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CHAPTER ONE
ORGANIZATIONS AND ORGANIZATION DESIGN
CHAPTER OVERVIEW


This chapter introduces students to characteristics of organizations and organizations as systems.  Definitions and examples are given to provide students an understanding of organization theory and its value in becoming better managers in a rapidly changing world.  You may wish to refer back throughout the semester to the Xerox case that opens the chapter, and to update the case regularly from current business analyses.  Organization theory is defined and shown to have practical applications for managers.  A framework for the remainder of the book is also provided which will be useful as an introductory overview, and as a frame of reference throughout the course.

Learning Objectives
After reading this chapter you should be able to:
· Define an organization and the importance of organizations in society.

· Identify current challenges that organizations face.

· Understand how organization design concepts apply to a major company like Xerox.

· Recognize the structural dimensions of organizations and the contingencies that influence structure.

· Understand efficiency and effectiveness, and the stakeholder approach to  

           measuring effectiveness.

· Explain historical perspectives on organizations.

· Explain the differences in organic and mechanistic organization designs and  

           the contingency factors typically associated with each.

· Discuss the current trend toward bossless organization design.

CHAPTER OUTLINE
Managing By Design Questions
Before reading this chapter, please check whether you agree or disagree with each of the following statements:

· An organization can be understood primarily by understanding the people who make it up.
· The primary role of managers in business organizations is to achieve maximum efficiency.

· A CEO’s top priority is to make sure the organization is designed correctly.

     Answers will be assessed in the chapter.
	A LOOK INSIDE

Xerox Corporation

	On the eve of the twenty-first century, Xerox was on top of the world, but less than two years later, many considered it a has-been. Xerox was founded in 1906 as the Haloid Company, a photographic supply house that developed the world’s first xerographic copier in 1959. While the 914 copier was a money-making machine, Xerox became a victim of its own success. Leaders didn’t look beyond the 70 percent gross profit margins of the 914 copier while younger, smaller companies were developing money-making products and services.  Xerox’s market share declined from 95 percent to 13 percent by 1982. Outsiders, however, believe the failure had to do with Xerox’s dysfunctional culture which was slow to adapt and paralyzed by politics. Thoman was brought in to shake things up, but when he tried, the old guard rebelled. The failed CEO succession illustrates the massive challenge of reinventing a century-old company. Xerox had restructured, cut costs, and reinvented itself for two decades, but little had changed. In August 2001, Allaire turned over the CEO reins to Anne Mulcahy who challenged the status quo. She launched a turnaround plan that included massive cost cutting and the closing of several money-losing operations. Mulcahy thought  about succession plans, and in 2009 she handed the top job to her second-in-command, Ursula Burns, the first African-American woman to head a Fortune 500 company. Burns set a new course to dominate the office of tomorrow.  A decade after this American icon almost crashed, Xerox is once again admired in the corporate world.


is chapter, please each of the following statement
Organization Design in Action


Topics


     The Xerox case which opens the chapter illustrates organization design topics such as adapting to competitors, customers, government, and creditors, strategic and structural changes to attain effectiveness,  avoiding ethical lapses, coping with  a large and extensive bureaucracy, appropriate use of power and politics, coping with internal conflict,   shaping corporate culture, and deciding what type of innovation and change is needed..
	BOOK MARK
Great by Choice: Uncertainty, Chaos, and Luck—Why Some Thrive Despite Them All

by 

Jim Collins and Morten T. Hansen

	Great by Choice first describes organizations, called 10Xers, that have outperformed their industry averages by at least 10 times over a period of at least 15 years and compares them to similar, less successful companies. The 10Xers include Southwest Airlines, Amgen, Intel, and Progressive Insurance. Managers of 10X companies all share three characteristics:
Fanatic Discipline,
Empirical Creativity, Productive Paranoia


Current Challenges

· Globalization 
· Intense Competition
· Ethics and The Green Movement
· Speed and Responsiveness

· Social Business and Big Data
Purpose of This Chapter

     This chapter explores the nature of organizations and organization design  today. as it has developed from the systematic study of organizations by scholars.

What Is an Organization?


Definition

     Organizations are social entities that are goal directed, with deliberately structured and coordinated activity systems, and with a link to the external environment. An organization is open system that obtains inputs from the external environment, adds value, and discharges products and services back to the environment.

From Multinationals to Nonprofits


We will study both large and small organizations.  We will also look at manufacturing and service organizations, for- profit and nonprofit organizations.
Importance of Organizations 

     Organizations create value for owners, customers, and employees by their activities.  They bring together resources to accomplish specific goals, whether those goals are putting together an aircraft carrier or planting new trees in the city.  Organizations produce goods and services, using innovative techniques and modern manufacturing technology, for competitive pricing.  Organizations adapt to and influence the environment and its globalization while accommodating the challenges of diversity, ethics, and the motivation and coordination of employees.  

	IN PRACTICE
Harley-Davidson

	Harley-Davidson has always charged a huge premium for its bikes and customers were willing to pay the price and wait as long as 18 months to get a bike. It’s almost as if inefficiency was part of the charm. But by 2009, Harley was close to collapse. Managers knew the company could compete only by redesigning the production system to increase efficiency. The York plant recently won an Industry Week Best Plants award. Customer demand is soaring now that people can get a bike within a couple of weeks of ordering rather than waiting a year and a half. Craig Kennison at the research firm Baird said “it’s certainly the best turnaround I’ve ever seen.”


Dimensions of Organization Design
Structural Dimensions 
     Structural dimensions provide labels to describe an organization’s internal characteristics. Formalization pertains to the amount of written documentation in the organization;  Specialization is the degree to which organizational tasks are subdivided into separate jobs;  Hierarchy of authority describes who reports to whom and the span of control; Complexity refers to the number of distinct departments or activities within the organization. Centralization refers to the hierarchical level that has authority to make a decision.

	IN PRACTICE
Shizugawa Elementary School Evacuation Center and

BP Transocean Deepwater Horizon Oil Rig


	When the fishing village of Minamisanriku was ravaged by a tsunami in  2011, the creation of rules, procedures, and authority structures helped create a sense of normalcy and comfort at the Shizugawa Elementary School Evacuation Center. Contrast that smooth operation to what happened after a Transocean oil rig  exploded in the Gulf of Mexico,. Activities were so loosely organized that no one seemed to know who was in charge or what was their level of authority and responsibility. When the explosion occurred, confusion reigned. As fire spread, several minutes passed before people received directions to evacuate.


Contingency Factors
     Contextual dimensions characterize the whole organization and describe the organizational setting.  Size is the organization's magnitude as reflected in the number of people in the organization; Organizational technology refers to the tools, techniques, and actions used to produce the organization’s products or services;  Environment includes all elements outside the boundary of the organization; Goals and strategy define the purpose and competitive techniques that set it apart from other organizations;  Culture is the underlying set of key values, beliefs, understandings, and norms shared by employees.
	ASSESS YOUR ANSWER

An organization can be understood primarily by understanding 
the people who make it up.

	ANSWER: Disagree. An organization has distinct characteristics that are independent

      of the nature of the people who make it up. All the people could be replaced over time while an organization’s structural and contextual dimensions would remain similar.


	IN PRACTICE
Valve Software

	 Valve Software Corporation is a leader in the video game industry. The company has been “boss free since 1996,” as its Website proclaims. “It’s amazing what creative people can come up with when there’s nobody there telling them what to do.”. At Valve, everyone makes important decisions. Any employee can make hiring decisions There are no promotions, only new projects, with someone emerging as the de facto leader. Contrast Valve’s approach to that of Walmart, which achieves its competitive edge through cost efficiency. Stores are controlled from the top. and employees follow standard procedures  with little say in decision making.  An even greater contrast is seen in government agencies. 


Performance and Effectiveness Outcomes

The organization must learn to be efficient—using the least amount of resources to achieve its goals, as well as effective—the degree to which an organization actually achieves its goals.  In doing this, the company must consider its stakeholders who consist of any group within or outside the organization that has a stake in the organization’s performance. Typical stakeholders include employees, customers, creditors, management, government, unions, the community, suppliers, and owners and stockholders. It is difficult for managers to satisfy multiple stakeholders, so they must establish goals that achieve at least minimal satisfaction for them.
	ASSESS YOUR ANSWER

     The primary role of managers in business organizations is to achieve maximum efficiency.

	ANSWER: Disagree. Efficiency is important, but organizations must respond to a variety of stakeholders, who may want different things from the organization. Managers strive for both efficiency and effectiveness in trying to meet the needs and interests of stakeholders. Effectiveness is often considered more important than efficiency.


     The Evolution of Organization Theory and Design 

Historical Perspectives

      Organization design has varied over time in response to societal changes.  The classical perspective remains the basis of management theory today.  One classical subfield, pioneered by Frederick Taylor, was the closed system approaches of scientific management.  Through scientific procedures in 1898, Taylor identified correct movements and tools for loading four times as much iron or steel for the Bethlehem Steel plant.   Administrative principles focused on the total organization based on insights of practitioners such as Fayol.  Bureaucracy was an effective approach for the needs of the Industrial Age, calling for clearly defined authority and responsibility, formal recordkeeping, and uniform application of standard rules.  It remained the primary approach to organization design through the 1980s.  The Hawthorne Studies led to a revolution in worker treatment from findings that positive treatment improved motivation and productivity. Since the 1980s, flexible approaches to organization design have become prevalent because of the Internet, globalization, and the growth of knowledge- and information-based work.
	HOW DO YOU FIT THE DESIGN?
Evolution of Style  

	Managers view their world through one or more mental frames of reference. The structural frame of reference sees the organization as a machine. The human resource frame sees the organization as its people. The political frame sees it as a competition for scarce resources. The symbolic frame sees it as theater, with emphasis on symbols, vision, culture, and inspiration. Which frame reflects your way of viewing the world?


               It All Depends:  Key Contingencies
Contingency theory means that one thing depends upon other things, and for organizations to be effective, there must be a fit between the structure and the conditions in the external environment.  There is not one best way to manage, and instead, the correct management approach varies for an Internet firm versus a large processing plant.

	ASSESS YOUR ANSWER

      A CEO’s top priority is to make sure the organization is designed correctly.

	ANSWER: Agree. Top managers have many responsibilities, but one of the most important is making sure the organization is designed correctly. Organization design organizes and focuses people’s work and shapes their response to customers and other stakeholders. Managers consider both structural and contextual dimensions as well as make sure the various parts of the organization work together to achieve important goals.


Organic and Mechanistic Designs
A mechanistic design means that the organization is characterized by machine-like standard rules, procedures, and a clear hierarchy of authority. Organizations are highly formalized and are also centralized, with most decisions made at the top. A mechanistic design is associated with large size, efficiency strategy, a stable environment, a rigid culture, and a manufacturing technology.  An organic design means that the organization is much looser, free-flowing, and adaptive. Rules and regulations often are not written down or are flexibly applied.  An organic design is associated with smaller size, innovation strategy, a changing environment, an adaptive culture, and a service technology..

Guidelines

Centralization means that decision authority is located near the top of the organizational hierarchy. With decentralization, decision making authority is pushed down to lower organizational levels. A task is a narrowly defined piece of work assigned to a person  description. A role is a part in a dynamic social system. Formal  systems, mechanistic organizations, emphasize vertical communication. Informal Systems, organic organizations, emphasize horizontal communication. A mechanistic design has a formal chain of command. An organic design, emphasizes collaborative teamwork.
Contemporary Design Ideas: Radical Decentralization

Current challenges include greater flexibility for most organizations.. A few  organizations have shifted to an extremely organic, “bossless” design. Advantages include greater employee initiative and commitment, and better, faster decision making. Challenges include an investment in employee training and development.  The culture also has to engage employees and support the non-hierarchical environment. 

	IN PRACTICE
Morning Star



	The founder of Morning Star, the world’s largest tomato processor for companies such as Heinz and the Campbell Soup Company, believes that people can work without a boss. At the Morning Star Self-Management Institute, every employee goes through training to learn how to work effectively as part of a team, how to handle the responsibilities of “planning, organizing, leading, and controlling”, how to balance freedom and accountability, how to understand and effectively communicate with others, and how to manage conflicts. Every colleague writes a personal mission statement and is responsible for accomplishing it.


Framework for the Book

Levels of Analysis 

Organizational behavior is the micro approach to organizations because it focuses on the individuals within organizations. Organizational behavior examines concepts such as motivation, leadership style, and personality and is concerned with cognitive and emotional differences among people within organizations. Organization theory and design is a macro examination of organizations because it analyzes the whole organization as a unit. Organization design is concerned with people aggregated into departments and organizations and with the differences in structure and behavior at the organization level of analysis. Organization design might be considered the sociology of organizations, while organizational behavior is the psychology of organizations.

Plan of the Book
     Part 1 introduces the basic idea of organizations as social systems and the essential concepts of organization design. Part 2 is about strategic management, goals and effectiveness, and the fundamentals of organization structure. How do managers help the organization achieve its purpose? Part 3 looks at the various open system elements that influence organization structure and design, including the external environment, interorganizational relationships, and the global environment.. Parts 4 and 5 look at processes. Part 4 describes how organization design is related to manufacturing and service technology, organizational size, and life cycle. Part 5 considers the dynamic processes within and between organizational departments and includes topics such as innovation and change, culture and ethical values, decision-making processes, managing intergroup conflict, and power and politics. 

Plan of Each Chapter

· Opening questions: Managing by Design
· Theoretical concepts in the body of the chapter

· In Practice segments
· Questionnaire: How Do You Fit the Design? 
· Book Marks
· Briefcase items to highlight key points
· Design Essentials
Design Essentials
· Organization design provides tools to adapt to a changing environment. 
· Managers face new challenges including globalization and ethical scrutiny.
· Organizations are open systems that obtain inputs from the external environment, add value, and discharge products and services back to the environment.
· Organizations are highly important, and managers are responsible for shaping organizations to perform well and meet the needs of society. 
· Many types of organizations exist. One important distinction is between for-profit businesses and nonprofit organizations. Managers strive to design organizations to achieve both efficiency and effectiveness. 
· Organization design perspectives have varied over time. Managers can understand organizations better by gaining a historical perspective and by understanding the contrast between organic and mechanistic designs.
·  Organization designs range from mechanistic to organic.
· Most concepts in organization theory pertain to the top- and middle management levels of the organization.
	LECTURE ENHANCEMENT

ORGANIZATIONAL TYPOLOGIES 

     To understand and conceptualize the world of organizations, researchers have developed typologies by which organizations can be classified.  A typology is a set of categories, with each category including certain characteristics which differentiate the organizations in it from those in other categories.  Just as artists portray the same person or scene in different ways, researchers have based their typologies on different underlying dimensions that they see as important in differentiating between organizations. Typologies are methods of organizing information.  The characteristics of the organizations in each cell indicate the nature of the organizations.  

One typology, for example, which influenced organizational research, was developed by Talcot Parsons in 1960.  Parsons maintained that organizations had different functions in society and that these functions could be the basis for typing organizations.  Parsons' four functions and examples of organizations are:

Type of Organization
Functions



Examples

Adaptation

           Acquire resources


Businesses

Goal attainment

Set and implement goals

Government                                                                                                                agencies

Integration


Maintain and coordinate system
Courts

Latency or pattern

Transmit culture and values
Educational and     

                                                                                                 religious

                                                                            maintenance






                                organizations

     Because organization theory involves the use of models to describe important dimensions of an organization, we will study several typologies in this course.  For example, in chapter 3, a typology based on Duncan’s classification of perceived environmental uncertainty has been developed.  In chapter 4, Thompson's typology on technological interdependence is discussed in terms of its influence on organizational structure.  Typologies lend some insight into understanding organizations and serve as a good basis upon which to analyze cases.  Typologies must be relatively simple, yet complete enough to enable distinct categorization and development of understanding and comparison among types of organizations.  Because of a typology’s simplicity, a difficulty to some is in placing organizations in just one category.  Look for dominant characteristics as you classify an organization, acknowledging that there are overlapping areas, but not getting hung up on them.  When studying conglomerates, each product division may be categorized separately on the typology.


DISCUSSION QUESTIONS
1.  What is the definition of organization?  Briefly explain each part of the definition. as you understand it.

     ANSWER: An organization is a (l) social entity that is a (2) goal directed, (3) deliberately structured activity system, with a (4) link to the external environment.  Social entity means that organizations consist of people; the human being is the basic building block of organizations, which makes it different from other types of systems.  Goal directed means that organizations exist for a purpose.  They are created to achieve some end.  Deliberately structured activity system means that organizations are deliberately subdivided into distinct sets of activities.  These activities use the knowledge and technology needed to do the work.  The link to the environment includes interactions with customers, suppliers, competitors, the government, and other elements of the external environment. 
2.
Describe some ways in which social business has influenced or affected an organization with which you are familiar, such as your college or university, a local retailer or restaurant, a volunteer organization, a club to which you belong, or even your family. Can you identify both positive and negative aspects of this influence?

     ANSWER:  The Allegro Chorale, a volunteer organization in Texas, relies on social media technologies to communicate with stakeholders to include:  existing and prospective members, audience members, sponsors, donors, and media partners. Allegro maintains a Facebook page to update stakeholders on upcoming concerts, rehearsals, plans for annual summer chorale festival, and cancellations due to inclement weather conditions. Additionally, Allegro has contracted with Constant Contact, a media firm, to update the Allegro website. Meetings are communicated to board members via email to provide timely information and distribute financial data. The negative aspect of social media is that some members use it less frequently than others and do not get current information. For example, some members failed to fill out the online application for the chorale festival because they didn’t know that the application was posted on the Allegro website. They didn’t check their email directing them to the website. 
3. A handful of companies on the Fortune 500 list are more than 100 years old,     which is rare. What organizational characteristics do you think might explain 100 year longevity?
     ANSWER:  Companies that maintain longevity must be flexible.  This includes flexibility with organizational structures and ongoing relationships with employees and the external environment.  The ability of organizations to offer competitive pricing and bring together resources in an innovative manner and over time contributes to its success.  Scientific management played a role in this and the Hawthorne studies contributed the understanding that positive treatment of workers contributed to their longevity with the organization which decreased turnover and maximized expertise among the labor pool.
4. Can an organization be efficient without being effective?  Can an inefficient organization still be an effective one?  Explain your answers.
ANSWER: Efficiency refers to the amount of resources used to achieve the organization’s goals. Effectiveness means the degree to which an organization achieves its goals. An organization cannot be efficient without being effective. To be effective, organizations need clear, focused goals and appropriate strategies for achieving them. For example, a physician’s office in Philadelphia increased efficiency by using information technology to reduce paperwork and streamline procedures. The new system also improved effectiveness because staff can locate information more quickly and make fewer mistakes, leading to a higher quality of care and better customer service.
5.  What is the difference between formalization and specialization? Do you think an organization high on one of these dimensions would also be high on the other?  Discuss. 

     ANSWER:  Formalization pertains to the amount of written documentation used to direct the organization, including procedures, job descriptions, and policy manuals. Specialization pertains to the extent to which tasks are subdivided so that each employee performs only a narrow set of activities. 

     Generally, these characteristics are associated so that an organization would tend to be high or low on both.  As an organization becomes large, for example, tasks would become more specialized.   Formalization would then be required to provide rules and regulations to specify specialization.  A few organizations may deviate from this relationship, but generally an organization high on one characteristic will tend to be high on the other.  

6.   What does contingency mean? What are the implications of contingency theory for managers? 

     ANSWER: Contingency means that one thing depends on other things, and therefore for an organization to be effective there must be a good fit between its internal structure and its external environment.  There are no universal principles that apply to every organization in every situation. There is not one best way. Contingency means that "it depends." Thus, managers should diagnose their unique situation before deciding on the management approach to take. 

7.
What are the primary differences between an organic and a mechanistic organization design?  Which type of organization do you think would be easier to manage? Discuss.

ANSWER: a mechanistic design means that the organization is characterized by machine-like standard rules, procedures, and a clear hierarchy of authority. Organizations are highly formalized and are also centralized.  An organic design means that the organization is much looser, free-flowing, and adaptive. Rules and regulations often are not written down or, if written down, are flexibly applied. It would be easier to manage a mechanistic organization because most decisions made at the top whereas in an organic design people may have to find their own way through the system to figure out what to do. The hierarchy of authority is looser and not clear-cut. Decision-making authority is decentralized.
8.
What does it mean to say an organization is an open system? How is the stakeholder approach related to the concept of open systems?

ANSWER:. An open system must interact with the environment in order to survive. Open systems cannot seal themselves off like closed systems and must continuously adapt to the environment. Managers carefully balance the needs and interests of various stakeholders in the environment in setting goals and striving for effectiveness. This is referred to as the stakeholder approach, which integrates diverse organizational activities by looking at various organizational stakeholders and what they want from the organization. A stakeholder is any group within or outside of the organization that has a stake in the organization’s performance. The satisfaction level of each group can be assessed as an indication of the organization’s performance and effectiveness.

9.   What are some differences one might expect among stakeholder expectations for a nonprofit organization versus a for-profit business?  Do you think nonprofit  managers have to pay more attention to stakeholders than do business managers?  Discuss. 
     ANSWER:  Stakeholders in a for-profit business want the company to be successful and to make a profit. While they are concerned with social responsibility, this will most likely be a secondary consideration.  Managers in a nonprofit are expected to direct their efforts toward generating some kind of social impact.  They are expected to keep costs low and be highly efficient to demonstrate to supporters that they are serving the public.  They must pay more attention to stakeholders because they determine funding and direction of the organization.

10. Early management theorists believed that organizations should strive to be           logical and rational, with a place for everything and everything in its place.            Discuss the pros and cons of this approach for today's organizations.
     ANSWER: Early management theorists thought in terms of machine system efficiency. The external environment may have been more stable and the technology more simple so that an orderly organization system was possible.  This approach to management will not work today.  Organizations must adapt to the external environment, cope with differences in goals and commitment of employees, survive in a chaotic world, and try to cope with the enormous complexity of social systems.  Managers can try to increase the logic, rationality and efficiency of organizations, but they will not achieve a system of perfect order, and should not feel that they are failures when they cannot do so.

WORKBOOK ~ MEASURING DIMENSIONS OF ORGANIZATIONS
     This activity allows students to begin a preliminary consideration of different organizations’ dimensions. Ask students what clues made them rate one organization as having, for example, many written rules, while they rated another as having few rules.  For a meaningful discussion of the interrelationship of dimensions, you may pick out a particular dimension that interests the class, and find out what other dimensions tend to go along with it.  For example, to contrast an organization with high specialization (1-3) to an organization with low specialization (7-10), ask the students who rated an organization as low to look at that organization’s other variables.  How many rated the low specialization organization as having few rules (7-10)?  How many rated it as having a flat hierarchy of authority?  Then consider an organization with high specialization.  How many rated it (7-10) as having few rules?  How many rated it (7-10) as having a flat hierarchy of authority?  Record results on transparency or PowerPoint slide. 

     . 
                                           ORGANIZATIONAL DIMENSIONS        
                                                                           Formalization

             Many written rules              1-3   4 -6    7-10             
Few rules

                                                        Specialization

             Separate tasks and roles   1-3   4 -6    7-10              
Overlapping tasks

                                                         Hierarchy

             Tall hierarchy of authority   1-3   4 -6    7-10      
Flat hierarchy of 
authority

                                                        Technology

             Product                               1-3   4 -6    7-10            
Service

                                                        External Environment

             Stable                                 1-3   4 -6    7-10              
Unstable

                                                        Culture

             Clear norms and values     1-3   4 -6    7-10          
Ambiguous norms 
and values

                                                        Goals

             Well-defined goals             1-3   4 -6    7-10              
Goals not defined

                                                        Size

             Small                                  1-3   4 -6    7-10              
Large

                                                        Organizational Mindset

             Mechanical system            1-3   4 -6    7-10              
Organic system
Caution students not to consider any relationships between dimensions as cause-and-effect or dependent. Relationships between dimensions, at this point, are to be regarded only as a basis for discussion.  The textbook will present findings on relationships between dimensions in subsequent chapters.  Students can use this scale to measure the Xerox Corporation, presented at the beginning of the chapter, in terms of its organizational dimensions.  
     CASE FOR ANALYSIS : It Isn’t So Simple: Infrastructure Change at Royce Consulting

     Royce Consulting is considering some changes that the staff seems to like, but that managers oppose.  One proposal is a “hoteling” system of scheduling an office as needed rather than having a permanent office.  Another change is to upgrade to state-of-the-art electronic office technology.  Royce had a stable and well defined culture, Norms included high performance expectations and strong job involvement.   A feasibility study showed that the partners supported the change, but the managers  opposed the “hoteling” concept. However, they said they would go along with what the partners directed, reflecting the prevailing culture.  
1. Why do the managers at Royce oppose the “hoteling” concept even though it is financially the superior system? 

      Gaining an office is seen as a status symbol and a sign that a manager has “arrived.”  The managers have worked with this goal in mind and now feel that the rules are being changed.     A second issue is the fact that they would have to store their files in a different location which is inconvenient and a loss of control over  files.  Since employees compete with each other for promotions, sharing information is not appealing.  The personal costs outweigh the benefits.

2. How does the organizational culture affect this situation and this decision?

      The company has prided itself on having a stable and well-defined culture.  The proposed changes would disrupt this culture.  The culture would be changed as the status symbol of private offices is removed.  Work pattern changes would also change working relationships. The directive style of management at Royce also plays a major role.  The managers go along with the partners’ decisions because they are used to being directed.  This directive style inhibits manager feedback and  stifles upward communication. The partners know they can decide since the directive management style is part of the culture.

3. If the partners to ahead with the plan, what would you predict will be the outcome?

     Since the prevailing culture dictates that the partners have the final authority, it is likely that everyone will go along with the plan. However, there is also the danger that some managers or staff members aspiring to become managers see this as a form of betrayal of the psychological contract they have with the firm.  They could even decide to leave the company and go where they can trust top management more. Another effect could be that resentment is driven underground. This could have a negative impact on morale and productivity.

3. Based on your analysis, what recommendations would you give to the partners?

Answers will vary, but it seems that the partners should be more open to communication from those below them.  A more participative style of management is called for.  Organizational design suggests that those most affected by a change should participate in decision making about that change. The partners should  set the parameters and let the managers devise a change they can endorse.  They would have ownership for the change and commit to it.  The parameters could include the financial information, the growth plans, and the need to improve productivity.  
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