CRIC Business Strategy – week 9

Objectives and Cultures

What is Corporate Culture?
Hundreds of books and thousands of pages have been written on the subject of corporate culture, and the danger is always that no-one is quite sure what it means. Perhaps the best definition is ‘the way we do things around here’.
Businesses are not separate entities, but collections of people. All collections of people produce certain common and important patterns of behaviour. So the topic of corporate culture is really about people and the way they behave when in groups together.

Businesses have a history which consists of experiences shared by the people who belong to the business. This shared history sets constraints to the values of the group, the way the group thinks about things, and the way rewards operate. A shared history is a common feature of any group of people, whether it be a business, or a football team, or a friendship group or a family group. So you should be able to understand exactly what is going on here.

There are strengths and weaknesses to the constraints that affect a particular group. 

For example, all groups have problems and problem members. The question is how these problems are dealt with. The danger is that they are not dealt with because they have become taboo. For example, Sarah Smith’s bitchiness may be a well-known problem of a social group, but no-one is prepared to tackle it because all have agreed that the untimely death of her father is to blame, and no-one wants to upset her by reminding her of that sad event. Similarly, Auntie Norah’s drinking may remain undiscussable in a family group. In a business the marketing department’s total lack of original thought may become, like the weather, just ‘one of those things’ that have to be lived with. This may go beyond what is talked about, and actually effect what is thought about, so a group becomes unaware of other possibilities. This could put a business at a serious disadvantage. On the other hand, there will be strengths to a particular group and their habits of speech and thought.

People have a powerful need to belong. A newcomer is quickly ‘encultured’ into the way of the group, and learns to conform to the prevailing patterns of behaviour. The reason for this is that ‘breaking the rules’ will result in ostracism to some degree. You have to be very brave or very right to risk this. Most people will accept a standard they know perfectly well to be daft if it avoids confrontation and exclusion from the group. All groups reward certain patterns of behaviour, and punish other patterns, and we all follow these patterns because the social rewards of acceptance and peer-approval are so powerful. A business is no different. In fact, it can be more so, because managers have power and status, and pleasing them (even by agreeing to arrant nonsense) is even more rewarding.

It follows from this analysis that ‘Business Culture’ is all about how groups of people that happen to be in a business together set up and follow certain rules of behaviour and thought. Any one set of rules has advantages and disadvantages. The business then needs to play down the disadvantages and play up the advantages. But the prevailing culture, the ‘way we do things around here’, sets up constraints so that some options are closed down before they have even been properly considered. So, the business either needs to work around the constraints or remove them.

At certain times in a business’ development and growth it becomes apparent that the business culture is completely inappropriate for the future. Often this realisation comes when a new management team is appointed to take a business forward into a new stage, especially if had become clear that the previous management team wasn’t up to the job. So the business culture has to be changed. This is extremely difficult. People don’t like change. However daft the old system, many people will cling to the old system because it is known territory and they have spent years learning how to manipulate it to their own advantage; they feel comfortable with it. So convincing people that change is both necessary and desirable is very difficult, and requires management skills of a high order. People are very good at passively sabotaging something (as you all know very well) they don’t approve of. Sometimes the only solution is to replace the entire work-force, but that, too, is difficult and expensive.

All change produces winners and losers ie people who are better off under the new arrangements and people who were better off under the old arrangements. The first group of people can be relied upon to be broadly supportive of the change (whatever they say to their colleagues over coffee). The question then is ‘how many of them are there, and are they a majority? Who are they, and do they include sufficient key staff?’ The second group need understanding, and their losses compensated, possibly but not necessarily financially. More importantly they need winning over. So communication is vital. When a business is going through change gossip becomes a very damaging source of information if management don’t communicate properly. Leadership is also vital, and too many managers are in fact administrators rather than leaders. In a sense, it is a marketing job, as the new arrangements have to be ‘sold’ to a sceptical audience. Part of this is re-assurance, because people will naturally fear the unknown future and assume it will be worse for them personally.

This whole area is well-researched and discussed. There are copious case-studies showing how real businesses have tackled this difficult area and made a good job, or a complete mess, of it. It is, fundamentally, a people issue and solving the people problems is at the heart of solving the whole business problem. Too many businesses spend a lot of time and energy brilliantly solving the technical and logistical problems of re-organisation but with too little thought about the people side. The temptation is to think that if the managers think it a good idea, everyone else will too.

In other revision notes on this topic, we look at the importance of business culture, how businesses can build a positive culture and some criticisms of the concept.

The Importance of Business Culture
It took a long time for the importance of business culture to be recognised as an important factor in business success (or lack of success). 

Study of Japanese business methods from the 1970s onwards was part of the answer, and Japanese businesses take from Japanese society a strong emphasis on a strong and co-operative group culture in the face of adversity. Solving business problem, and advancing beyond them, is a group responsibility, not just ‘them lot upstairs’. Research into many businesses of all nationalities then showed a common pattern that successful businesses had developed a strong and positive group culture which is about management as leadership and not just administration. 

Corporate / organisational culture

Culture in organisations is often described as the set of values, beliefs and attitudes of both employees and management that helps influence decision-making within them. Each organisation has a unique culture, which defines how that organisation works. Culture is not static. It can change as personnel do or as the aims and objectives of the firm evolve or the competitive forces in the market alter. Clearly the style adopted by the management will be highly influential on the culture of an organisation. 

Think about the culture within your own school or college. Where does it come from? Is tradition important? Is the head teacher or principal, a driver of new ideas or the protector of older values? Is competition driving change, or are the demands of the curriculum responsible for alterations in the structure of the school or college? How important are the other stakeholders, such as the parents, governors and students? Are all views equally valued or is the culture more autocratic? Is there a student council, and does it have major influence? Will the culture of the school remain even when all the present students leave and a replaced with others? If so, why?

A number of studies have been undertaken to identify business culture types. Some are highlighted in figure  below.


Business culture types

There is normally a clear link between the type of corporate culture and the nature of organisational structures adopted in the firm. A power culture, for instance, requires senior mangers to exercise strict control and to operate centralised decision-making. The organisation structure is likely to be tall with small spans of control.

Innovative cultures, and those that promote the role of individuals, are likely to employ flatter hierarchies with individuals within the organisation empowered to take more important decisions and to work on their own initiative.

Clearly there are also links here with motivation, selection and training. It is unlikely that individuals will be able to satisfy their higher order needs, such as their ego or social needs, in an organisation where suspicion and mistrust is endemic. Senior managers may not appoint individuals whom they perceive as long-term threats to their positions or reputations, and it may be the feeling that training is a waste of money when all major decisions are taken at the top anyway. Even more junior employees may accept the status quo when it reduces their responsibilities and where they lack confidence in approaching new tasks. If salaries are low, they may also feel that they are not paid to take important decisions.

Often a certain culture is self-perpetuating, once established. If it is accepted that management are appointed to be in control and, if autocratic management styles are expected, then even individuals newly appointed to management positions, who may not naturally possess this leadership approach may feel pressure to adapt to the demands of their new role.

However, cultures do alter over time. As the external environment changes and markets become more competitive and global, managers are forced to delegate more of their function and authority. 'New blood' brings new ideas and cultural, legal and social changes may demand the corporate culture adapts and grows. 

Cultures may also change when organisations merge or when one organisation, is acquired by another. Mergers are often driven by the desire to obtain synergies and economies of scale. However, some mergers, which appear on paper to be 'made in heaven', fail in practice. Reasons often include a clash of management styles and corporate cultures. If one organisation, for instance, with a role culture merges with another with a task culture, there may be problems with expectations and with the operation of teams. Individuals may feel threatened where their traditional authority is challenged, or where they are expected to be more flexible and take on new responsibilities and challenges. What tends to happen in practice is that a new hybrid culture evolves and those who cannot adapt leave the new organisation. Alternatively, the business may crash spectacularly, or the management may feel compelled, for commercial reasons, to separate back into their component organisations.

How to Build a Positive Corporate Culture
1. ‘Culture Carriers’. These are key people, usually managers, who represent and spread the core values of the corporate culture.

2. Stability of the group. It is more difficult for a culture to emerge if people are changing all the time.

3. Stories. A group packages up its culture into stories which are frequently told and re-told, and which typify the values of the group e.g. ‘the time we all stayed late on Xmas Eve to get the last orders finished and then has an impromptu party at the local.’

4. Heroes. Individuals who typify to an extreme the values of the group

5. Symbols. These may be staff mottoes, the corporate mission statement or anything that symbolises the core values.

6. Rites. These are specific occasions, such as the annual office party, when the core values are publicly displayed. Formal award ceremonies are another example. These are especially important for enculturing new staff.

7. Rituals. This means a standard pattern of behaviour at a specific occasion, such as the office party if things are always done in a particular pattern.

8. Courses. Attending in-house courses is an important way of team-building and communicating the core values.

9. Cultural Networks. This means the informal contacts between employees where they reinforce core values, especially by passing them from older to younger group members.

Types of Corporate Culture
1. Adaptive Cultures. These have as a core value the ability to adapt to change, especially in response to changing external circumstances.

2. Inert Culture. This is a ‘dead’ culture totally unable to change.

3. Networked Organisations. These are very sociable networks of small teams. They are highly creative. But loyalty is low.

4. Mercenary Organisations. These are ruthless business machines dedicated to work and to success. But sociability is very low.

5. Fragmented Organisations. These are really loose alliances of very independent workers, such as lawyers. Sociability and loyalty are both very low.

6. Communal Organisations. These have high loyalty and high sociability. They act like one bog happy family. Recruiting new staff with similar values is important.

Advantages of Strong Corporate Culture
1. Instructions are interpreted in a common way, so work is done to a similar standard and in a similar manner.

2. Loyalty is increased, and replacing workers is an expense to be avoided.

3. Motivation, and therefore productivity, is increased.

4. Management control is increased.

Criticisms of Corporate Culture
1. In a MNC (Multi-National Corporation) there will almost certainly be conflicts between the local national culture and the imported corporate culture. These conflicts are very difficult to manage and there is usually a shortage of managers with the necessary skills in ’multi-cultural management’. For example, in the Middle East family values are very important and an employee wouldn’t dream of staying late to finish work if this conflicted with a family duty. This doesn’t mean, however, that their work-ethic is poor, it is just expressed differently and a Western manager would cause a lot of offence by suggesting otherwise.

2. Businesses are not places with a homogenous culture. Most businesses are too large for people to identify across the whole organisation. Instead, people identify with smaller sub-groups. So a business is, in fact, a mixture of sub-cultures some of which may even be deviant. There is also a strong likelihood of conflict between some of the different sub-cultures.

3. The relationship between a strong corporate culture and improved business performance is, as far as the data can tell, very weak. It may be then that corporate cultures are less about improved performance and more about making the managers feel they have achieved something; a cynic might argue that managers like to be surrounded by copies of themselves.

4. Business is rarely simple, clear and unambiguous enough to allow of one simple message of the kind envisaged by proponents of the corporate culture idea.

Some possible influences behind culture

Classification schemes

Several methods have been used to classify organizational culture. Some are described below:

Geert Hofstede

Geert Hofstede[2] demonstrated that there are national and regional cultural groupings that affect the behavior of organizations. Hofstede identified five dimensions of culture in his study of national influences:

Power distance - The degree to which a society expects there to be differences in the levels of power. A high score suggests that there is an expectation that some individuals wield larger amounts of power than others. A low score reflects the view that all people should have equal rights. 

Uncertainty avoidance reflects the extent to which a society accepts uncertainty and risk. 

individualism vs. collectivism - individualism is contrasted with collectivism, and refers to the extent to which people are expected to stand up for themselves, or alternatively act predominantly as a member of the group or organization. However, recent researches have shown that high individualism may not necessarily mean low collectivism, and vice versa. Research indicates that the two concepts are actually unrelated. Some people and cultures might have both high individualism and high collectivism, for example. Someone who highly values duty to his or her group does not necessarily give a low priority to personal freedom and self-sufficiency 

Masculinity vs. femininity - refers to the value placed on traditionally male or female values. Male values for example include competitiveness, assertiveness, ambition, and the accumulation of wealth and material possessions. 

Long vs. short term orientation - describes a society's "time horizon," or the importance attached to the future versus the past and present. In long term oriented societies, thrift and perseverance are valued more; in short term oriented societies, respect for tradition and reciprocation of gifts and favors are valued more. Eastern nations tend to score especially high here, with Western nations scoring low and the less developed nations very low; China scored highest and Pakistan lowest. 

Deal and Kennedy

Deal and Kennedy[3] defined organizational culture as the way things get done around here. They measured organizations in respect of:

Feedback - quick feedback means an instant response. This could be in monetary terms, but could also be seen in other ways, such as the impact of a great save in a soccer match. 

Risk - represents the degree of uncertainty in the organization’s activities. 

Using these parameters, they were able to suggest four classifications of organizational culture:

The Tough-Guy Macho Culture. Feedback is quick and the rewards are high. This often applies to fast moving financial activities such as brokerage, but could also apply to a police force, or athletes competing in team sports. This can be a very stressful culture in which to operate. 

The Work Hard/Play Hard Culture is characterized by few risks being taken, all with rapid feedback. This is typical in large organizations, which strive for high quality customer service. It is often characterized by team meetings, jargon and buzzwords. 

The Bet your Company Culture, where big stakes decisions are taken, but it may be years before the results are known. Typically, these might involve development or exploration projects, which take years to come to fruition, such as oil prospecting or military aviation. 

The Process Culture occurs in organizations where there is little or no feedback. People become bogged down with how things are done not with what is to be achieved. This is often associated with bureaucracies. While it is easy to criticize these cultures for being overly cautious or bogged down in red tape, they do produce consistent results, which is ideal in, for example, public services. 

Charles Handy

Charles Handy[4] (1985) popularized a method of looking at culture which some scholars have used to link organizational structure to Organizational Culture. He describes:

Power Culture which concentrates power among a few. Control radiates from the center like a web. Power Cultures have few rules and little bureaucracy; swift decisions can ensue. 

In a Role Culture, people have clearly delegated authorities within a highly defined structure. Typically, these organizations form hierarchical bureaucracies. Power derives from a person's position and little scope exists for expert power. 

By contrast, in a Task Culture, teams are formed to solve particular problems. Power derives from expertise as long as a team requires expertise. These cultures often feature the multiple reporting lines of a matrix structure. 

A Person Culture exists where all individuals believe themselves superior to the organization. Survival can become difficult for such organizations, since the concept of an organization suggests that a group of like-minded individuals pursue the organizational goals. Some professional partnerships can operate as person cultures, because each partner brings a particular expertise and clientele to the firm. 

Edgar Schein

Edgar Schein,[5] an MIT Sloan School of Management professor, defines organizational culture as "the residue of success" within an organization. According to Schein, culture is the most difficult organizational attribute to change, outlasting organizational products, services, founders and leadership and all other physical attributes of the organization. His organizational model illuminates culture from the standpoint of the observer, described by three cognitive levels of organizational culture.

At the first and most cursory level of Schein's model is organizational attributes that can be seen, felt and heard by the uninitiated observer. Included are the facilities, offices, furnishings, visible awards and recognition, the way that its members dress, and how each person visibly interacts with each other and with organizational outsiders.

The next level deals with the professed culture of an organization's members. At this level, company slogans, mission statements and other operational creeds are often expressed, and local and personal values are widely expressed within the organization. Organizational behavior at this level usually can be studied by interviewing the organization's membership and using questionnaires to gather attitudes about organizational membership.

At the third and deepest level, the organization's tacit assumptions are found. These are the elements of culture that are unseen and not cognitively identified in everyday interactions between organizational members. Additionally, these are the elements of culture which are often taboo to discuss inside the organization. Many of these 'unspoken rules' exist without the conscious knowledge of the membership. Those with sufficient experience to understand this deepest level of organizational culture usually become acclimatized to its attributes over time, thus reinforcing the invisibility of their existence. Surveys and casual interviews with organizational members cannot draw out these attributes--rather much more in-depth means is required to first identify then understand organizational culture at this level. Notably, culture at this level is the underlying and driving element often missed by organizational behaviorists.

Using Schein's model, understanding paradoxical organizational behaviors becomes more apparent. For instance, an organization can profess highly aesthetic and moral standards at the second level of Schein's model while simultaneously displaying curiously opposing behavior at the third and deepest level of culture. Superficially, organizational rewards can imply one organizational norm but at the deepest level imply something completely different. This insight offers an understanding of the difficulty that organizational newcomers have in assimilating organizational culture and why it takes time to become acclimatized. It also explains why organizational change agents usually fail to achieve their goals: underlying tacit cultural norms are generally not understood before would-be change agents begin their actions. Merely understanding culture at the deepest level may be insufficient to institute cultural change because the dynamics of interpersonal relationships (often under threatening conditions) are added to the dynamics of organizational culture while attempts are made to institute desired change

G. Johnson[6] described a cultural web, identifying a number of elements that can be used to describe or influence Organizational Culture:

The Paradigm: What the organization is about; what it does; its mission; its values. 

Control Systems: The processes in place to monitor what is going on. Role cultures would have vast rulebooks. There would be more reliance on individualism in a power culture. 

Organizational Structures: Reporting lines, hierarchies, and the way that work flows through the business. 

Power Structures: Who makes the decisions, how widely spread is power, and on what is power based? 

Symbols: These include organizational logos and designs, but also extend to symbols of power such as parking spaces and executive washrooms. 

Rituals and Routines: Management meetings, board reports and so on may become more habitual than necessary. 

Stories and Myths: build up about people and events, and convey a message about what is valued within the organization. 

These elements may overlap. Power structures may depend on control systems, which may exploit the very rituals that generate stories which may not be true.

Organizational culture and change

Burman and Evans (2008) argue that it is 'leadership' that affects culture rather than 'management', and describe the difference[7]. When one wants to change an aspect of the culture of an organization one has to keep in consideration that this is a long term project. Corporate culture is something that is very hard to change and employees need time to get used to the new way of organizing. For companies with a very strong and specific culture it will be even harder to change.

Cummings & Worley give the following six guidelines for cultural change, these changes are in line with the eight distinct stages mentioned by Kotter:

 Formulate a clear strategic vision 

1.In order to make a cultural change effective a clear vision of the firm’s new strategy, shared values and behaviours is needed. This vision provides the intention and direction for the culture change 

2. Display Top-management commitment 

It is very important to keep in mind that culture change must be managed from the top of the organization, as willingness to change of the senior management is an important indicator Cummings & Worley, The top of the organization should be very much in favour of the change in order to actually implement the change in the rest of the organization. De Caluwé & Vermaakprovide a framework with five different ways of thinking about change.

3. Model culture change at the highest level 

In order to show that the management team is in favour of the change, the change has to be notable at first at this level. The behaviour of the management needs to symbolize the kinds of values and behaviours that should be realized in the rest of the company. It is important that the management shows the strengths of the current culture as well, it must be made clear that the current organizational does not need radical changes, but just a few adjustments. 

4. Modify the organization to support organizational change 

The fourth step is to modify the organization to support organizational change.

5. Select and socialize newcomers and terminate deviants 

A way to implement a culture is to connect it to organizational membership, people can be selected and terminate in terms of their fit with the new culture 

6. Develop ethical and legal sensitivity 

Changes in culture can lead to tensions between organizational and individual interests, which can result in ethical and legal problems for practitioners. This is particularly relevant for changes in employee integrity, control, equitable treatment and job security 

Entrepreneurial culture

Stephen McGuire defined and validated a model of organizational culture that predicts revenue from new sources. An Entrepreneurial Organizational Culture (EOC) is a system of shared values, beliefs and norms of members of an organization, including valuing creativity and tolerance of creative people, believing that innovating and seizing market opportunities are appropriate behaviors to deal with problems of survival and prosperity, environmental uncertainty, and competitors’ threats, and expecting organizational members to behave accordingly.

Critical views

Writers from Critical management studies have tended to express skepticism about the functionalist and unitarist views of culture put forward by mainstream management thinkers. Whilst not necessarily denying that organizations are cultural phenomena, they would stress the ways in which cultural assumptions can stifle dissent and reproduce management propaganda and ideology. After all, it would be naive to believe that a single culture exists in all organizations, or that cultural engineering will reflect the interests of all stakeholders within an organization. In any case, Parker[9] has suggested that many of the assumptions of those putting forward theories of organizational culture are not new. They reflect a long-standing tension between cultural and structural (or informal and formal) versions of what organizations are. Further, it is perfectly reasonable to suggest that complex organizations might have many cultures, and that such sub-cultures might overlap and contradict each other. The neat typologies of cultural forms found in textbooks rarely acknowledge such complexities, or the various economic contradictions that exist in capitalist organizations.

One of the strongest and widely recognised criticisms of theories that attempt to categorise or 'pigeonhole' organisational culture is that put forward by Linda Smircich. She uses the metaphor of a plant root to represent culture, describing that it drives organisations rather than vice versa. Organisations are the product of organisational culture, we are unaware of how it shapes behaviour and interaction (also recognised through Scheins (2002) underlying assumptions) and so how can we categorise it and define what it is?

Measurement

Despite the evidence suggesting their potential usefulness, organisational climate metrics have not been fully exploited as leading safety, health and environmental performance indicators and as an aid to relative risk ranking. Dodsworth et al.[10] are the first researchers to have successfully used PLS modelling techniques to correlate organizational climate metrics with an organisation’s safety performance. Further information regarding this research can be obtained from the following link Dodsworth's Homepage
In the context of effectiveness, the repertory grid interview can be used to capture a representation of an organisation's culture or corporate culture - the organisation's construct system. The repertory grid interview process provides a structured way of comparing effective and less effective performance and capturing it in the interviewee's words without imposing someone else's model or way of thinking.

Let’s now look in more detail at some of the types of corporate culture

Structure and Culture

· Should support each other

· Should support the organisation’s strategy (Alfred Chandler (1962) Strategy and Structure, cited in Harrison 2003: 300)

· May also influence the way that strategy develops

· Link to last week’s lecture on architecture: information flows and organisational learning

The cultural web

· Linking culture, structure and strategy

· The paradigm: at the centre of the web

· ‘the way things are done around here’

· ‘the way the world works’

· A set of assumptions and beliefs that underpin the leader’s vision and the organisation’s strategic direction
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The Cultural Web 

(Ambrosini et al 1998: Ch.9; Johnson, Scholes and Whittington 2005: 201-207)
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The appropriate structure

· A means to an end

· The ‘end’ is successful organisational performance (Harrison 2003: 300-301)

· Efficient administration

· Effective delivery of customer value

· Free flows of information and feedback

· Highly motivated employees
Types of Culture

· Hierarchy: tall and narrow, or flat and wide?

· Decision-Making: centralised or delegated?
· Complexity: how many functions, how many products/markets?

· Tasks: allocated to specialists or teams?
· Formalisation: rules and procedures – or not?
· Professionalism: formal qualifications or     on-the-job training?
Some popular structures

· Owner-Manager with Employees

· Functional: common in small businesses

· Divisional or Strategic Business Unit  (Product- or Market-based): aids responsiveness to diverse customer needs

· Project-Matrix: often emerges in complex and turbulent environments

· Network: sharing little except information, typical consultancy form
We might we use a functional structure?

· Organising Framework


Inputs such as marketing and production

· Degree of Centralisation


High centralisation

· Competitive Environment


Stable, rewards efficiency (cost leadership or best-value generic strategies)

· Growth Strategy


Market penetration
Other types of structure
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Product/Market Structure

Product/Market Structure
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Why might we use this type of structure?

· Organising Framework

· Outputs such as product groups or markets

· Clear distinction between primary and support activities
· Degree of Centralisation

· Decentralised

· Competitive Environment

· Dynamic with pressure to satisfy particular market needs very well

· Growth Strategy

· Market and/or product development
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Project Matrix Structure

Project Matrix Structure
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Why might we use this structure?

· Organising Framework

Inputs and outputs

· Degree of Centralisation

Decentralisation with shared authority

· Competitive Environment

Turbulent: high pressures both for internal efficiency and for flexible response to changing customer needs 

· Growth Strategy

Frequent changes to products and markets

· Strengths

· Holds the paradox of markets and resources

· Offers scope for innovation and creativity
· Flexible use of human resources

· Works well in medium-sized firms with multiple products

· Weaknesses

· Dual authority can cause frustration and confusion

· Excellent interpersonal skills needed

· Additional training can be expensive

· Time consuming, frequent meetings

· Great effort to maintain power balance
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Network Structure
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Why use this form of structure?

· Organising Framework

Outputs, information flows including know-how

· Degree of Centralisation

Very de-centralised; professional culture helps keep

standards uniformly high (Mintzberg et al 2003:Ch. 15)

· Competitive Environment

Conditions vary from region to region

· Growth Strategy

Market penetration or market development

Corporate level structures

· Multidivisional: Each business exists as a separate unit reporting to top management

· Strategic Business Units (SBUs):  Multidivisional structure in which divisions are combined into SBUs based on common elements 

· Corporate Matrix: Organises businesses along two dimensions such as product and function

· Transnational: Organises businesses along three dimensions: nation or region, product, and function

Evaluating the corporate structure

Ask: how good is its architecture?

· How do the elements support each other?

· What are the lines of communication?

· How does the General Manager exert control?

· To what extent does the control system 

· support the other elements of the cultural web 

· capture useful information 

· feed it back into the strategy-making process

· help the organisation to learn? (Senge 1990)

Financial based structures v strategic?

· Classic financial controls

· Return on Investment: ‘the bottom line’

· Gross profit margin (before tax)


Time lags, depreciation, shared overheads and dishonesty limit the value of both

· Strategic controls: allow for feedback and benchmarking

· Actual versus budget, this year / last year

· Financial ratios: ours versus competitors’ (p. 81)

· Balanced scorecard (p. 321, Kaplan/Norton): four perspectives including innovation and learning
