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Overview Of The Course

1. The Tasks of the Executive

2. Models of man

3. Performance management

4. Decision Making

5. The Control Problem

6. The Issue of Adaptation (Change)

7. Strategy and the Corporate Finance Revolution

8. The Changing Nature of the Firm
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Change: overview

o The managerial approach to change

o The differences between adaptation, change, development and transformation

o Changes in the environment – external change agents

o The CEO and change

o “Changing” the internal organization

o The human side of change

o The need for a wholistic approach to “change” 
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Eight Steps to Transforming Your Organization*  1/2

Stage Actions Needed Pitfals

Establishing a sense of 
urgency

Examining market and competitive realities

Identifying and discussing crises, potential crises, 
or major opportunities

Underestimating the difficulty of driving people 
from their comfort zones

Becoming paralyzed by risks

Forming a powerful 
guiding coalition

Assembling a group with enough power to lead the 
change effort

Encouraging the group to work together as a team

No prior experience in teamwork at the top

Relegating team leadership to an HR, quality, or 
strategic-planning executive rather than a senior 
line manager

Creating a vision
Creating a vision to help direct the change effort

Developing strategies for achieving that vision
Presenting a vision that’s too complicated or vague 
to be communicated in five minutes

Communicating the 
vision

Using every vehicle possible to communicate the 
new vision and strategies 

Teaching new behavior by the example of the 
guiding coalition

Undercommunicating the vision

Behaving in ways antithetical to the vision

*John P.Kotter (1995) Leading Change: Why Transformation Efforts Fail. Harvard Business Review, March-April 59-67
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Eight Steps to Transforming Your Organization* 2/2

Stage Actions Needed Pitfals

Empowering others to 
act on the vision

Getting rid of obstacles to change
Changing systems or structures that seriously 
undermine the vision
Encouraging risks taking and nontraditional ideas, 
activities, and actions

Failing to remove powerful individuals who resist 
the change effort

Planning for and 
creating short-term 
wins

Planning for visible performance improvements 
Creating those improvements
Recognizing and rewarding employees involved in 
the improvements

Leaving short-term successes up to change
Failing to score successes early enough (12-24 
months into the change effort)

Consolidating 
improvement and 
producing still more 
change

Using increased credibility to change systems, 
structures, and policies that don’t fit the vision
Hiring, promoting, and developing employees who 
can implement the vision
Reinvigorating the process with new projects, 
themes, and change agents

Declaring victory too soon—with the first 
performance improvement
Allowing resistors to convince “troops” that the 
war has been won

Institutionalizing new 
approaches

Articulating the connections between the new 
behaviors and corporate success
Developing the means to ensure leadership 
development and succession

Not creating new social norms and shared values 
consistent with changes 
Promoting people into leadership positions who 
don’t personify the new approach

*John P.Kotter (1995) Leading Change: Why Transformation Efforts Fail. Harvard Business Review, March-April 59-67



11/05/2010 J. Strikwerda · 6

Miles’ High-engagement goal-alignment cascade process

o Managers at different levels have to:

a) Confront business realities
b) Develop a compelling vision and business success model
c) Focus on quantum improvement initiatives
d) Construct clear performance expectations
e) Engage all members in dialogue
f) Quickly encourage and respond to feedback
g) Establish accountability 
h) Follow through for execution

R.H. Miles, “Accelerated Organizational Transformation”, in: Breaking the Code of Change, p. 388.
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Why is change resisted?* 

1. Homeostasis
2. Stare decisis
3. Inertia
4. Satisfaction
5. Lack of ripeness
6. Fear
7. Self-interest
8. Lack of self-confidence
9. Future shock
10.Futility: plus ça change, plus c’est la meme 

chose
11.Lack of knowledge
12.Human nature (greedy vs altruism)
13.Cynicism
14.Perversity
15. Individual genius vs group mediocrity
16.Ego

17.Short-term thinking
18.Myopia
19.Sleepwalking (unexamined lives)
20.Snow blindness (groupthink)
21.Collective fantasy (march of folly)
22.Chauvinism conditioning
23.Fallacy of the exception
24. Ideology
25. Institutionalism
26.Natura non facit saltum
27.The rectitude of the powerful
28. ‘Change has no constituency’ (Macchiavelly)
29.Determinism
30.Scientism
31.Habit (the flywheel of society)
32.The despotism of custom
33.Human mindlessness

* O'Toole, J. (1995). Leading Change: Overcoming the Ideology of Comfort and the Tyranny of Custom. San Francisco: Jossey-Bas.
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Examples of change strategies

o Facilitating strategy
– Playing on individuals short term benefits: involvement, consensus, conflict avoidance, informal 

communication
o Rational-empirical strategy

– (1) Man is rational: concentrate on facts, arguments, convince
– (2) Individual will behave according to Vroom’s Expectation Model

o Power strategy 
– Enforce changes on basis of position power, without deep interventions

o Normative strategy
– based on Freud’s psychoanalysis, sensitivity training, feed-back on behavior, not (directly) 

economic oriented
o Re-education strategy

– Focus on team, cooperation, group philosophy, training
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Dealing with resistance to change*: always apply a combination

o Education and Communication
– When resistance is based on inadequate or inaccurate information and analysis, especially if the initiators need 

the resistors’ help in implementing the change
o Participation and Involvement

– When change initiators believe they do not have all the information they need to design and implement a change, 
or when they need the wholehearted commitment of others to do so, involving others makes very good sense, but 
it does have its drawbacks.

o Facilitation and Support
– When fear and anxiety lie at the heart of resistance. If time, money, and patience just are not available, then using 

supportive methods is not very practical
o Negotiating and Agreement

– Negotiation is particularly appropriate when it is clear that someone is going to lose out as a result of a change 
and yet his or her power to resist is significant

o Manipulation and Co-optation
– Having no other alternative, and not enough time to educate, involve, or support people, and without the power or 

other resources to negotiate, coerce, or co-opt them, managers have resorted to manipulating information 
channels in order to scare people into thinking there is a crisis coming which they can avoid only by changing, = 
risky.

o Explicit and Implicit Coercion
– in situations where speed is essential and where the changes will not be popular, regardless of how they are 

introduced, coercion may be the manager's only option, = risky
* Kotter, Realizing Change, CD-ROM, Harvard, 1997
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Changing Minds: Alternative Approaches 

o Reason: effective executives are able to read other people with respect to what type of reasoning the 
other will respond to

o Research: Many managers want to see a number of relevant cases, reason by the 80/20 rule, look for 
opinions of others, etc. 

o Resonance: Most people react to new views, ideas or perspectives also, or sometimes even more, that 
it resonates with their feelings, that those new ideas fit the situation. New ideas or perspectives not only 
trigger affects at the level of cognition or logic, even more the affective dimension of someone’s mind. 

o Redescriptions: A new idea may be convincing in an intellectual way, but the concern of managers 
addressed with a new idea often not is its intellectual validity, but how to explain it, in a way that fits his 
person in relation to his subordinates and his peers. A new idea becomes convincing to the extent that it 
lends itself to be explained in different stories, formats and different levels of abstraction, dependent on 
other levels of organizational members to be involved. Executives who are effective in mind changing 
test new ideas for this capacity for representational redescription. 

o Resources and rewards: Perhaps this sounds contrary to changing minds, but some people define new 
ideas and new business models in terms of what’s in it for me?

o Real world events: Some times people need a shocking outside event, terrorist attack, economic 
depression, a new rule breaking technology or competitor, to change their minds, or at least to create 
the awareness that a change of mind is needed.

Gardner, H. (2004). Changing Minds: The Art and Science of Changing Our Own and Other People's Minds. Boston, Mass.: Harvard Business School Press.
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The iceberg of organization change 

French & Bell

Formal (Overt) aspects:
Goals
Technology
Structure
Policies and procedures
Products
Financial resources

Informal (Covert) 
aspects:

Perceptions
Attitude
Feelings (anger, fear, 

linking, despair, etc.)
Values
Informal interactions
Group norms

About the formal and 
informal systems
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The problem of change recipes for managers

o Approaches such as those of e.g. Kotter and Miles, and numerous others in this category: 

– Change, even transformation, is seen as a punctuation in an equilibrium, implicitly based on the 
equilibrium theories in economy and sociology 

– E.g. Lewin’s (1946): unfreeze, change, freeze
– Efficiency is achieved by optimal allocation of resources 

– Changing the organization from the perspective of a punctuated equilibrium results in change 
being a difficult thing, focus on dealing with  resistance to change

o These managerial approaches assume that the problem of change is with the members in the 
organization, not with the executives responsible for timely changes 
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Change as a classical, philosophical issue

o Parmenides (born 515 BC): the multiplicity of existing things, their changing forms and motions, are but 
an appearance of a single eternal reality. All claims of change are illogical

o Heraclitus (540-480 BC): The world exists as a coherent system in which a change in one direction is 
ultimately balanced by a corresponding change in another. “Upon those who step into the same river 
different and ever different waters flow down.”

o Aristotle (384-322 BC): 
– When a substance undergoes a change of quantity or quality, the same substance remains 

throughout. (A changed organization remains an organization). 
– A state into which it changes
– A state from which it changes
– Two types of changes: 

– Change by the unmoved mover (change from within)
– All that is in change (move), is changed (moved) by something else

Parmenides, Heraclitus, Aristotle. (2009). Encyclopædia Britannica. Encyclopædia Britannica 2009 Ultimate Reference Suite. Chicago: Encyclopædia Britannica. 
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The Generic LoNRGPESTLE Grid*: (leading) change of organizations 
needs to be viewed from the perspective of changes in society

Political Economic Sociocultural Technological Legal Environment

Local Local government
Local associations

Local market
Local economic 
circumstances, 
talent, 
technology, 
tolerance

Civic society
Educational level
Diversity

Local mastering 
of technologies

Local 
infrastructures

Local regulations

Informal norms

Local regulation 
with respect to 
hazardous 
materials

National

National 
Government
Policies
National bodies

SWOT national 
economy
Market efficiency
Structure
Dynamics
Labour market

Demographic 
change
Ethnic 
composition
Role of work in 
life

R&D 
infrastructure, 
spending
National 
infrastructures
Standards

National 
legislation
Labour,
Corporate law
Anti-trust law

National 
regulations with 
respect to 
hazardous 
materials
Ecology-policy

Regional

European 
Commission

Bilateral trade 
agreements

Regional 
development 
programs
Subsidy schemes

Free movements 
of people
Free movements 
of ideas

Subsidy schemes 
for R&D, 
Standardization

Free movement 
of goods, persons 
and ideas
Anti-trust 
legislation

Idem

Global

International 
bodies
WTO
NGO’s 

Trading blocs
World financial 
market

Cross-cultural 
issues

Global de facto 
standards

Tax-agreements
Import- & export 
duties

Agreements with 
respect to CO2-
emission

* Adapted from: Capon, C. 2000. Understanding Organisational Context. London: Financial Times - Prentice Hall



The evolution of (management of) change over time 

1960s 1970s 1980s 1990s >2000

Economy
Post World War II 
recovery and 
prosperity

Stagnation + inflation, 
oil price shock

Increased foreign 
competition, 
globalization, 

Rapid and 
discontinuous 
economic and political 
change

Geo-politics between 
US, Europe and China, 
greater competition, 
greater uncertainty, 
lower profitability, 
adapting to the new 
digital, networked 
economy

Response of 
business

Evolution of the 
form of modern 
business

To enhance the 
growth businesses 
diversify

Return to 
conservative style of 
management, moving 
away from 
diversification, 
discipline of financial 
control systems
Role of market share, 
use of cash flow for 
new ventures 

Financially driven 
strategies
Restructuring

Corporate networks, 
corporations 
reinventing themselves, 
alliances, selling 
solutions rather than 
products, shareholder 
value increase through 
re-engineering and 
restructuring

Market power 
strategies, cooperation 
between firms and 
national governments, 
changing concept of 
the firm, co-creation, 
co-engineering, 
competing through 
new business models

Nature of 
change

Behavioral 
interventions aimed 
at decentralization, 
birth of 
management of 
change

Restructuring, 
teamwork, 
organization 
development, styles 
of management

Decentralization, (unit 
management), second 
wave of IT, PC, culture 
change

Third wave of IT, 
business process 
engineering, values, 
leadership, 
restructuring, 
outsourcing, post-
merger integration

Changing business 
models, changing 
dominant logics, 
systemic change, 

organizing for change 
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Change, adaptation, etc. is permanent (speed and frequency may differ) 
simply because business models invalidate themselves, apart from external 
influences (success cannot be repeated) 

Action/
objective Market Positive 

Result

Same
Action

Changed
market Failure

t = n

t = n+1

t = n+2

t = n+i

Adapted 
Action

Positive 
result

Again 
changed
market

Ad infinitum

Strikwerda, J. 2005. "De marginalisering van change management". Holland Management Review, 22(101): 17-31.
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Why Change? 

o All (organizational) change has as its source changing scarcities in the economy, that is changing 
relative prices*

o Discussion: Is North right, or might other sources of change exist, e.g. changing self-image of man? 

* North, D. C. 1990. Institutions, Institutional Change and Economic Performance. Cambridge: Cambridge University Press.



The Star Driver [of new strategies]: The Vanishing Costs of 
Information* 

o Intricate  contracts, options, and conditional deals, including those that prepare for an almost 
infinite range of possible future outcomes, will be increasingly feasible 

– Companies in the soft drink and retail industries are already making good use of cheaper 
information to structure and implement contracts that accommodate multiple potential outcomes. 
(Coca-Cola) 

– Use of real option theory in the movie industry 

o Interdependent decision making
– Neo-classical economy assumes that economic actors are atomic, reality is more like keeping up 

with the Jones
– People make decision on basis of a  perception what other people decide or have decided

– E.g. over 82% of US students own an iPod
– Amazon: readers  also bought … 

De Kuijper, M. (2009). Profit power economics : a new competitive strategy for creating sustainable wealth. Oxford ; New York: Oxford University Press.
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Seeing changes in the environment: Change Blindness*

Original diagram from: Ansoff, H. I. 1984. Implanting Strategic Management. New York: Prentice Hall
*Bazerman, M. H., & Moore, D. A. (2009). Judgment in managerial decision making (7th ed.). Hoboken, NJ: John Wiley & Sons, but Bazerman & Moore fail to elaborate this important 
theme.

Mentality filter
Dominant logic 

Representative heuristic 
Confirmation trap

Anchoring
Etc.

Action

Environment

Data

Information

Perception

Surveillance filter
Bounded awareness
Availability heuristic Power filter
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Executives and managers have ample arguments to deny the 
objective facts and developments calling for change

o “The imperative for change is related not simply to the immediate experience of the firm but also to the 
economic and social environment. If deterioration can be denied, or justified by events ‘beyond 
management’s control’ in the industry or the economy, it is tempting to wave off the danger signals. The 
environment of approval or disapproval in the actions of peers inside or outside the industry, and by 
those who monitor corporate performance, has much to do with individual behavior. The herd instinct is 
strong in business as in other human activity.” (Donaldson, 1994: 42)

Donaldson, G. 1994. Corporate Restructuring: Managing the Change Process from Within. Boston, Mass.: Harvard Business School Press.
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Factors Determining The Choice Of The Organization Form 

Organization form 
What drives new 

organization 
forms? 

What enables new 
organization forms? 

What 
requirements 
organization 

forms have to 
satisfy?

What restricts agents to 
make rational choices 

with respect to 
organization forms? 

New strategies
Changes in 

market structure
New profit 

models
New cost 
dynamics

New economies 
of scale

Capital markets 
(real option 

theory)

Restrictions in resources: 
human resources, IT-systems

Restrictions in social-mental concepts
Lagging legislation

Tendency to cling to traditions
Personal interests, gaming
Rule following decision making
Bounded rationality / event certainty

Explicable, 
internal, external
Controllable
Fit-to-strategy
Fit-to-market
Exploiting 
knowledge, 
creating 
knowledge
Efficient, 
synergetic
Reconfigurable
Adaptable

Informatization of products and services
ICT: ‘death of distance’, richness and reach

Multidimensional control

Process reengineering:
Modularization, standardization, interoperability
Activity based costing
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Why change, adaptation, transformation, etc.  is a dilemma for CEO’s

o Personal reputation: liability of newness  against shareholder value and share holder expectations

o The needed change usually implies that some members of the circle of personal loyalists of the CEO 
have to be removed

– The logic of consequence versus the logic of appropriateness 
– How to identify the managers on which change will be built and which to be removed as a 

prerequisite for change

o To maintain the personal power base 

o Existing information asymmetry between the CEO and lower level management with respect to 
processes whose details hide the devils
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Exogenous factors for adaptation*: A firm has little discretion to 
decide whether to change or not

o Technological developments (new products, break through in cost levels)

o Increasing transparency of markets, reduction of information asymmetry 

o Internationalization, globalization of the economy

o Business cycles

o Social en demographic long term developments

o An increasing level of consumer expectations and sophistication

o Discontinuities  (competitors breaking existing rules and setting new rules of the game)

* Abell, D. F. 1993. Managing with Dual Strategies: Mastering the Present Preempting the Future. New York: The Free Press.
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External actors forcing change and adaptation

o Capital market
– Forced break ups
– Force to invest in new activities
– Active shareholders, raiders

o The system of law and regulation
– Eg. The breaking up of AT&T

o Product markts
– Sanction of not adaptation is chapter 11

o Labor Force
– Changes in physical work places, teamwork, 
– Increase of creative workers and professionals = increase of specific, 

personal knowledge as key asset

o Technology
– Eg. Gas turbines breaking up the monopoly of electricity monopolists

o The system of corporate governance 
– Forced removal of board members
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Organizational change / adaptation as viewed by economists versus 
organizational theorists: why bother about change? 

Population-ecology-theory
Environmental selection

o The renewal of organization forms / business 
models in the economy results from the renewal 
of the population of firms (average age is 30-40 
years, liability of age)

– Variation
– Selection
– Retention
– Competition 

o Those firms failing to adapt are liquidated, new 
firms adopt new organization forms / business 
models

Contingency theory
Adaptive change

o “Organizations are seen as adapting over time to 
fit their changing contingencies (environment, 
size, strategy) so that effectiveness is 
maintained.”* 

* Donaldson, L. 2001. The Contingency Theory of Organizations. Thousands 
Oaks: Sage Publications, p. 2.

Baum, J. A. C. (1996). Organizational Ecology. In S. R. Clegg, C. Hardy & W. R. 
Nord (Eds.), Handbook of Organization Studies. London: SAGE.
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“Structure follows strategy … but the market is the common 
denominator …”*

*A.D. Chandler, Strategy and Structure: Chapters in the History of the Industrial Enterprise, 1963:382-3

Organisation
form Market

Strategy

Nature of 
operational 
processes

Market 
attractiveness

Market 
structure

Fit-to-market:
• Patterns of consumer 

preferences, buying behavior
• Availability of alternative 

distribution channels
• Link between products/services 

and distribution channels
• Need for mix-match flexibility

Economic contingencies:
• Size
• Type and availability of human 

resources
• Type of knowledge exploited
• Economies of scale
• Economies of scope
• Economies of speed
• Purchasing power
• Uniqueness of resources
• Modularity, standards
• Communication costs
• Market efficiency (outsourcing)

Competences

Fit-to-strategy

Ex
te

rn
al

 in
flu

en
ce

s
Fa

ct
or

 m
ar

ke
ts
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Conventional operating models: change as switching to 
new structures; obsolete

(f) ‘Verlag’ organisation

(a) Functional organisation (c) Customer profit center organisation

(d) Country- or geographical organisation

(b) Multi-product division (BU) organisation

(e) Split business chain organisation

Sa
le

s

Lo
gi
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s

M
an
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D
ev
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t
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Market segment X

Market segment Y

A B C
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A
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P

Q

M
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O
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The transformation of the traditional M-form into platform 
organizations

CEO

StaffServices

BU BU BU

CEO

StaffServices

} ssc’s

BU BU BU

CEO

StaffServices

BU BU BU

Acc Mgt  X

Acc Mgt Y

CEO

Staff

BU BU BU

ssc A

ssc B

ssc C

p
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The shift of power towards consumers: the difference 
between the SSC-organization and the customer centric 
organization*

CEO

StaffServices

BU BU BU
Product A Product B Product C

Account X

Markt
segment Y

CEO

Staff

BU BU BU

Infrastructure A
Infrastructure B
Infrastructure C

BU+ Shared Service Centers
(Product Centric Organization)

• BU has P/L-responsibility, is 
primairy accountalbe unit in the 
control model

• SSC’s are task-organizations, 
budget follows those of BUs

(A call center-SSC is not yet 
customer centric)

Account-organization (Customer 
Centric Organization)

• Account, respectively 
marketsegment has P/L-
accountability, is primairy unit in 
the control model

• BU’s are resource departments for  
product development and 
manufacturing working for the 
Accounts/ marktsegments

Platform organization (Customer 
Centric Organization)

• BU (=account mgt / market 
segment) has P/L accountability, is 
primairy unit in control model, has 
no resources of its own

• SSC’s are infrastructure for: 
• Customer interface
• Delivery
• Manufacturing
• Product development
• Back office activities
• ICT-services

CEO

StaffServices

BU BU BU

Product A Product B Product C

SSC A

SSC B

*Galbraith, J. R. (2005). Designing the Customer-Centric Organization: A Guide to Strategy, Structure, and Process. San Francisco: Jossey-Bass.
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The taxonomy of web-related business models according to Rappa*: 
changing business models 

Brokerage 
Model

Advertising 
Model

Infomediary 
Model

Merchant 
Model

Manufacturer 
(Direct) Model Affiliate Model Community 

Model
Subscription 

Model Utility

1. Marketplace 
Exchange

2. Buy/Sell 
Fulfillment

3. Demand 
Collection 
System

4. Auction 
Broker

5. Transaction 
Broker

6. Distributor

7. Search 
Agent

8. Virtual 
Marketplace

1. Portal

2. Classifieds

3. User 
Registration

4. Query-
based Paid 
Placement

5. Contextual 
Advertising / 
Behavioral 
Marketing

6. Content-
Targeted 
Advertising

7. Intromercials

8. Ultra-
mercials

1. Advertising 
Networks

2. Audience 
Measure-
ment 
Services

3. Incentive 
Marketing 

4. Meta-
mediary 

1. Virtual 
Merchant

2. Catalog 
Merchant

3. Click and 
Mortar

4. Bit Vendor

1. Co-creation

2. Purchase

3. Lease

4. License

5. Brand 
Integrated 
Content

1. Banner 
Exchange

2. Pay-per-
click

3. Revenue 
Sharing

1. Open 
Source

2. Open 
Content

3. Public 
Broad-
casting

4. Social 
Networking 
Services

1. Content 
Services

2. Person-to-
Person 
Networking 
Services 

3. Trust 
Services 

4. Internet 
Services 
Providers 

1. Metered 
Usage

2. Metered 
Subscript-
ions

* http://www.digitalenterprise.org/models/models.html accessed 20/4/09

http://www.digitalenterprise.org/models/models.html�


The interactionist perspective: people’s behavior results from the 
joint influences of both personality and the nature of the situations in 
which that  behavior occurs
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Influence of 
personal 
qualities 

(personality)

Influence of 
the situation

(setting, 
context, 

environment)

Joint 
influence of 
person and 

situation

BEHAVIOR

Greenberg, J. (2010). Managing Behavior in Organizations (fifth ed.). Upper Saddle River, NJ: Prentice Hall, p. 70. 
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Contrasting Approaches For Managing Adaptation*

Programmatic Change Assumptions

o Problems in behavior are a function of individual 
knowledge, attitudes, and beliefs

(consequently)

o The primary target of renewal should be the content 
of attitudes and ideas: actual behavior should be 
secondary

o (Behavior can be isolated and changed individually)

(consequently)

o The target of renewal should be at the individual level

o Task Alignment Assumptions

o Individual knowledge, attitudes, and beliefs are 
shaped by recurring patterns of behavioral 
interactions

(consequently)

o The primary target of renewal should be behavior; 
attitudes and ideas should be secondary

o (Problems in behavior come from a circular pattern, 
but the effects of the organizational system on the 
individual are greater than those of the individual on 
the system)

(consequently)

o The target for renewal should be at the level of roles, 
responsibilities, and relationships

* M. Beer, R.A. Eisenstat & B. Spector (1990) The Critical Path to Corporate Renewal. HBSP, p. 61
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Theory E and Theory O of change

Dimensions of change Theory E Theory O Integrated Theory E and Theory O

Goals Maximize shareholder value Develop organizational 
capabilities

Explicitly embrace the paradox 
between economic value and 
organizational capability

Leadership Manage change from top down Encourage participants from the 
bottom up

Set direction from the top and engage 
people from the bottom 

Focus Emphasis on structure and 
systems

Build up corporate culture 
employees behaviour and 
attitudes 

Focus simultaneously on the hard 
(structures and systems and the soft 
(corporate culture)

Process and planning Plan and establish programmes Experiment and evolve Plan for spontaneity

Rewards systems Motivate through financial 
systems

Motivate through commitment: 
use pay as fair exchange

Use incentives to reinforce change but 
no to drive it

Use of consultants Consultants analyze and shape 
solutions

Consultants support management 
in shaping their own solutions

Consultants are expert resources who 
empower employees 

Beer, M., & Nohria, N. (2000). Cracking the Code of Change. Harvard Business Review(May-June).
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First and second order adaptation (change)

Organisation-improvement
First order change

Departure of a stated norm or 
objective

Diagnosis of 
its causes

Identification of possible remedies 
within the existing structure

Selection of most 
adequate  remedy

Implementation

Evaluation

Awareness that the business model 
no longer is adequate

Defining new business model

Determining new system of internal 
governance 

Appointment of (new) managers on 
the (new) accountable entities

Defining missions, tasks, allocation 
of resources

Managers organize human 
resources, operational processes

Organisation-change
Second order change

Performance control S
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Organisation-
innovation:

… is the adoption of an 
idea or behavior that is new 
to the organization’s [firm’s] 
industry, market, or general 
environment. … For 
purposes of managing 
change, however, the terms 
innovation and change will 
be used interchangeably 
because the change 
process within 
organizations tends to be 
identical whether a change 
is early or late with respect 
to other organizations in 
the environment.” (Daft, 
1998: 291).

Daft, R. L. 1998. Organization Theory and Design (sixth ed.). 
Cincinnati, O.: South-Western College Publishing.
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Terminology – what are we talking about? 

o Adaptation – a phrase used by Von Hayek (the father of liberal markets)
– The plight of CEO’s to adapt the organization of the firm to changes in the market place (changes which to a large 

extent result from business itself, including innovation, etc.) 

o Change – A movement which originates from sociology (Talcott Parsons), 
– looking for planned change, placed between the hardship of free markets (Laissez faire, self-adjustment, forced 

unemployment) and totalitarian plan economies 

o Organization development – behavioral science based approach of change, based on incrementalism
– Seeks to liberate individual potential for personal development and to modify the organizational constraints that 

stifle it 

o Transformation – an ill defined phrase
– which can include changing or even innovation of the business model, that is the economics of the firm, see e.g. 

the difference between process re-engineering and business re-engineering 

o Alignment – to adapt the organization to a set strategy

o Preparedness – to develop an organization to enable new strategies / cope effectively with new situations
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A General Management View of Change*

The Corporate Environment: The Capital Markets, The Talent Market

Type of Activity Technical – Economic Commitment of Resources Systemic Context (Structural, Cultural 
and Cognitive)

Corporate

Developing plans and programs 
to shift the strategic domain and 
economic quality of the business 
portfolio in response to corporate 
goals, competition, and market 
response

Decisions to allocate capital and people 
to one or another set of plans

Building the organization and information 
planning, and budgeting systems for 
measuring and rewarding business and 
management performance; the work 
environment; and the value premise

Integrating 
(governance)

Translating and applying 
corporate plans to the concrete 
possibilities provided by the 
business units. Stimulating the 
modification of corporate plans to 
exploit unit opportunities

The brokering of proposals. Selection 
of programs to support

Adapting the corporate context to the 
needs of particular businesses and the 
abilities of particular managers. 
Changing the context.

Operating 
(BU)

Building plans and programs 
involving new processes, 
products, markets, and 
capabilities

Proposals to obtain resources to 
support plans and programs. 
Sometimes called “championing.”

“Making the system work” for this 
business at this time. Proposing changes 
in context.

The Business Unit Environment: The Markets for Products and Services 
* Bower, J. L. (2000). A General Management View of Change. In M. Beer & N. Nohria (Eds.), Breaking the Code of Change. Boston MA: Harvard Business School Press, p. 87. This 
model has been revised, but alas not convincingly in: Bower, J. L., & Gilbert, C. G. (2005). From Resource Allocation to Strategy. Oxford: Oxford University Press.

Strategic Change REQUIRES Systemic Change 



Social Architecture and the Dominant Logic 

o “Social architecture is the sum of the systems, processes, beliefs, and values that determine an 
individual’s behaviors, perspectives, and skills in an organization. It includes managerial behavior 
determinants such as: 

– Organization structure (attributed decision rights, allocation of resources, control over resources, 
reportable dimensions, nature of resource allocation process, nature of the control process, etc.) 

– Performance metrics
– Available information, access to information 

– Reward systems
– Career management
– Training
– Beliefs
– Values

o Reinforced over time and embedded in the  organization in standard operating procedures and rules, 
they lead to a predictable way of thinking about opportunities, competiveness, consumers, and 
performance. We call this the dominant logic of the firm”  
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Prahalad, C. K., & Krishnan, M. S. (2008). The new age of innovation : driving cocreated value through global networks. New York: McGraw-Hill, 148.



The Evolution of Dominant Logic 
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Development of a 
new business model

Success reifies the 
business model

Behaviors,
skills, 

analytical 
tools reflect 

business 
model

Business 
model 

embedded in 
organization

Systems, 
business 

processes, 
ICT 

capabilities 
reflect 

business 
model

Inability to see 
new opportunities 
and act on them; 
inability to build 
new business 

models

Dominant logic
becomes the 
lens through 
which new 

data is 
interpreted

Recipes become dogma: 
dominant logic

Prahalad, C. K., & Krishnan, M. S. (2008). The new age of innovation : driving cocreated value through global networks. New York: McGraw-Hill, p. 149.



Systemic change = change of the systemic context:
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Mission

Value hierarchy

Vision / premises (eidetic information) 

(Strategy) = common / corporate goals

The business model, cause-and-effect relationships 

Performance measurement: on what dimensions performance and position of the firm will be measured and reported, on 
what parameters, including strategic themes, cross unit projects etc. 

The process of deployment of targets, conflict resolution between market opportunities and resource utilization and 
resource allocation 

Available management information, historical, future oriented, financial and non-financial, leading and lagging parameters

The process of (interactive) control and performance evaluation

The system of rewards 

Management development programs, 
Training, coaching

The process for premise control / meta-control
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What is to be changed? 

Mission
Why We Exist

Hierarchy of Values

Vision

Strategy
Our ambition, objectives and choices

Strategy Map
Translate the Strategy into Alignment and Preparedness 

Balanced Scorecard
Measure and Focus

Strategic Outcomes

Satisfied 
Shareholders

Delighted 
Customers

Motivated and 
Prepared 

Workforce

Efficient and 
Effective 

Processes

Adapted from Kaplan, R. S., & Norton, D. P. (2004). Strategy Maps: Converting Intangible Assets into Tangible Outcomes. Boston, 
Mass: Harvard Business School Press.:33 

Targets and Initiatives
What We Need to Do

Personal Objectives
What I Need to Do

• Economic model / 
business model needs to 
be renewed

• New processes
• Thus the organization as 

reflection of the new 
cause-effect relations

• New management 
information

• Objective Function

• Needs to be 
scrutinized and 
adapted to new facts, 
insights, 
technologies, etc. 
external and internal 

• new parameters 
(metrics)

• New dimensions 

Should be 
stable, but 
sometimes 
needs to be 

reformulated
Should be 

generic and 
stable 

• Needs to be revised 
when vision 
changes, and when 
the environment 
changes

• New ambitions

• New targets
• New 

initiatives
• Strategic 

themes

• New knowledge/ 
understanding

• New skills
• New values 
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Is large scale (fundamental) change difficult? 



11/05/2010 J. Strikwerda · 42

How to change the culture of an organization

1. Primary embedding mechanisms
1. What leaders pay attention to, measure, and control regularly
2. How leaders react to critical incidents and organizational crises
3. Observed criteria by which leaders allocate scarce resources
4. Deliberate role modeling, teaching, and coaching
5. Observed criteria by which leaders allocate rewards and status
6. Observed criteria by which leaders recruit, select, promote, retire, and excommunicate 

organizational members

2. Secondary articulation and reinforcement mechanisms
1. Organization design and structure
2. Organization systems and procedures
3. Organizational rites and rituals
4. Design of physical space, façades and buildings
5. Stories, legends, and myths about people and events
6. Formal statements of organizational philosophy, values, and creed

Schein, E. H. 1999. The Corporate Culture Survival Guide: Sense and Nonsense About Culture Change. San Franscisco: Jossey-Bass Publishers. p. 98.



The strategic business-IT alignment model (Henderson & Venkatraman)* 
Obsolete: results in legacy system, lack of data standardization, etc. 

Positioning
Boundary 

Risk

Projects 
PrioritiesContext

Opportu-
nities

Positioning
Boundary 

Risk

Projects 
PrioritiesContext

Opportu-
nities

People 
Partners

Processes

Organizatio
n CultureInfrastructur

e

Leadership 
Governance

People 
Partners

Processes

Organizatio
n CultureInfrastructur

e

Leadership 
Governance

Value

Business Information Technology

St
ra

te
gy

C
ap

ab
ili

tie
s

Alignment of business and IT domains Alignment of strategy and capabilities

*Applegate, L. M., Austin, R. D., & McFarlan, F. W. (2006). Corporate Information Strategy and Management: Text and Cases (7th ed.). New York: Irwin/McGraw Hill, p. 39.
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The 21st century IT-governance is a change agent … 

Information 
Capital 

Category
Description Requirements

Transformational 
Applications

Systems and networks that change the 
prevailing business model of the 
enterprise

Citizen Centric 
Plug & Play

Interoperability 

Analytic 
Applications

Systems and networks that promote 
analysis, interpretation, and sharing of 
information knowledge

Dynamic
Agency specific
Interoperability

Transaction 
Processing 
Applications

Systems that automate the basic 
repetitive transactions of the enterprise

(Semantic) Data 
standardization 
Interoperability 

Technology 
Infrastructure

The shared technology and managerial 
expertise required to enable effective 
delivery and use of Informational Capital 
applications

(Open) Standards

Based on Kaplan, R. S., & Norton, D. P. (2004). Strategy Maps: Converting Intangible Assets into Tangible Outcomes. Boston, Mass: Harvard Business School Press, p. 251.

Enabling new 
business models and 
strategies 

New business 
models and 
strategies 

11/05/2010 J. Strikwerda · 44



Constitutional decisions required to create a multidimensional 
information space for the organization

o The primary profit center is the customer
– Other reportable dimensions and their paramers are decided on strategy, causal relations and legal 

requirements

o All customers are corporate customers, as are suppliers 

o There is one company wide (global) extended general ledger for all operations and entities, based on semantic 
standardization of the fields of the records as set by corporate accounting, this ledger records financial and non-
financial data, external transactions, internal transactions, etc. 

o Customer data is corporate wide accessible, as is the data in the general ledger, except for some security 
restrictions (absence of information asymmetry) 

o All initiatives are based on integral business cases 

o Reporting of turnover and income (cost allocation) on each of the reportable dimensions and entities is by 
corporate accounting only (one trusted source for management information) 

o Contribution is recorded at the level of the individual creative knowledge worker, title moves with the individual, 
rewards are based on corporate performance 
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Collins & Porras: Visionary firms are successful because their 
executives create a balance between preserving a core and 
stimulating progress

o Developing a vision is the way to manage 
continuity and change. 
It provides guidance about what core to 
preserve and what future to stimulate progress 
toward

o A well concerned vision consists of two major 
components: core ideology and envisioned 
future

o Achieving superior long-term performance 
requires core values and a core purpose which 
remain fixed while business strategies change 
continuously

Source: James C. Collins & Jerry I. Porras, HBR, Sept-Oct 1996, 65-77

* Big, Hairy, Audacious Goal

Articulating a vision

Envisioned future

• BHAG’s * (10 - 30y)

• Vivid description 

What do we aspire

to become creative

Envisioned future

• Core values

• Core purpose

What are we (discovery)

Preserve

Change



To be in-control: Mechanisms of Discontent

o “Comfort is not the objective in a visionary company. Indeed, visionary companies install
powerfull mechanisms to create discomfort—to obliterate complacency—and thereby
stimulate change and improvement before the external world demands it.” 
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Collins, J. C., & Porras, J. I. (1994). Built to Last: Successful Habits of Visionary Companies. New York: HarperBusiness, p. 187. 



11/05/2010 J. Strikwerda · 48

The six questions on managing change

1. Why this change? (Context)

2. What is the objective of this change? (Purpose)

3. What needs to be changed? (Content)
• structures, processes, etc.

4. How will the change be accomplished? (Process)
• Involvement, contribution of co-workers
• Phasing, speed, 

5. What’s in for me?

6. How much time do we have? (what should be 
the pace of change?) 

Context

Content Process

Adapted from Pettigrew

Purpose
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