Competing By Design, by Nadler & Tushman


This book is a broken record…the authors repeat themselves ad nauseum…The Smart Talk Trap in Print!

Chapter 1: A Blueprint for Change

BOC Industrial Gases (IG)

IG division of BOC faced two problems:  (1) IG was slow to develop new technology and slow to diffuse it throughout the company. (2) From a historical standpoint, the IG business had been intensely local, but in the 1990’s major customers wanted to streamline their relationships and have just one BOC contact instead of contacts all over the place.
Introduction

Organizational Capabilities = the unique ways in which each organization structures its work and motivates its people to achieve clearly articulated objectives

Managers have to understand the concepts and learn the skills involved in designing their organizations in ways that unleash and exploit their inherent competitive strengths.

Managers have to recognize that truly effective organization design is a never-ending process.

Goal of book: 

By the time we’ve finished reading the book, we should…

· Have the ability to determine precisely how the design is preventing the org. from meeting its strategic objectives.

· Have a road map for devising a deliberate and disciplined process for reshaping the design

· Be able to look at the org’s design from a fresh perspective, w/ sharp focus on seeking out opportunities for leveraging competitive advantage.

Org. design can be an invaluable tool for shaping how an org gets things done!

The Key Concept: Organizational Architecture
Four factors contribute to the development of new architectural designs (Parallels with Organizations):  Purpose (need for control & coordination in large companies), structural materials (IT, use of teams), architectural style, collateral technology (scientific management)

Design as a Management Tool

Why is design so important?

· Design is one of the few levers for change available to most managers.

· Design draws much of its appeal from its enormous potential for massively changing patterns of performance

· Design can grab the organization’s attention and focus it squarely on particular issues

· Design is a way for managers to put their personal stamps on an operation.

· Design can be used to shape an org’s tone or operating style.

· Design can sometimes signal a sharp change in strategic emphasis.

· Managers are frequently forced to become involved in redesign by mergers, acquisitions, divestitures…

Why So Many Redesigns Fail

· Academia’s lofty prescriptions didn’t provide the guidance many managers needed as they faced specific design decisions

· Managers focus exclusively on the technical aspects of design, forgetting  the social, cultural, political implications of the redesign.

· Managers focus myopically on the personal and social issues. (Reshuffling the deck without changing the game is a purely political exercise that accomplishes nothing in terms of substantially improving competitive performance.)

· Many designs are driven by solutions instead of problems. (Let’s find something to reengineer!)

A Balanced Perspective

Underlying themes

1. Org design is an essential and ongoing part of each manager’s job.

2. Goal of org. design is to fashion a set of formal structures and processes that, together with an appropriate informal operating environment, will give people the skills, direction and motivation to do the work necessary to achieve the strategic objectives.

3. Balance the two aspects of org’s: effectiveness of the design & the impact on individuals, group relationships, & political dynamics of the org.

4. Ultimate goal of design is to use creatively the new structural materials and collateral technologies to achieve a fundamentally new architecture that will focus and unleash the competitive strengths embedded in each organization.

BOC Industrial Gases Revisited

IG’s response to impending threats was a textbook case of redesign…got participation by managers, identified gaps between objectives and capacity to meet them, redesigned basic architecture.

Developed “global matrix”: 

· retained existing structure of separate country operations (continued to address the unique demands of widely varying customers & markets)

· appointed global product managers for each sector of its business (meet the needs of large customers who demanded one-stop shopping for WW needs, provided focus on developing, disseminating and building on new technology.)

Initiated intensive training program for top 500 managers

SUCCESS.

Chapter 2: Mapping the Organizational Terrain

Xerox Corp --- Designing Organizational “Fit”

Despite all of its progress, Xerox continued to rumble along as a rigidly centralized, overly complex institution that had failed to unleash the initiative judgment, creativity, and energy of its people.  And its failure to radically change the way the company was run was costing it dearly in terms of productivity, innovation, customer service, and financial performance.

Xerox needed a new architecture!
Understanding the Organization

What are the crucial issues and conflicting demands that should be uppermost in the mind of someone redesigning an org?

(1) Consider what kind of structure will best enable the org to manage its work in order to meet its strategic objectives.

(2) Take into consideration how those new structures will affect and be influenced by the culture, politics and informal behavioral patterns of the people who make up the org.

Conceptual Models as Managerial Tools

Nothing important here.

A  Basic View of Organizations

Organization = dynamic and “open” social system
System = set of interrelated elements, a change in one element affects the others

Open system interacts with its environment; draws input from external sources and transforms it into some form of output.

Characteristics of orgs that are the same as an open system:

(1) Internal interdependence

(2) Capacity for feedback (Although availability of feedback doesn’t mean it will be used!)

(3) Equilibrium: If system is put out of balance by changes, it will work its way back to balance.

(4) Alternative configurations:  There is no one best way to configure the system.

(5) Adaptation = capacity to constantly readjust to demands of the environment.

The Congruence Model

Elements of an organization 

· Input = the “givens” with which an org has to work  

· 3 categories of inputs (1) the environment (2) Resources (3) History

· Strategy = A set of business decisions about how to allocate scarce resources against the demands, constraints, and opportunities offered by the environment.

· Output = What the org produces, how it performs, and how effective it is.

· 3 Criteria for evaluating performance at an org level:

· How successfully has the org met the objectives specified by its strategy?

· How well has the org used its available resources to meet its objectives, and how successfully has it developed new resources rather than “burning up” existing ones?

· How well does the org reposition itself to seize new opportunities and ward off threats posed by the changing environment?

· Identify the “performance gaps”, which help spotlight those activities where output is falling short of objectives and provide essential guidelines for figuring out where in the org the redesign efforts need to be focused.

The Organization as a Transformation Process

Organizations transform inputs into outputs.

Organizations have four key components:

1. The work

2. The people

3. Formal organizational arrangements

4. The informal organization (aka the “culture”)

It is essential to understand each component and its relationship to the others in order to best configure the components for transforming inputs into outputs.

 See Figure 2-3 on p. 33.

The Concept of Congruence
Congruence is a measure of how well pairs of components fit together.
The Congruence Hypothesis

Other things being equal, the greater the total degree of congruence, or fit, among the various components, the more effective the organization will be.

The degree to which the strategy, work, people, structure, and culture are smoothly aligned will determine the organization’s ability to compete and succeed.

Analyzing the Organization’s Problems

Using the congruence model…

1. Identify symptoms

2. Specify input

3. Identify output

4. Identify problems

5. Describe organizational components

6. Assess congruence (Fit)

7. Generate hypotheses about problem causes

8. Identify action steps.

Xerox Revisited

CEO appointed team of managers to explore alternative design models used by other orgs and to make four recommendations,  CEO and senior team refined the basic model (covered in greater detail in Chapter 7) 

Xerox created nine independent business units aimed at serving specific market segments instead of by traditional functions (product development, sales & service, etc.)  Focus shifted from internal operations to customer needs.

Then created OTB (Org Transition Board) to flesh out operational plan and formulate tactics for implementation.

Successful because the execs made consistent changes in every aspect of the org.  Not only restructured the formal structures and processes but also paid close attention to defining the skills, characteristics and management styles essential for the managers who would be responsible for building a new operating environment.
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