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Lecture Objectives:

* Describe the general and task environment and the dimensions of each.
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* Explain how organizations adapt to an uncertain environment.
* Define corporate culture and give organizational examples.
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* Explain organizational symbols, stories, heroes, slogans, and ceremonies and
how they relate to corporate culture.
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* Define a symbolic leader and explain the tools a symbolic leader uses to
change corporate culture.
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First....what is the external environment?
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* Everything outside the organization’s borders that can potentially effect the
company.

* The external environment has two layers.
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Two Layers: The General and Task Environment

* The general environment (macro-environment): 1s the layer of the external
environment that affects the organization indirectly.
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 The task environment (micro-environment 42 )l 4l)): the layer of the
external environment that directly influences the organization’s operations
and performance.
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The General Environment dalad) 4l

* Changes in the general environment may not instantly change the daily
operations of a company, but they will effect 1t in the long-term.
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Dimensions of the General Environment (PEST)
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* Political dimension: political system, new regulations, tax laws etc.

* Economic dimension: the condition of the economy (what 1s the inflation
rate? Are there import/export restrictions?)

* Social dimension: values, norms, customs, demographics.

* Technological dimension: technological innovations 1n the industry.
Changing by the minute.
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* Closer to the organization.
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* Includes all those parties who conduct day-to-day exchanges with the
company.
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Task environment

1. Customers sk 3
2. Competitors (dliall
3. Suppliers (2 s<l

4. Labour Market Jezll (3 g
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A Customer is..

* Person or company that buys
goods/services from the organization.

* A patient 1s a customer.
e A student 1s a customer.

e A traveler 1s a customer.




Customers determine if a company succeeds or fails
and so....

Companies must always think...
* How will my customer base change? Should I target a different age group?

* What do my customers want now and what will they want in the future? How
can I prepare?

* The company works continuously to know, and satisfy its customers wants,
or risks loosing their custom.
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Difference between customer & consumer
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* A customer becomes a consumer when he or she personally uses the
good/service they buy. When they consume it.
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* Not all customers consume....some buy a product to sell it off.
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 We call them B2B customers.



A Critique of consumerism  4SMgiad ais

* We have to consume to live. But what
happens when we consume more than
we need.

* This 1s called a culture of
consumption.

e This culture 1s based on waste.

* It causes the degradation of the natural
environment.

* And encourages materialism.



WE BUY THINGS WE

DON'T NEED
WITH MONEY WE

DON'T HAVE

TO IMPRESS PEOPLE WE

DON'T LIKE
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Competitors Crpmiliall

* Other companies 1n the same sector/industry that provide goods and services to the
same customers.
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* Apple versus Samsung smartphones.
* Taxis versus Uber.
* Pepsi and Coke a Cola.

* Libyana versus Madar.



Is Competition Good or Bad for Business?



* To win over new customers companies compete on price, quality
and customer service.

* Competition will....

* Push down price.
* Improve quality of goods and services.
* And improve customer experience.

* Companies have to stand out over competitors to stay relevant.



What happens if there is no competition?
* [f a company 1s protected from competition, for example, 1f it holds a
monopoly?

* Then it can keep prices high and product quality low.
* It has no incentive to innovate.

e Customers lose!



Suppliers (2,5l / O gaal)

* Suppliers sell raw materials or finished goods and services to other
companies, which use them to produce their own output.
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* Who supplies this university?



Who Supplies The International Libyan University?

1. A supplier for food (cafeteria services).

2. A supplier for computers and computer maintenance (local
electronics retailer, and IT technicians).

3. A supplier for cleaning services.

4. A supplier for office stationary (paper, pens etc.).



Labour market Jeal) 3o

* The labour market includes anyone seeking a job and all companies offering a job.
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o Skilled and unskilled workers.

* The university looks to the labour market for:

* Teaching staff

* Administrative staff
* Cleaning staff

* Security



Why is it called a Labour market?
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* Because it 1s influenced by supply and demand.
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 Supply= workforce. 4l 5 @&l =y sl

* Demand= the company seeking to hire for a job.
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* High supply of work seekers for the job (surplus), pushes price of wages down.
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* Shortage 1n supply and excess in demand, pushes price of wages up.
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* Surplus: Quantity supplied 1s greater than quantity demanded.

* Shortage: Quantity supplied is less than quantity demanded.



The Internal Environment Al al) Al

* Includes everything inside the organizations boundaries.
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Explain How Organizations Adapt to An Uncertain

Environment ) .
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* What 1s uncertainty?

 Uncertainty 1s the state of not
knowing what 1s coming next.

* The business environment 1s
uncertain, because we don’t know
how 1t will change.




Complexity and Uncertainty:

* The more complex an environment (the more economic, legal,
political, social and cultural and international factors effecting its
operations), the higher the chances of change....the higher uncertainty.

* For example, a multinational company working 1n o1l production, in
Libya today operates with high uncertainty. Anything could change

(politically and economically) and alter its operations at any time.

* It must prepare for different scenarios.



Less Complexity, More certainty.

* If the environment 1s not effected by
many changes...it 1s not complex. Then
we call it a certain environment.

* Imagine you own and manage a farm.

* What will change in your

environment?

* Is it a certain or uncertain
environment?




A Certain Environment.

* You are not expecting a new jump 1n technology to change the game.
* Economic changes will only effect your operations in the long-term.

* Legal-political factors don’t really concern you.

* Same customers, suppliers, and competitors for the last few decades.

* Everything is familiar....everything is certain.



Some Techniques Management can use to Reduce
Uncertainty and Adapt to Change:

1. Forecasting and planning. Jayhaaill 5 28 sill
2. Flexible Structures. o=l JSsel

3. Mergers. <SS il Lol



Forecasting and Planning ) g b il
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* Forecasting and planning for environmental change 1s important when uncertainty 1s high.

* Forecasting is about spotting trends, and using them to predict what will happen in the future.
* Reading the news can help you forecast.

* Plan a response to your predictions.

* If you work 1n finance, plan for rapid change in the economy.

* If you are in the vacation/tourism industry, plan for an environmental disaster.



Flexible Structure Gl anlaidl)

A flexible structure or organic structure 1s the most suitable for an uncertain
environment.

Why?

1. Decentralized. Employees at lower levels have the autonomy to make decisions quickly
and respond to changes in the environment.

2. Information is free-flowing so more employees are informed of the situation and ready to
act.

3. Little or no boundaries between functions. Different divisions work together as teams, to

respond to important changes.

4. Little rules and regulations that stifle action.



Merger CriS i (o L)

* When two or more companies combine to form one.....usually
through acquisition. 32 (S8l aai (i 44

* Period of complex negotiation comes first. (lots of advisors,
financial and legal). o=l oo gY) 5 shall



Why Merge?

* Why might you merge? ¢zlex¥) 1l

* Imagine you are a small IT company facing economic uncertainty and poor
performance, and have been failing in the last two years to make profit.

* A large, multinational IT firm wants to acquire your company, by agreeing to the
merge you gain...

Synergy: when you merge, you benefit from each others strengths.
Benefits of size. Sharing of capacities and resources.
Diversification: Enter a new market with high potential.

Expand revenue.



Examples:

* Royal Dutch + Shell Transport and Trading= Royal Dutch Shell (merged in 1907).
Today 4" largest company in world.

* British Petroleum +Amoco= BP. International merger between British and American
companies.

* Facebook +Instagram= Facebook Inc.
* Facebook + WhatsApp= Facebook Inc.
* Google+ Youtube= Google Inc.

* ¢eBay+ PayPal= eBay Inc.



The Internal Environment: Corporate Culture
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Corporate culture 1s the set of values, assumptions, beliefs and norms that a
company’s members share.
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Corporate culture 1s important for competitive advantage.

Corporate culture 1s taught to new members.



Levels of Corporate Culture: Surface and
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* Corporate culture can be analyzed at two levels.
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1. Surface level or the visible culture. It includes ‘artifacts’ (dress, office layout). We
can see/observe this aspect of culture.
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1. The interior level or the invisible culture. It includes values, assumptions, beliefs.
(e.g. a belief in excellence, in honesty, attention to detail, maximum participation). We
cannot see this aspect, but we can feel and experience it.
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INTERNAL ENVIRONMENT
Levels of Corporate Culture

Culture that can

be seen at the
surface level Visible

1. Artifacts, such as dress, office
layout, symbols, slogans,
ceremonies

l Invisible I

2. Expressed values, such as “The
Penney Idea,” “The HP Way”

3. Underlying assumptions and

deep beliefs, such as “people
are lazy and can’t be trusted”




Cultural Artifact: Work Space Layout







Visible Culture: Symbols

* ‘An object, act or event that conveys
meaning’ (Daft, 1998).

* Symbols communicate the company’s
values.

* Corporate logos, and slogans, artwork,
etc. cj\ ‘L“r.é e cJLzﬁa PPV Al
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Visible Culture: Slogans

‘a sentence that expresses the key corporate value 1n brief” (Daft, 1998)

©
HEAR WHAT
YOU WANT

THE NEXT CHAPTER BEGINS

studio.beaqls




Stories

* ‘A narrative based on true events that is reported frequently and shared
by organizational employees’ (Daft, 1998).

* The story 1s told to new employees to keep the company’s values
alive.



Heroes

‘A figure who exemplifies the deeds,
character and attributes of the corporate
culture.” (Daft, 1998).
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* Heroes are role-models for employees.

Steve Jobs
19552011




Ceremonies asi) pall /i LaiaY

* ‘A planned special event and 1s conducted for the benefit of an
audience.’
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* The ceremony will communicate the company’s values dramatically.

* They help create bonds between those who share 1n the event.



L.'Oréal Women in Science Awards

* What does this ceremony say about the
culture of L'Oréal?




Doodle 4 Google Youth Awards




Symbolic Leadership

* Symbolic leaders are managers who used symbols, slogans, stories and
ceremonies to shape corporate culture.

* Symbolic leaders communicate values in words and actions.

* They articulate a vision for the company that excites employees.
* Actions speak louder than words. Symbolic leaders do.



The End

Questions?



