Pfeffer Reading I: WHO GETS POWER AND HOW THEY HOLD ONTO IT

- Political power should not be a dirty concept in the corporate world: it is one of the few mechanisms that can allow an organization to respond effectively to its changing strategic environment

-  This contrasts with institutional forms of power (regulations, central control etc.) which can buffer an organization from the requirements of the environment it operates in.

- Political processes allow for realistic resolution of conflicts among the interests within an organization

- Power is used by the subunits of an organization to ensure their own survival, in 3 ways:

1. control scarce resources

2. place allies in key positions

3. define the organizations problems and policies (to suit own ends)

- Strategic contingency theory: those who are best positioned to solve a firm’s critical challenges gain power within it, eg legal group in event of major lawsuit

- Power also comes from a manager’s ability to take actions (or not) that will impact others in the firm: the ability to produce income or to have other groups depend on your output is closely related to perceived power

- Power is shared in an organization, but not necessarily in the way laid out in the organizational design

- Power derives from activities not individuals, it is never absolute but always a function of the context of the situation (eg marketing VP has power not because of his own abilities but the critical nature of his position in most companies), therefore it always depends on others: conferred by your peers agreeing you have it

-  Power is always found around scarce and critical resources
- 3 factors influence the use of power in an organization (ie when it will be used):

1. Scarcity: subunits will try to exert power when resources are scarce

2. Criticality: subunits will attempt to obtain resources/influence decisions that are critical to their activities

3. Uncertainty: they will try to use their power when there is disagreement about the direction the firm should take

- Power is fluid: changes in the firm’s strategic environment will produces changes in the power structure – new abilities become critical, and the holder becomes more powerful

- Power is the ability to influence activities beyond the original base that creates it

- Inherent tension in this theory: power comes to be institutionalized and can endure beyond its usefulness to the organization

- To institutionalize power one should create devices that legitimates one’s own authority and diminishes others’: dominant powers set up structures that become fixed/unquestioned features of the organization

- Ability to structure/control the flow of information aids institutionalized power: you know what is going on, and others depend on you

- Institutionalized power is hard to dislodge as it often has powers of patronage: can distribute rewards and resources

- The more institutionalized a firm’s power structures are the more likely that it is out of step with its strategic environment, and the less likely that it can respond effectively to changes in it

- Big indicator of institutionalized power: low turnover of top management, opposition is designed out of the system (think of any totalitarian state, fascist or communist)

KEY SO WHATS

- Management needs to be aware of its strategic environment and be willing to adapt to changes in it

- The most successful outcome for an individual player and the firm as a whole is to manage the firm’s environment not its internal power structures

- This is hard to do in practice: the incentives of managers frequently run counter to this.

