Christiane Gebhardt
 

Towards a Lifecycle Management of the Firm? The Management of Innovation revisited 

'It takes all the running you can do, to keep in the same place'. The Red Queen to Alice in: Lewis Caroll (1871) Through the Looking Glass.

Innovativeness is commonly understood as being structurally anchored in the firm's organization. It is also believed to rely on an effective management of internal and external contributors, which has been commonly addressed to as networking. Currently, both networks and projects appear to be prominent structural forms in the organizational landscape. They are regarded as distinct features of a new organizational paradigm justified by a certain innovation mode or managerial rationality regarding innovation. In this context networks and projects are analyzed as organizational forms which enrich the existing managerial toolkit. In addition they constitute structural solutions which imply a shift in the decentralism of the 90s towards a new centralism. Managers try to provide for a dynamic organizational structure of the firm by employing managerial tools which are accepted by the firm's stakeholders, the board and by their colleagues. It appears that the respective choice of tools is somehow related to an unintentional shifting of elements of centralism and decentralism at an appropriate point in time of the firm's lifecycle. Seen in a Schumpeterian light and linked to organizational ecology we discuss how approaches in economic development and cybernetics contribute to the analysis of the phenomenon. Integrating the concept of living systems in management studies and linking ideas of crisis and renewal to those of survivability and innovativeness of the firm we want to shed light on the nature of the new organizational paradigm and the underlying managerial rationality.  
Introduction

The debate ranking around the so called new economy has shed light on an apparently new phenomenon: A new organizational type which successfully  combines elements of centralization and decentralization. In order to balance innovativeness and survivability of the firm survivors of the recent debacle of the dot.coms such as Google, McAffee, Doubleclick, Overture, eBay, Yahoo picked features of centralism to secure survivability. Nowadays these companies refrain from real costumer contacts in sales and distribution. They tend to draw the firm's boundaries more strictly and rely on virtual costumer networks only.
 These 'survivors' refrain from direct market operation and opt for a 'low touch' which goes along with a refocus on core activities and key accounts. 


Both elements imply the termination of a status commonly regarded as the start up stage of an innovative entrepreneur. As a reaction to an innovation or complexity crisis caused by a creative chaos, managers unintentionally react with an organizational shift towards centralism
. This shift is distinctively taking place in new economy firms which have been regarded as prototypes of the small, network-based entrepreneur in innovative technology. Interestingly, these IT-firms unintentional use features and elements of centrality and decentralism in their design of IT systems. However, it needs a different angle to understand that there are not only limits to growth and accessibility of IT-systems. A transfer of IT-concepts shows that limits of innovation do exists also for business organizations which are based on decentralized forms entirely. 

The following chart shows criteria for decentralization or centralization of IT-Systems
:  
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At a closer look however we find this shift towards centrality also in mature and larger companies which have transformed their organizational structure to meet complex market challenges. Interestingly, they also show a tendency towards centralization in order to stabilize the organization's survivability after innovative input stemming from mergers and acquisitions or emerging as a side effect alongside the penetration of new markets in the 90s.


 Panels of experts dedicated to organizational innovativeness keep on changing organizational charts to meet strategic challenges and bridge the gap between organizational preliminaries and the desired structure
. Due diligence consultancy as well as accountants rate the firm's performance according to indicators such as returns from new products, innovative capabilities of human resources (so called knowledge workers) and future profits on existing and prospective markets. Innovation has to be channeled to bring profit on markets and it is a common belief in management that this it can be done by an adequate organizational structure. Organizational change however is a top management assignment. Accordingly, there is a revival of leadership issues in management training which clearly indicates the shift of decision making towards top levels.


 As a predominant rationality managers seem to believe that both survivability and innovativeness can be gained through structural solutions which promise flexibility and dynamism. Initially, networks have been set up to create innovative interaction. Consequently, they have been bundled in projects. There is an understanding in organizational development that innovative activities which might be risky and highly dynamic are better to be separated from repetitive tasks (own research). Central to this philosophy is the notion that organizational innovativeness is believed to derive from a certain organizational form which integrates a dynamic mix of structural elements or according to Miller, constitutes an appropriate fit between configuration and momentum (Miller 1990). 


As a general rule, two prominent elements indicate the emergence of a new organizational paradigm: It appears that networks as an element of decentralism provide for an interactive process of value-creation with outside contributors while projects are set up to manage them. Both forms become manifest as appropriate key to organizational innovativeness (networks) on the one hand and as securing the survivability (projects) of firms on the other. Apparently, managers deliberately form new innovative entities based on networking teams in order to free them from the burden of a culture of bureaucracy. However, they need to keep them under control at the same time. To design networking structure and to restrict it, to spin off projects and to reintegrate them into hierarchical structure describes the management of the configuration-momentum Miller stated in his research. Henceforth, the true task behind the shimmering phrase of change management is the management of this life cycle. To cope with unintended consequences and cultural implications inherent in structural change might be an impossible job. However, as a rule, we notify that too much innovative input might eventually lead to decline and crisis and in the end induces a managerial counter-movement. In the next section we discuss the origins and the impact of the underlying managerial rationality which we will address to as mode of innovation.

The crisis of the innovative form and the shift towards centrality

Stemming from the sphere of natural science Leigh van Valens' theory of evolutionary patterns (which borrowed the wisdom of Lewis Carroll's Red Queen) was rather influential for economic ecology. In the process of birth, growth, transformation and mortality of branches Dosi et al (1988), Freemann (1988), Barnett and Sorenson (2002) employ the idea of a life cycle of the firm. Using a systems dynamic model Miller (1990) classifies dynamics of corporate success, decline and renewal for different organizational types and their life cycle.
 Deriving from the underlying mathematical concept of the S-curve
, organizational ecology encompasses calculations of population growth and transfers them to the way new products get adopted or to the lifecycle of organizations. Hurst employs the idea of a life cycle in his book on Crisis and Renewal of firms in which he compares the development of hunter and gatherer societies to the firm's life cycle (Hurst 2001). The idea that each organizational configuration is inherently limited can be seen as the foundation for wide-ranging research in the field of leadership and change (Kotter 1997), organizational learning (Drucker 2000), and separation (such as spin off, entrepreneurship, f.e. Johanison 1987b).

In the field of organizational restructuring however, we find a prevalence of a managerial rationality of externally caused decline which originates from the firm's inability to align to environmental changes.
  Seen in this new light of systems dynamic and dialectics, organizations lose this mechanical image of a trivial machine working on the principles of cause and impact rooted in the environment of the firm. Employing the idea of living systems we can approach the firm's true complexity and discuss the managerial scope without worshipping managers as heroes or seeing them as merely being at mercy of organizational waves. 

Theories related to the logic of growth, and emergences of new entities must be regarded as a valuable contribution to management studies. They are provided by thinkers of cybernetics, anthropology and biology (Krohn and Küppers 1992, Batson 1997, Maturana and Varela 2000, Beer 1997 and 1988, vonFörster and Pörgsen 2002). Transferred to the organizational landscape, networking and spin off might be strongly influenced by environmental changes and external competition. Additionally, if we conceive of firms as living systems, the dynamics of their structure might also be a natural condition at a certain life stage of organization.  

Management and the firm as a living system 

As a matter of fact, the last years have seen a race for gaining market shares and for surviving the shake out of mature companies operating in saturated markets. The organizational phenomenon of a period of extreme decentralization deriving from networking not only found its reception in the discussion of the internationalization of firms but also in the theoretical debate related to the organization of societies and the production mode (Harvey 1990, Castells 2000). Central issues in the 90s have been the superiority of technology based industry for sustainable growth of economies (OECD), technology transfer, the beauty of the small form, the survival of the fattest, the merger and acquisition mania, @business and the modernization in networking relationships (Mayntz 1992). 

The organizational paradigm of the late 90s led managers to believe in new tools to induce and maintain innovativeness. Apart from a different modus operandi, this implies alterations in the rationality of the commonly accepted innovation mode. Network and systems thinking rather than linearity have dominated the debate on innovation when it came to the question whether innovation can be induced by organizational preliminaries. Large-scale networked systems that are highly distributed seemed to be the preferred approach to improve the innovativeness of organizations by permitting new levels of integration of different areas. However, such integration was accompanied by elevated risks of intrusion and compromise. As a consequence, integration of project driven business and networking activities with hierarchical structures has been the emerging issue in the management of innovation of the 21st century. Managers now focus on preserving essential core activities in unbound environments, even when these core activities in such environments are penetrated and compromised. As organizational development seeks to improve efficiency and competitiveness, the pervasive societal dependency on networks magnifies the consequences of intrusion, accidents, and failures such as deadlocks, the loss of markets and of cost leadership due to rising complexity costs. How to allow for innovation and integrate decentralized systems at the same time has become an important issue for corporate management and has led to a reintroduction of top down strategies to safeguard innovation
. Also risk management,  appeared as a shiny term to avoid dissipation in international markets, in external alliances or in the chaos of internal networking. In this context, we want to discuss these features as an indicator for the managerial perception of a crisis. There is empirical evidence that the large number of innovative companies which failed due to overstressing their span of control on the one hand side and their cash burn rate on the other (new economy) or those firms which lost their competitive edge (old economy) started off a counter movement in the management of innovation. The crisis was considered a complexity problem resulting from decentralization.

Accordingly, top down strategies, hierarchy, responsibility and controlling celebrated their revival. In the light of this new managerial rationality top down decision had to be made to get a grip on things.

Two issues have been central to this counter development and needed to be decided on:

· To what extent do we want to reduce complexity? What do we want to give up?

· How do we still want to represent the complexity of markets in the organization? What do we want do initiate and bring to selected market?

The enactment
 of markets rather than the reaction to costumer needs, the focus on core activities and the bundling of innovation in organizational entities, i.e. elements of centrality, resulted from this new direction. 

As a rule, centralism can be understood as a counter reaction of the implications of decentralism. Further, survivability and organizational renewal are predominantly linked to structural change. However, in the management debate of the 21 century the structure following (or allowing for) strategy seems to be understood as a dynamic system of complex and quasi unmanageable character. We cannot tell how firms, i.e. living systems, rise and decline in accordance to managerial decision making towards the enactment of markets. However, the explanatory gap ranking around this question has involuntarily justified troops of consultants and staff dedicated to constant organizational change.

Managerial rationality and the innovation mode

The innovation mode is a theoretical concept which describes the rationality of what is understood as innovative. It is partly rooted in the production mode (Kern and Schumann 1990) and the debate on the national system of innovation (see Lundvall 1995). Micro assumptions of rise and decline of firms and markets behind national innovation systems stemming from Nelson and Winter's work were inspired by Schumpeterian ideas. The mode of innovation has strains of technological trajectories (Dosi 1988, Gebhardt/ Giesecke 1997) and developed a strong branch in the field of regional innovation (f.e. Cooke 199) The innovation mode is underlying the debate on strategic management (Mintzberg 1999) and best practices in organization (Hammer and Champy 1995, Stern and Stalk 1998). 

Innovation is a truly interdisciplinary field, but it lacks a theoretical reflection of its interdisciplinary arrangement, its origin and the apparent impact on the management of innovation. The concept is diffuse and also takes into account inputs from economic policy and economic change. However, it neglects theories of federalism in political sciences which discuss how a certain polity like federalism may enable policies striving for values like democracy, or transports goals like societal renewal and the distribution of wealth (Toqueville 1831, Elazar 1993, Kohler-Koch 19). Hence, authors in the field of new federalism and intergovernmental decision-making might contribute to the problem whether decentralized structure is to be seen as a support or constrain regarding the achievement of goals. Long-term impact analysis of programs carried out on different state levels as well as the evaluation of programs which have been shifted from one level to the other might turn out a valuable input for organizational studies and the management of the firm (see Gebhardt 1997).

Further, culture and communication studies might add to the managerial concept of change. Especially so as theories of communicative rationality (Habermas 1985) introduced relations and institutional settings based on trust or non-monetary forms. Up to now no organizational chart shows the dynamics and frictions of norms and values or reveals the shifting of top down and bottom up leadership styles.

At a closer look we state that the innovation mode has two important characteristics for the management of innovation. 

Firstly, management of innovation implies a process of image formation which is unconscious and secondly, managers apparently still hold the belief that the end determines the process which is a necessary justification of managerial decision making. Yet, drawing on it, we must hold in mind the famous warning of Korzybsy that 'the map is not the territory, and the name is not the thing named' will apply. (Korzybski in Bateson 1979). In the following section we look at the maps in order to learn about the origins of the evolving organizational paradigm. This paradigm stands for the map and partly reveals the nature of the territory as it employs assumptions inherent in the mode of innovation. Although the process of image formation is unconscious (Bateson 1979), the empirical evidence of a trend towards certain organization solutions indicates clearly that managerial rationality is a matter of model building which brings about certain structural forms.

The managerial tool kit for innovativeness       

Looking at the debate in management of innovation we find that in 1988 Tushmann and Moore et al have been at the front of identifying market pull as a main driver of the economically successful exploitation of R&D based development in the innovation process. On the one side this market focus promoted concepts of spin off and networking. On the other side it gave reason for deep concern regarding public funding of technology based production because most of the R&D investments did turn out to be sunk costs. While the underlying linearity of the innovation process was neither questioned in the technology pull nor in the technology push approach the latter brought about a new business model relying on the concept of costumer defined business or operation units launching a strong market driven decentralization of business activities. In the 90s the idea of looking at organizations as a conglomeration of core processes consisting out of activities which were aiming at customer content, gave way to a decomposition of the value chain through business process redesign (Hammer and Champy 1995). 

So called raiders took care of attractive of parts of the value chain and consolidated less profitable parts. While Harvey in his 'Condition of Postmodernity' gave a warning that 'the center would not hold' (Harvey 1990) Bruce D. Henderson founder of the Boston Consulting Group pushed the decomposition further with promoting the portfolio of market driven business units as a basis for strategic decision making towards innovation and life cycle management of products and units (see Stern and Stalk 1998). At that point the relative closeness and unity of firms was entirely gone and every business unit or value step got measured by a shareholder value approach of an investor driven production mode adopting the rhythm of quarterly results for the stock exchange. US firms engaged in increasing merger and acquisition activities which had been initiated to gain market shares and dominate standards to profit from economies of scale. Last but not least these corporate players were aiming at a prolonged existence of products (underlying a product life cycle) to finance the increasing speed of the innovation rate (stars) in the global competition race with profits generated by their cash cows.

Consequently, US based firms were also first in outsourcing labor intense production parts to low wages countries. Rather than managing the highly integrated firm they opted for holding structures to allow the units to engage in all sort of strategic partnerships, alliances, networks in order to safeguard modularity on low overhead costs. At the same time shopping of innovative start ups in areas like Biotechnology and Information technology have become a short cut to innovation. The dynamism in economic development further fueled the globalization debate (Dicken 1992, Boyer 1986, Hirsch, 1990). In most cases R&D was kept at the headquarters, treasured as a strategic asset, and innovative areas were linked closely to the CEO level. In the 90s corporate investment in R&D had more and more become the indicator for firm strategy while strategic partnerships are regarded to be the key to pool investments in pre-competitive research. As an important side effect decision making in firms more and more became the domain of managers with a strong background in finance and sales to handle the speedy growth financed by liabilities. Decision making however got more complicated when the innovative impetus between different business areas was believed to be induced by a structure of internal networking called the matrix organization.

However,the ongoing debate on corporate government (Malik 2001) is an indicator for the return of centralism. After a period of internationalization, decentralization in form of subsidiaries, branches, and profit centers and the blooming of the project organization there was a need to control the strong centrifugal forces of decentralization as well as to reduce the complexity of internal and external networking to prevent the firm of breaking apart (what in fact, some of them did). Projecting innovation was the first step towards this direction because it meant to take off complexity from the hierarchical structures and so called core activities. It also meant that innovation was no longer believed to occur incremental as part of the production mode like approaches of total quality management suggested. It had to be kept under (financial) control and was therefore brought under management attention by installing a project organization or a separate unit linked to the hierarchical structure.     
Currently, small entities like spin-offs, start-ups, or even new strategic business units are accepted indicators of innovative development. It is the popular way to design legitimate forms of innovation. Large strategic projects aiming at innovation and assigned to top management levels can be considered to belong to them
. As an increasing trend, the institutionalization of innovative ideas very often takes the most simple institutional form which is characterized by limits in time and resources and distinct boundaries - commonly known as project.
 Generally, in the beginning of a venture the business focus is on one or just a few projects ranking around a few topics, clients and products or services. However, market success will unavoidably lead to growth
 whose consequences can turn out to be a managerial problem. The amount of projects might gradually mutate to an accidental collection instead of being a carefully portfolio which is balanced by the management. In the process of organizational growth leadership tasks and corporate governance become more prominent tasks for the survivability of the firm. Maintaining creativity and innovation as well as safeguarding the reintegration of innovation into mature companies are regarded as challenging managerial tasks because in a silent but steady mode the complexity within the organization rises and threatens the survivability of the firm. It appears that managerial multitasking is also rising to new dimensions. In a vicious circle the lack of simple structure and clear assignments might lead to further complexity relevant for the overhead costs. The spirit of entrepreneurship which had made these project organizations attractive to managers and employees will lose its attractiveness when not carefully channeled in this specific organizational life stage. New clients, new markets, new projects dominate the daily life when the new organizational goal should really be the consolidation of the business and the centralization of decision making which is supported by organizational structures. Extrapreneurship, the look for new markets and innovative solutions will not stop in de-centrally organized organizations. That is the point where innovation becomes a threat rather than a benefit for the organization.  

At this stage tools like reporting, controlling, and assignments are commonly employed to help out of the innovator's dilemma. However, one has to be aware that the consolidation of innovative development causes a cultural clash within the company. Many organizations fail at this very point in their lifecycle or undergo a severe crisis (Hurst 1995) facing this crisis of growth. Large old established organizations however tend to have problems to reintegrate innovative spin offs or large project worlds successfully.

Interestingly, managers presume that there is a causality between form and outcome as well as they believe in curves and strategic points for action. For them it seems to be crucial at what point to allow for complexity in the organization and when to restrict it. At what point would managers channel free networking interaction into project organizations to avoid data overflow, complexity and dissipation? When are they bound to keep the system open for innovative input by using networks? At what point will the management of the organizational lifecycle ask for reduction of complexity in order to control the flow of information and keep the system stable and therefore fit for survival?

In this context cybernetics deal with the problem of what is the appropriate relaxation time between chaos and structure? (Beer 1988, 1967, vonFörster 2002). However, the theory of self controlled systems do not add fancy new tools to the existing managerial tool kit. 

To keep the balance between decentralization and centralization during the lifecycle of organizations is a principle well exercised by business leaders of larger  multinational firms of long standing like Matsushita or Dupont. It seems to be one of the most delicate points in life cycle management to shift decision making on a lower level, allow for interaction with the environment in order to let new ideas in. Equally, the loss of autonomy and decision making power in sublevels accompanying the shift towards centrality is a critical moment regarding the innovativeness and survivability of the firm. 

Change implies ambivalence and risks - above all if one cannot make out the shape of the curve underlying the lifecycle management concept - a curve which is impossible to foresee. We do not know how the output of a system interacts and adds up with the existing system. We can only speculate why managers who look for sustainability and innovativeness of the organization at the same time,  pick certain organizational solutions to achieve this goal?

Are institutions doomed to lose touch to environmental changes in relation to the seize of their overhead and are they therefore implicitly meant to decline like the Schumpeterian approach and the limits of growth in systems thinking tell us? The relevant point in this study is how managers do believe organizations mature, will get old, renew. They redefine headquarter activities, carry out turnarounds, train their personnel and set up projects to avoid organizational risks they perceive as dangerous (Douglas and Wildavsky 1982). We observe the prime of change programs towards reintegration and cost cutting programs to reduce complexity costs. Both trends are features of managerial perception of what is the suitable way towards innovation. 

Looking at the tools installed during the past decades we can make out a wave which currently takes a slight turn towards centralization. The figure below shows the relation between managerial rationality and organizational solution as well as prominent tools and topics during the respective phases.  
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Management of innovation: an impossible job? 

The rising eminence of projects in the business and the public sphere indicates a new organizational paradigm which interacts with the innovation mode. It is believed that networks with outside contributors pool knowledge of different spheres and allow for innovative combination while projects seem to be the most popular form to counteract and manage innovation effectively. Stepping behind the phenomenon we detect major blind spots in the studies of the management of innovation. Therefore we  want to conceive networking and projecting as neither a sign for innovativeness nor for survivability but as an indicator for an underlying managerial rationality regarding innovativeness. Stepping from a normative to the analytical perspective we might get a more complete picture of the management of innovation and the nature of the innovation mode. This seems to be more than fair because managers also 'must to deal with the entire beast' as Mintzberg states it in his 'Strategy Safari' (Mintzberg 1999). We shall not forget that management is an interdisciplinary discipline and so is innovation. Time and culture are so far neglected topics although time and place shrinking technologies have accelerated the results of intended as well as non-intended effects and culture obviously hinders or promotes organizational change. 

On the whole we find selectivity regarding networking activities and call this slow closure of the firm's boundary centralization. We also venture the thesis that this emerging organizational paradigm constitutes a new reality which will further affect the innovation mode in one way or the other. Above all, the increasing pace of the Red Queen mentioned in the beginning might not be sufficiently analyzed by employing theories which see successful innovation from a technological view point only.

In management we still rely on managerial tools like the organizational chart,  flow charts and process landscapes which simple do not suffice to describe culture, communication, and change. The fruitless discussion between top down and bottom up approaches in business management brought forward leadership and participation models to get rid off the disruption in the 'linear' innovation process. However, it has never reasoned the nature of the underlying concept in the context of living systems. Concentrating on structural obstacles defined as condition for failure rather than be seen as an output of the system which has to be dealt with (vonFörster 2002) might prove fruitless for managing innovation. In the words of Stafford Beer 'we do have the construction plan for the car but we have completely forgot what is was all about – speed'. 

Dealing with output as a form of input we have approached the nature of managerial rationality by analyzing dominant organizational forms. When in the 90s networks, pools and teams were set up in an overwhelming quantity in order to induce innovative development we could not see them as what they were  - an organizational paradigm everybody believed in despite the lack of causality. However, if organizational structures associated with temporary business (projects) and with continuous business (hierarchies) become prominent in private as well as in public organizations and intermediary organizations we need to face their implications. Temporary organizations and temporary employees will take benefit from these carrier organization, leave their cultural traces and will sneak out eventually. Values however evolve on a longer time scale. While strategy and structure can be designed, decided upon and more or less implemented, culture is an emergent phenomena. We will face a rising number of human resources which come from this kind of organizational mixture and believe that a certain organizational model translates the mode of innovation best. This will have a further impact on organizational structure through professional (patchwork) carriers, value systems and societal development. 

Looking at the toolkit and the current wave of organizational changes we wanted to approach the nature of the underlying innovation mode. It might help to identify indicators such as emerging management issues (for instance the conciliation of networks and project organizations and existing hierarchical structures or corporate governance). Looking at the life cycle of the organization and think organizations in terms of life cycle management might be pretentious. Nevertheless it will help to identify remnants of mechanical concepts still related to managerial rationality which need urgent overhauling. This approach might also induce studies in managerial decision making and led to a proper documentation of organizational reasoning which would replace the long tradition of success stories, best cases and result minutes in organizational history which destroy information rather than conveying it. It is true that manager have to find allies for decision making and need to draw on a mutual innovation mode to justify their actions. A scientific analysis however must question the existing rationality in order to find critical questions leading to the nature of the mode of innovation.        
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� The author has been in strategy and organization consulting for six years. Data gathered in interviews and projects in consulting will be kept anonymous and marked as 'own research'. 


� Schäfers B. E commerce winners. A project currently carried out at Kiel university www.diezeit.de/20002/43/Wirtschaft/print_200243_dotcom_intervie.html


� Managers in SME and start up firms have regarded bottom up decision making and informal networking as a normative value of high priority. At a later stage they have favored a strategic approach that relies on the availability of data for decision making on top management level (MIS) implying a standard reporting and controlling of individual performance. Naturally this approach supports the introduction of standard methods which clash with the individuality of bottom up solutions. (own research)   


� related to 'open access, large decentralized networks'. Also, to IT-firms which design and converge intelligent systems or design advanced network architecture. These companies constantly face the problem of complexity crisis deriving from decentralization. Interestingly, in operations they tend to prefer the representation of complexity in the costumer organizations because it will mean business extension and an increase in sales for their own business. Regarding their own organizational structure however there seems to be a blind spot. The growth of firms through heterogeneous projects endangers the firm. Growth in any case is triggered by the stock market. (own research).               


� According to the famous saying: Structure follows strategy. In fact, strategy implementation is retarded by organizational and cultural preliminaries. The gap describes the steps or 'to dos' to achieve the goals of the strategy (own research).    


� Miller distinguished developmental paths of craftsman, builder, pioneers and salesman companies (Miller 1990) 


� � INCLUDEPICTURE "http://www.geocities.com/WallStreet/3960/invrssqz.gif" \* MERGEFORMATINET ��� inverse square law 


� For instance the consultancy firm Roland Berger: Corporate crisis generally develop over times. In most cases they are triggered by a combination of external and internal factors. They typically originate from a strategic misstep, with a company is unable realign its strategy to changing markets or competitive requirements. If appropriate measures are not taken, profitability shortfalls to occur, which eventually lead to a liquidity crisis. Fehrt, Geissbauer, Mai, Brettschneider RB Website 2001


� This is a Western concept of course. In the Chinese organization of Overseas Chinese for instance, the family business can be seen as a fortress which provides a guard against incursions from outside influence, and the workings of an inner circle are not publicitly known.The effectiveness of this clan structure derives from intense managerial dedication. These features of restricted networking and centralized decision-making are described in Redding 1990, 3ff and find reception in the current management debate (interview DaimlerChrysler EMD Asia 2002).    


� Compare to: Ashby's law of prerequisite variety. Ashby (Beer 1988)


� 'The new paradigm does not aim at identifying one best way but relies on the assumption, that there are many equivalent good ways despite the unity of the global environment. What is believed to be a good and equivalent way also depends on cultural factors. Generally, the environment is no longer regarded as an ontological entity, but as enacted by the organization or differing regulation forms. The organization seems to be loosely coupled to the environment.'  Pohlmann 2002. See also vonFörster 2002.   


 





� generally understood as a two dimensional structure which foresees shared responsibilities and a way of right. Generally, Frequent problems such as conflicts, lack of transparency, high communication and coordination costs turn out to be disadvantageous. The Matrix organization will work best when there is a stable, external pressure for the consideration of the dimensions. Benefits are flexibility and less operative supervising functions of the board through self coordination of subordinates. In the context of innovation, competence centers may be set up to bundle employees who are to contribute to specific issues but are otherwise engaged in line functions. (own research) 


� such as the joint venture of DaimlerChrysler and Volkswagen in the field of renewable energy (production of so called sunfuel as a substitute for gasoline).


� A decade ago Swiss based UBS has undergone a process of counting and systemizing informal projects. Since then the number of projects aiming at product development is limited and visible in the organization, the projects are in the responsibility of project managers and reported to the management of the line (own research). 


� naturally there is also investor driven growth.
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