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ABSTRACT

Nature, Antecedents, and Consequences
of Managerial Configuration-Making Preference

By Ramon Gabriel Baltazar

Abstract: The purpose of this thesis is to explain the nature, antecedents, and
consequences of managerial configuration-making preference. Based on a definition of
configuration as the nature of the alignment between organisation strategy and structure,
the study was focussed on the manager’s views about strategy-structure fit, strategy-
structure sequence, and organisational decision-making mode. The study targeted
managers because they are more likely than other employees to be sensitized to the
study variables. As configuration making had not previously been studied at the
individual level of analysis, the research was exploratory and designed to contribute to
theory. The study was conducted in a case research design with the individual manager
as the unit of analysis. Study participants were selected to maximise the variability of
characteristics that might influence the perception of the study variables. Sixteen middle
to top level managers from four organisations in different businesses participated in the
study. The participants took part in conversational interviews guided by questions
around sensitising concepts developed from the literature. To ensure that theory
developed was grounded in field data, the interview transcripts were subjected to
utterance-based coding and analyses that moved the study from the particular to the
general in a systematic manner. A within-transcript analysis was undertaken to reveal
the respondent preferences and views about the study variables. This analysis led to the
development of individual case narratives. To expose patterns and themes across the
cases, a subsequent analysis was undertaken from a symbolic interactionist perspective.
This analysis revealed the underlying meanings of the respondents’ configuration
making preferences, the joint and individual meaning antecedents, and the direct and
indirect action consequences of the preferences. The results of the analysis enabled the
development of a managerial configuration-making framework and specific
propositions that address the study’s purpose. The framework and propositions
contribute to the development of configuration-making theory from the perspective of
the individual manager. Study limitations, practice implications, and suggestions for
future research are discussed.
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Managerial Configuration-Making Preference 1

CHAPTER 1 -RESEARCH PURPOSE, LITERATURE, AND PROBLEM

The purpose of this dissertation is to investigate the nature, antecedents, and
consequences of managerial configuration-making preference. I define configuration-
making preference as the person’s consciously held choice of one configuration-making
practice over other practices; organisation configuration as the nature of the alignment
in the characteristics of an organisation’s strategy and structure (Ketchen et al., 1997;
Ketchen, Thomas, & Snow, 1993; Miller, 1986, 1996; Mintzberg, 1979, 1989); strategy
as the pattern that integrates the organisation’s product-market and competitive
decisions and actions into a cohesive whole (Miles & Snow, 1978; Mintzberg, 1987;
Porter, 1980; Quinn, 1980); and structure as the organisation’s administrative
arrangements, including hierarchical reporting relationships, operating procedures, and
information and control systems (Bumns & Stalker, 1961; Daft, 1998; Mintzberg, 1984).
I single out managers because they are more likely than non-managerial employees to
be involved in organisational configuration-making activities

The research focusses on three variables, namely: strategy-structure fit, strategy-
structure sequence, and organisational decision-making mode. I define strategy-
structure fit as the extent to which the characteristics of the organisation’s strategy and
structure are consistent by virtue of their common connection to a theme (Donaldson,
1987; Miller, 1996; Porter, 1996); strategy-structure sequence as the order in which
organisation strategy and structure are considered in relation to one another; and
organisational decision-making mode as the pattern in the way strategy-structure

decisions are normally handled by the organisation.
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Managerial Configuration-Making Preference 2

I focus on these variables because of their influence on configuration-making.
Fit is a quality (Miller, 1996) that represents at least an outcome, if not a goal, of
configuration-making activities. Sequence and decision-making mode are of interest
because they influence and partially constitute the organisational processes that
determine the type and extent of fit that is created.

In the next section, I review the relevant literature on fit, sequence, and mode.
Following that, I identify the gaps in the literature and within the gaps, the research

problem to be addressed.

Literature Review
Operating Environment, Structure, and Strategy’

Configuration theory emanates from literature in the fields of organisation
theory and strategic management. In organisation theory, a common starting point of
organisational analysis is the firm’s external environment. The environment consists of
many sectors external to the organisation, including the industry, raw materials, human
resources, financial resources, market, technology, economic conditions, government,
socio-cultural, and international sectors (Daft, 2004; Jones, 2005). Of particular
relevance is the organisation’s operating or task environment. A subset of the
organisation’s external environment, the operating environment includes the sectors that

have a direct impact on the firm’s ability to achieve its goals (Dess & Beard, 1984).

! From “Port Governance, Devolution and the Matching Framework: A Configuration Theory
Approach,” by R. Baltazar and M. R. Brooks, in Devolution, Port Governance, and Port Performance
(pp- 381-384) by M. R. Brooks and K. Cullinane (Eds.), 2007, Amsterdam: Elsevier Ltd. Copyright 2007
by Elsevier Ltd. Adapted with permission from Elsevier.
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Managerial Configuration-Making Preference 3

A commonly used variable for describing operating environment is degree of
environmental uncertainty, which refers to the extent to which information about the
organisation’s environment is perceived to be absent (Galbraith, 1973). The sources of
this uncertainty include environmental complexity and environmental dynamism (Dess
& Beard, 1984; Duncan, 1972). Complexity refers to the number of dissimilar elements
in the environment that have to be dealt with by the organisation. Dynamism
characterizes the extent to which the relevant environmental elements are changing. The
more complex and dynamic an environment is perceived to be, the greater the
environmental uncertainty.

Organisation theorists tend to view environmental uncertainty as a contingency
that should be managed by way of the organisation’s structure (Daft, 2004; Jones,
1995). As stated earlier, structure comprises the organisation’s administrative
arrangements, including hierarchical reporting relationships, operating procedures, and
information and control systems (Burns & Stalker, 1961; Daft, 1998; Mintzberg, 1984).
According to the theory, successful organisations have structures appropriate to the
level and source of environmental uncertainty facing them. For example, Lawrence and
Lorsch (1967) found that successful organisations facing highly complex and dynamic
environments were less formalized (i.e., had less documented routines), were more
decentralized, and relied more on mutual adjustments between members of the firm
than the average organisation. Conversely, they found that firms whose environments
were more certain performed better when they adopted more centralized, formalized,

and standardised structures. Similarly, Burns and Stalker’s (1961) research showed the
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Managerial Configuration-Making Preference 4

need for organic structures in dealing with uncertain environments and for mechanistic
structures in dealing with stable environments.?

Although organisation theorists tend to consider the environment and its
characteristics as givens, strategic management researchers do not. Instead, they assume
that, within limits imposed by environmental characteristics, the organisation may
choose to operate within one of several alternative operating environuimental domains.
The choice is made through organisation strategy (Child, 1972), defined as the pattern
that integrates an organisation’s decisions and actions into a cohesive whole
(Mintzberg, 1987; Quinn, 1980).

The dimensions of strategy include product and market scope and competitive
emphasis (Miles & Snow, 1978; Porter, 1980, 1996). The choices the firm makes in

these strategy dimensions have implications on the level of uncertainty in the firm’s

* The terms ‘mechanistic’ and ‘organic’ as used by organisation theorists to contrast types of
organisation structure should not be confused with the terms ‘mechanical’ and ‘organic’ as used by the
sociologist Emile Durkheim to contrast primitive and modern societies. According to Bryant (1995),
Charon (1996), and Stebbins (1990), Durkheim views primitive societies as characterized by mechanical
solidarity, where division of labor is simple and members are essentially the same due to a collective
conscience. In contrast, modern society is characterized by organic solidarity, where division of labor is
relatively complex, and where members are allowed to develop different individual personalities.
Between the two types, mechanical solidarity communities are more adaptable to environmental change
due to the relatively small number of societal specializations and relationships between specializations
that must adjust to the change. In contrast, organic solidarity communities are less adaptable due to the
relatively large number of specializations and relationships that must adjust. Unlike Durkheim, Burns and
Stalker (1961) and other organisation theorists use the terms ‘mechanistic’ and ‘organic’ to distinguish
between organisation structures that differ essentially in degrees of job specialization and standardization
of procedures, as opposed to structural complexity. In mechanistic structures, the degrees of
specialization and standardization are high; in organic structures, the degrees of specialization and
standardization are low. Because environmental shifis tend to require changes in the organisation’s mix of
specializations and standard operating procedures, adaptation is more difficult for mechanistic structures
than for organic structures. The entrepreneurial organisation may be used to illustrate areas in which the
classification schemes are similar or different. Both schemes are similar in considering the
entrepreneurial organisation as being relatively adaptable to environmental change. However, the
schemes differ in that the organisation is considered mechanical by Durkheim’s classification due to
structural simplicity, while it is organic for organisation theorists due to low specialization and
standardization.
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Managerial Configuration-Making Preference 5

operating environment. Product and market scope refers to the range of specific
products and services an organisation offers and the markets to whom the offerings are
made. Every product or service offering has a unique environment comprising factors
that require monitoring, such as government regulations, customer expectations, and
competitor orientations. The wider the product-market scope, the greater the complexity
of the operating environment and the higher the potential for dynamism.

Competitive emphasis refers to the firm’s unique focus in delivering products
and services. As an example, Porter (1980) contends that in any given industry, firms
have the option of adopting either a cost leadership emphasis or a differentiation
emphasis. In cost leadership, the organisation focuses on the efficient delivery of the
basic product or service at lower costs and, often, at lower prices. In differentiation, the
focus is on the effective delivery of augmented product and service characteristics that
go beyond the basics and for which the market is willing to pay a premium. Similarly,
Miles and Snow (1978) contend that organisations may choose between prospector
emphases that are innovation-focussed, and defender emphases that are efficiency-
focussed.

The choice of competitive emphasis has implications on the level of uncertainty
in the firm’s operating environment. As an example, the environment of a differentiator
tends to be more uncertain than that of a cost leader. The former environment is more
complex because the differentiator provides product or service features that the cost

leader does not. Moreover, because the potential for change exists within the specific
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Managerial Configuration-Making Preference 6

environment of every product or service feature carried, the differentiator’s operating

environment tends to be more dynamic than the cost leader’s environment.

Strategy-Structure Fit

Organisation theory and strategic management gave rise to a joint research
stream. Known as configuration theory, this stream sought matching strategy-structure
relationships. The basic theoretical principle of configuration is that organisation
performance hinges significantly upon matching the characteristics of the organisation’s
strategy and structure in a way that reflects, creates, and maintains desirable
characteristics in the firm’s external operating environment (Geiger, Ritchie & Marlin,
2006; Ketchen et al., 1997; Miller, 1986; Miller & Friesen, 1984). As a general
guideline, efficiency-oriented strategies and mechanistic structures are considered
compatible, while innovation oriented strategies and organic structures are considered
to fit. Table 1 is a conceptual framework that illustrates the matching characteristics of
the organisation’s operating environment, strategy, and structure in two alternative
configurations.

Chandler (1962) is widely considered to have initiated configuration research
(see Geiger, Ritchie & Marlin, 2006; Harris & Ruefli, 2000; Miller, 1986). In a
longitudinal archival study, he showed that the national product-market diversification
activities of four large U.S. enterprises led to performance improvements only after the
companies decentralized operations through divisionalisation. Apparently, the

decentralized structures were better able to accommodate the greater uncertainty
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Managerial Configuration-Making Preference 7

associated with diversification than the previously centralized structures. Chandler’s
research was subsequently replicated and supported by Channon (1973), Thanhiser
(1972), and Pooley-Dias (1972) in the U K., Germany, and France, respectively.
Fouraker and Stopford (1968) extended the research to companies that diversified
internationally and found similar results. Rumelt’s (1974) quantitative study of 239
Fortune 500 firms also supported the hypothesized fit to performance link. Thus,
focussing on the diversification and divisionalisation dimensions of strategy and
structure, respectively, early configuration research concluded that strategy-structure fit
influenced organisation performance.

Miller (1986) argued for expanding the research to include multiple dimensions
and strategy and structure. By the mid 1980s, a variety of studies (e¢.g. Dess & Davis,
1984; Hambrick, 1983; Miles and Snow; 1978; Miller & Droge, 1986; Miller & Friesen,
1984; Mintzberg, 1979; Porter 1979, 1980; Pugh, Hickson, & Hinings, 1969) had
exposed multiple dimensions of strategy and structure. Drawing on these works, Miller
(19806) identified five strategy-structure archetypes (‘niche marketers,” ‘innovators’,
‘marketers’, ‘cost leaders,” and ‘conglomerates’) based on the characteristics of 16
dimensions of strategy, environment, and structure. He also proposed that the

configurations, though different, would all succeed due to internal consistency.
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Managerial Configuration-Making Preference 8

TABLE 1
Alternative Strategy-Structure Configurations
Efficiency-oriented Effectiveness-oriented
Configuration Configuration
Operating Low uncertainty High uncertainty
Environment (Low complexity and (High complexity and dynamism)
dynamism)
Organisation Narrow product-market scope Broad product-market scope
Strategy Cost leadership approach (Focus | Differentiation approach (Focus on
on delivery of the basic product delivery of augmented products
or service) and services)
Organisation Mechanistic Organic
Structure (Centralized decision-making (Decentralized decision-making
characterized by higher characterized by higher
standardization and lower customization and lower
customization) standardization)

Note. From “Port Governance, Devolution and the Matching Framework: A Configuration Theory
Approach,” by R. Baltazar and M. R. Brooks, in Devolution, Port Governance, and Port Performance (p.
392) by M. R. Brooks and K. Cullinane (Eds.), 2007, Amsterdam: Elsevier Ltd. Copyright 2007 by
Elsevier Ltd. Adapted with permission from Elsevier.

A steady stream of configuration research as partially documented by Ketchen,
Thomas and Snow (1993) and Ketchen et al. (1997) followed. Early qualitative reviews
of the research characterized the literature’s findings as inconclusive (Barney &
Hoskisson, 1990; Thomas & Venkatraman, 1988). The reviews were based on a voting
perspective that weighed each study equally, regardless of sample size and other study
characteristics. Recognizing the weakness in this approach, Ketchen et al. (1997)

performed a meta-analysis on the body of configuration theory research. In aggregating
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Managerial Configuration-Making Preference 9

results across studies, meta-analysis accounts for sampling and other comparison errors
that may hinder attempts to synthesize the results (Hunter & Schmidt, 1990).

The outcome of Ketchen et al.'s (1997) study was to “remove any equivocality
surrounding configurations' ability to predict performance. On the basis of the estimate
of overall performance effects attributable to configurations, 27.6 percent of the utility
available from prediction of performance differences across firms is predicted by

>3 (p. 233). This strong result confirmed the

configuration membership in this sample
relevance of research on strategy-structure fit.

Configuration research since Ketchen et al.’s work has developed in two
directions: research on configuration as a quality (i.e. attribute or characteristic), and
research that encompasses unit-level functions and activities (such as marketing,
production, and business government relations). As Miller (1996) noted, the prevailing
configuration research was based on either conceptually derived typologies or
empirically derived taxonomies. In conducting subsequent research, Miller proposed
considering configuration as a quality that may vary between organisations, or within
one organisation over time. Miller’s work on ‘strategic simplicity’ as a configuration
quality (Miller, 1993; Miller & Chen, 1996; Miller, Lant, Miliken, & Korn 1996; Miller
& Toulouse, 1998) exemplifies this approach. ‘Degree of strategy-structure fit’ as
indicated by the number and range of strategy and structure elements that the

organisation attempts to make internally consistent, is another configuration quality that

* From “”Organizational Configurations and Performance: A Meta-Analysis,” by D. Ketchen, J.
combs, C. Russell, C. Shook, M. Dean, J. Runge, F. Lohrke, S. Naumann, D. Haptonstahl, R. Baker, B.
Beckstein, C. Handler, H. Honig, and S. Lamoureux, 1997, Academy of Management Journal, 40, p. 233.
Copyright 1997 by The Academy of Management Journal. Cited with permission from The Academy of
Management..
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Managerial Configuration-Making Preference 10

has been considered, for example by Ciborra (1996), Miller (1996), Venkatraman &
Henderson (1998), and Wright & Snell (1998). Although this research is
underdeveloped, it suggests the existence of a range within the fit continuum where
performance is positively affected, but outside of which performance falls sharply. As
an example, Miller (1993) and Miller and Chen (1996) suggest that to a point, strategic
simplicity may correlate with performance; however, an obsessive compunction to
oversimplify by aligning all organisation elements around the strategy can cause
rigidities that may inhibit the organisation’s ability to adapt to changing external
conditions.

Prior to Ketchen et al.’s work, configuration studies were predominantly
conducted at the organisation level of analysis. Subsequent research has broadened to
include unit-level functions and activities. A sampling of this literature includes the
following. A survey of 228 marketing managers led Olson, Slater, and Hult (2005) to
the finding that marketing performance was influenced by the fit in organisation-level
strategy, marketing unit structure, and marketing emphasis. In a multi-method study of
questionnaire results from 206 international marketing managers, Xu, Cavusgil, and
White (2006) found the fit between global marketing strategy and structure to be a
determinant of international marketing performance. A survey study of 87 production
units led Parthasarthy and Sethi (1993) to the conclusion that flexible automation
technology performed best when accompanied by quality or flexibility based
organisation-level strategy and skills diversity and teamwork within the manufacturing

structure. In a longitudinal study of 6,000 franchise and company owned stores in a
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Managerial Configuration-Making Preference 11

pizza chain, Yin and Zajac (2004) concluded that the fit between organisation strategy
and governance structure influenced store performance. Finally, Meznar and Johnson
(1995) found through survey research from 110 organisations that the fit between
organisational strategy and structure in business government relations affected the
activity’s performance.

In summary, research on strategy-structure fit supports the hypothesis that fit
matters to organisation performance. The research has evolved from early investigations
of a limited number of strategy-structure dimensions to research entailing multiple
dimensions. In addition, the research has moved from the question of whether or not
organisation-level fit matters to performance, to the question of what types and degrees
of fit are important. Finally, the research has expanded from investigating organisation-

level factors exclusively to including unit-level functions and activities.

Strategy-Structure Sequence
The belief that strategy-structure fit is performance enhancing raises the
question of how strategy-structure configurations are created. An area of configuration-
making that has occupied theoretical and research attention is the issue of temporal
sequence between the two variables. The literature examines the questions of whether
strategy or structure precedes the other in configuration activities, and whether or not
the sequence is related to organisation performance. In both cases, the answers remain

unclear.
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Managerial Configuration-Making Preference 12

Figure 1 depicts three views of strategy-structure sequence as discussed in the
literature. The strategy-structure sequence literature is an offshoot of the strategy-
structure fit literature. Chandler’s (1962) study described a temporal sequence in which
a change of strategy was followed by a change of structure. The replications and
extensions by Channon (1973), Thanhiser (1972), Pooley-Dias (1972), and Fouraker
and Stopford (1968) described the same temporal sequence in the organisations studied.
Focussing on the issue of sequence, other scholars including Donaldson (1987) and
Amburgey and Dacin (1994) supported the notion that strategy determines structure.
Amburgey and Dacin examined the activities of 262 large firms over 28 years; their
application of dynamic quantitative analyses led to the conclusion that diversifying
strategy changes more often than not led to decentralizing structural changes rather than
the other way around.

FIGURE 1
Three Views of Strategy-Structure Sequence

1. Strategy = —————»  Structure
2. Structure = ——»  Strategy
3. Strategy =~ <————>»  Structure

However, Bower (1970) and Rumelt (1974) concluded otherwise. Bower’s
(1970) research depicted the organisation’s internal structure as a mechanism
manipulated by top managers for both defining and implementing their strategy

preferences at lower organisation levels. The mechanisms included defining the jobs of
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Managerial Configuration-Making Preference 13

lower level managers, the way performance is measured and rewarded, and what
information was released. Rumelt (1974) found the multidivisional structure associated
with superior financial performance particularly when coupled with diversification
strategies. Theoretical expositions by Hall and Saias (1980), Williamson (1975), and
Frederickson (1986) supported this position by arguing within the notion that structure
provides the framework through which strategy is formulated.

Some scholars suggest that the link between strategy and structure is most likely
reciprocal (Engdahl, Keating, & Aupperle, 2000; Giddens, 1984; Mintzberg, 1990) or
iterative (Quinn, 1980). These views imply that research findings indicating causality
may be an artefact of the temporal points of departure and ending of the investigations.
Other scholars believe that strategy and structure are intertwined to such an extent that
the question of which comes first is irrelevant (Jones & Hill, 1988).

Research on the question of the impact of sequence on performance is scant and
inconclusive. Leading strategy scholars, including Andrews (1971), Ansoff (1965), and
Porter (1980), have supported the view that strategy should precede strategy. However,
Yin and Zajac (2004) conclude from their study that governance structure (franchising
or company owned) should determine strategy (simple or complex). A study of
Chandler’s (1962) original research sample by Acar, Keating, Aupperle, Hall and
Engdahl (1998) was inconclusive. So was a study using Rumelt’s (1974) original
sample by Harris and Ruefli (2000). Interestingly, Harris and Ruefli did find superior
performance associated with changes in structure without accompanying changes in

strategy.
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In summary, the research on strategy-structure sequence is scant compared to
the research on fit. Moreover, the research that is available is inconclusive in both the
issue of whether strategy or structure determines the other variable, and whether or not
sequence matters to organisation performance. In addition, unlike the research on fit,
research on sequence has neither broadened to encompass more than the diversification
and divisionalisation dimensions of strategy and structure, respectively, nor research

other than organisation-level work.

Organisational Decision-Making Mode

In addition to the issue of appropriate strategy-structure sequence, the
interpretation that strategy-structure fit enhances performance also raises the issue of
whether or not there is an appropriate decision-making mode for creating fit. As
discussed earlier, decision-making mode refers to the pattern in the way configuration-
making decisions are normally handled by the organisation. Because mode provides the
framework that guides the piecemeal organisational actions that ultimately determine
fit, the right or wrong mode can facilitate or hinder fit.

The literature reviewed here pertains to non-routine decisions that strategy and
structure decisions tend to be. This literature is voluminous and so I constructed Table 2
based on the literature to organize the discussion. As illustrated in Table 2 and
discussed below, decision-making mode may be viewed as a function of underlying
organisational assumptions regarding the commonality of goals among organisation

members, and the scarcity of resources in the organisation’s external environment. A 2
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x 2 classification of assumption characteristics leads to four decision-mode categories

that are labelled ‘rational’, ‘entrepreneurial’, ‘political’, and ‘collaborative’.

TABLE 2
Organisational Decision-Making Assumptions and Modes
Low Resource Scarcity High Resource Scarcity
High Goal Commonality Rational Mode Entrepreneurial Mode
Low Goal Commonality Political Mode Collaborative Mode

Goal Commonality

The assumption of goal commonality ranges from considering organisation
members as having common goals to having multiple, potentially conflicting goals. The
assumption of common goals essentially turns the organisation into a monolitlﬁc entity
or unitary actor (Schoemaker, 1993). Not having to deal with conflicting goals means
that the organisation can focus on being analytically objective (Floyd & Wooldridge,
2000).

On the other hand, the assumption that the organisation comprises members with
multiple, potentially conflicting goals gives rise to decision processes that are
essentially social. In a social view, decision-making is undertaken within a context

characterised by subjective analyses based on preferences, the push and pull of interests,
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and the need for bargaining and interplay (Daft, 1998; Jones, 1995; Pettigrew, 1973;

Quinn, 1980).

Resource Scarcity

The specific decision-making mode associated with the unitary and social actor
premises varies depending on the assumption made about resource scarcity in the
organisation’s environment. Resources are assets, skills, and capabilities that the
organisation can draw on in the decision process (Collis & Montgomery, 1997).

Resource scarcity has implications on the firm’s ability to obtain and process
information (Schoemaker, 1993). Specifically, resource scarcity affects decision
uncertainty and information ambiguity. Decision uncertainty is the extent to which
information is lacking about the factors that enable the organisation to assign
probabilities to the outcomes of alternative decisions (Duncan, 1972). Information
ambiguity refers to the extent to which the information gathered about a decision
situation is difficult to interpret and additional data about the decision cannot be
gathered to resolve the issue (Daft, 1998). Due to the availability of the required
information and the ability of the organisation to process it, lower levels of resource
scarcity imply lower decision uncertainty and ambiguity. In contrast, high scarcity

connotes high decision uncertainty and ambiguity.
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Rational Mode

The existence of commonly shared organisation goals and the resources with
which to pursue them allows the organisation to undertake decision-making in the
rational mode. Essentially, rational organisation decision-making is a systematic
economic choice activity (Allison, 1971; Allison and Zelikow, 1999; Mintzberg,
Raisinghani, & Theoret, 1976; Schoemaker, 1993). The decision process is orderly and
scientific, progressing sequentially from the perception of an opportunity or problem
that requires a decision; the specification of organisational objectives for making the
decision; the identification of decision options; the consideration of the consequences of
the identified decision options; and the choice of the option that maximises the
accomplishment of decision objectives (Allison & Zelikow, 1999). In the rational mode,
extensive, accurate, and impartial information is presumed to be available throughout
the decision process (Daft, 1998; Jones, 1995; Pfeffer, 1981). Moreover, the
information is considered ‘knowable’ through organisational foresight and the ability of
the organisation to process the information appropriately (MacCrimmon, 1985).

Although the literature on rational mode does not specifically address the
relationship between strategy and structure, the mode’s assumptions and niethodology
have implications for the level of fit and type of sequence that would be sought by the
organisation. Provided management believes that fit maximises performance, the
assumption that value maximising choices are accessible would encourage the
organisation to increase the level of strategy-structure fit. In addition, the sequential

consideration of goals and means in the mode’s decision process lends itself to support
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the view espoused by Andrews (1971), Ansoff (1965), and Porter (1980) that strategy
(the organisation’s product-market and competitive goals) should be considered prior to

structure (the administrative arrangements for pursuing strategy).

Entrepreneurial Mode

Like the rational mode, the entrepreneurial mode assumes goal commonality
among organisation members. However, resources are seen to be scarce, The
information needed to make good decisions may be available, but obtaining it is
considered more resource intensive than the firm can afford. Moreover, information is
substantially viewed as ambiguous and beyond the organisation’s ability to clarify.

Thus decision-making in the entrepreneurial mode is undertaken within the
context of bounded rationality, i.e., the limited ability to obtain and process ambiguous
information (Cyert & March, 1963; March & Simon, 1958). In this mode, the
organisation engages in limited search for information and decision options, and makes
‘satisficing’ decisions (March & Simon, 1993), i.e., decisions that are acceptable, rather
than value maximising choices.

Decision timeliness is an important consideration in this decision-making mode.
Decisions are approached with the mindset that opportunities are time bound, and that
problems not dealt with grow. Thus, the underlying rationale for making decisions is to
minimise uncertainty (Allison & Zelikow, 1999). Because decision processes consider

slow decision-making as ineffective as making the wrong decisions (Daft, 1998), they
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favour ‘getting it done’ over ‘getting it right’ (Eisenhardt & Zbaracki, 1992) and
incremental over quantum actions (Quinn, 1980).

This mode has been investigated in organisations facing dynamic external
environments (see D’Aveni, 1994; Ciborra, 1996; Eisenhardt & Brown, 1999;
Eisenhardt & Martin, 2000; Helfat & Eisenhardt, 2004). This literature characterises the
strategies and structures developed in those environments as being very flexible. The
propensity to make decisions rapidly and incrementally makes the mode susceptible to
strategy or structure drifts that may cause misalignments between the two variables, at
least temporarily but likely often. This makes it unlikely for the organisation to maintain
a high level of fit. Moreover, an opportunistic tendency and the predilection to deal with
problems immediately, be it within the area of strategy or structure, imply a relationship

in which neither strategy nor structure dominates the other.

Political Mode

In the political mode, organisation members are assumed to have multiple,
potentially conflicting interests and goals. At the same time, resource scarcity is
considered low perhaps due to the existence of a ‘cash cow’ that ensures organisation
survival in the foreseeable future.

The dominant perspective of organisations in this decision-making mode is the
power structure of the firm. Power is defined as the ability to influence the behaviour of
others (Daft, 1998; Schoemaker, 1993). In this mode, organisational decisions reflect

the power distribution within the firm (Hinings, Hickson, Pennings, & Schneck, 1974;
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Pfeffer, 1981) and the effectiveness of tactics used by organisation players to secure
decisions in their favour. According to Bower (1970), information is a primary tool for
power; it is gathered, shared or withheld, and manipulated as needed. He noted other
mechanisms for securing power that include defining the jobs of subordinates and the
way their performance is measured and rewarded.

The political mode has been characterised as succumbing to forces that divide
organisations into self-serving camps (Mintzberg, 1989), driven by a social logic in
which member actions towards one another are undertaken for instrumental reasons
(March and Olsen, 1989), and gamesmanship and competition (Clegg & Hardy, 1996;
Miller, Hickson, & Wilson, 1996; Trist, 1981). Although these characterisations portray
the mode negatively, Quinn (1980) considers organisational politics as a form of
competition that is not only realistic but may be healthy and collectively rational.

Based on these characteristics of the political mode, strategy-structure fit
appears achievable only if there is a strong dominant coalition that guides decision-
making within the organisation. Without it, strategy and structure fit can only be
obtained accidentally. With a dominant coalition in place, the fit created would likely be
determined by the structure that maintains the coalition’s power. In this manner, the fit

created would be led by structure, not strategy.

Collaborative Mode

Like the political mode, the collaborative mode assumes organisation members

as having multiple, potentially conflicting interests and goals. However, resources are
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seen to be scarce and instead of pulling apart, organisational players may be encouraged
to work together to survive and hopefully prosper (Mintzberg, 1989), apply a social
logic that is based on member obligations towards one another (March & Olsen, 1989),
and work collegially (Clegg & Hardy, 1996; Miller, Hickson, & Wilson, 1996; Trist,
1981).

The dominant perspective in the collaborative mode is the social network within
the organisation. From Laumann, Galskeiwicz, and Marsden (1978) and Nohria (1992),
a social network is defined as a grouping of like nodes (such as persons, organisational
units, or organisations) that are tied together by the desire or perceived need of the
nodes to cooperate. With this definition, a traditional hierarchical structure is considered
as much a network as a flat or team-based organisation.

Based on Quinn, Anderson, and Finkelstein (1996), the organisation’s social
network embodies the knowledge structure of the firm. This structure consists of nodes
of intellect that are embedded vertically and horizontally within the organisational
hierarchy. The nodes group into knowledge classifications such as cognitive (know-
what); skill (know-how); systems knowledge (know-why); and motivated creativity
(care-why). In this view of the organisation, knowledge nodes and types constitute the
firm’s capacity to deal with emerging problems and opportunities.

This view encourages organisation members to cooperate with each other. All
organisational roles are equally valued, and combinations of roles are arranged in
temporary hierarchies to meet decision needs (Mintzberg, Dougherty, Jorgensen, &

Westley, 1996). However, being fluid and widely dispersed makes intellect difficult to
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organise. Therefore, a measure of decision-making effectiveness is the ability to
recognise, attract, organise, and deploy appropriate intellectual combinations from
across the knowledge network (Quinn, Anderson, & Finkelstein, 1996).

Because it attacks resource scarcity by maximising the use of internal human
resources, the collaborative decision-making mode may have the greatest potential for
fit next to the rational. Fit may be achieved provided that the strategy and structure
gbals that drive collaboration are explicit and reasonably held in common. If not,
collaboration may lead to goal diffusion and consequent strategy-structure
misalignments. By explicitly drawing on a variety of perspectives that likely include the
arguments for and against strategic or structural dominance, the collaborative mode may

lead to reciprocal influences between strategy and structure.

Summary

The organisation decision-making literature is voluminous compared to the
research on strategy-structure fit and sequence. The literature is based on research that
has predominantly been descriptive. However, the descriptions have produced
prescriptions for applying decision-making modes that are consistent with the levels of
resource scarcity and goal commonality within the decision-making context.

The organisational decision-making literature is not normally associated with
the literatures on strategy-structure fit and sequence. However, configuration-making
entails actions on such important variables (strategy and structure elements) that

significant actions are unlikely to be made without consulting the decision process. By
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triggering organisational action, the decision-making mode adopted may shape

organisational configuration, perhaps in the directions conjured in the discussion above.

Research Problem
The purpose of this section is to discuss the study’s research problem. First I
discuss the gaps in the literature that prompted this research, then I identify the research

questions to be addressed in this dissertation.

Research Gaps and Focus

This study addresses two gaps in the configuration-making literature. First, the
literature has largely focused on the content of configuration. While the research has
focussed on the question of what (content) characteristics of strategy and structure
match or do not match, it has largely neglected the question of how (process) particular
configurations are achieved or not achieved. From the perspective of the manager, lack
of process knowledge is serious, for knowing what to do in different situations falls
short of being useful without knowing how to get it done.

I acknowledge that the literature has dabbled with process issues through
research on strategy-structure sequence. That literature is, however, scant and
inconclusive in describing whether strategy or structure determines the other variable in
organisations, and in concluding whether or not sequence matters to organisation
performance. The organisational decision-making literature might eventually be helpful

in enabling us to understand how configurations are shaped, but the link between
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decision-making mode and configuration has not been explicitly examined. Thus for
now, the process through which configuration is made remains a research gap.

Second, configuration research has largely focussed on the organisation level of
analysis, as opposed to the individual level. While the characteristics of configuration
and configuration-making may be viewed at the organisation level, common knowledge
suggests that the process that produces the characteristics originates at the individual
level. To be useful to practicing managers, this research needs to drill down into the
individual level of analysis, translate configuration in terms that make sense for that
level, and explain how organisational configurations get built from individual realities
into organisational realities.

Based on the discussion of the literature on strategy-structure fit, I acknowledge
that recent research has broadened to encompass unit-level functions and activities.
Undoubtedly, this line of research will continue to go on and may eventually broaden
further to the individual level. However, thus far, the broadened research has been
mostly an importation of organisation-level configuration-making concepts and
frameworks into the unit level. That is to say, unit-level extensions of the research have
tended to address the question of compatibility between organisational or unit-level
strategies and unit-level structures. Frameworks and concepts developed specifically to
represent group-level configuration-making concerns have not been developed. In any

case, for now configuration-making research at the individual level remains a research

gap.
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View of the Individual

Individual-level configuration research may be pursued in one of two ways.
First, individuals may be considered as resources, objective entities with demonstrated
talents, skills, experience, assumed potential, and expressed interests that require
logistics planning, recruiting, training and development, and the like. This vantage point
encourages a view of configuration-making as an objective design exercise of
ascertaining compatibilities between the intended organisation configuration and the
characteristics of organisation members. Research would develop theory around
individual-level characteristics that may be required for particular configuration
intentions. By focussing on the issue of what characteristics are appropriate for different
configuration types, this line of research would have a content orientation. Being
interested in the process of configuration-making, I did not adopt this research
perspective. I single out managers, as opposed to non-manager employees, because they
are more likely than the others to be involved in con

Second, individuals may be considered as people with distinct personalities,
attitudes, perceptions, motivations, and beliefs. This vantage point encourages a view of
configuration-making as a largely subjective undertaking in which the organisational
players asked to implement, operate, and work within the parameters of an intended
configuration are able to shape the realized configuration by enacting their varied
perspectives. By assuming a prominent individual role in how configurations are built,

this line of research would have a process orientation.
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Research Questions

The study examines the nature, antecedents, and consequences of managerial
configuration-making preference. Specifically, the study attempts to address three sets
of research questions.

First, what is the nature of managerial preferences for strategy-structure fit,
strategy-structure sequence, and organisational decision-making mode? Do these
preferences fall into distinct categories? Do preferences reflect underlying conceptions
about configuration-making, and if so, what are these conceptions? How do these
conceptions compare to the theoretical conceptions of configuration-making?

Second, why do managers have particular configuration-making preferences?
What are the antecedents of these preferences? Do the preferences emanate from
particular assumptions and if so, what is the nature of these assumptions? To what
extent are the preferences influenced by the person’s individual identity? To what extent
are they influenced by organisational norms?

Third, how do managerial configuration-making preferences influence
individual action in the organisation? To what extent do they influence organisational
practice? Are managers aware of the extent to which their preferences and

organisational practices are aligned?
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CHAPTER 2 — RESEARCH DESIGN AND METHODS
In Chapter 1, I identified the topic of research interest, discussed the relevant
literature and its gaps, justified the study from the gaps identified, and specified the
research questions. This chapter discusses the research objectives, design, and methods

used at various stages of the study.

Objectives and Design

The purpose of this section is to state the research objectives, identify the
research design, and justify the design’s key elements.

My objectives in this research were to:

1. examine the nature, sources, and consequences of managerial configuration-
making preferences at the individual level of analysis; and
2. contribute to the development of configuration-making theory.

Because configuration-making at the individual level had not been explicitly
examined previously, the dissertation was exploratory. Consistent with the goal of
contributing to the development of theory, I employed a case research design. Case
research may be defined as the in-depth inveéﬁgation of a small sample of units within
which the phenomenon of research interest resides (Dyer & Wilkins, 1991; Eisenhardt,
1989; Flyvbjerg, 2004; Patton, 2002; Yin, 1989). In this study, the unit of analysis is the
individual manager.

The small sample size used in this research precludes a goal of generalizing

study findings to the population from which the sample is drawn. However, the in-depth

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Managerial Configuration-Making Preference 28

investigation of context makes case research appropriate to the goal of generalising
findings to theory (Stake, 2005; Yin, 1989). Case research can have a significant impact
on theory. Examples of such research include Whyte’s (1943) Street Corner Society
study of five gangs; Geertz’s depiction (1973) of the Balinese cock fight; Dalton’s
(1959) investigation of political behaviour in four organisations, one in-depth; and
particularly relevant here, Chandler’s (1962) examination of the strategy and structure
activities of four large U.S. enterprises. Recent case research includes: Eisenhardt and
Brown’s (1999) examination of ‘patching’ behaviour in 12 companies, Morrill’s (1991)
study of conflict management in two large firms, Gopal and Prassad’s (2000) study of a
technology introduction case in a school setting; Porter’s (1996) depiction of strategy-
structure fit in three companies, and Vaught and Wiehagen’s (1991) meanings based
study of a mine fire.

The study was interview-based. Sixteen managers in four organisations
participated in the study. Data were obtained through relatively unstructured
‘conversational interviews.” Useful in generating theory, this method is consistent with
the goal of obtaining rich, salient data around the themes of interest, rather than data
that is comparable across subjects (Brewerton & Millward, 2001). In applying the
method, the interviewer pursues predetermined themes, but is free to probe for
additional meaning (Lee, 1998; Patton, 2002), and is open to respondent dialogue
around dimensions that may be salient to the study but excluded from the researcher’s a

priori conceptions (H. McGee, personal email communication, January 24, 2007).
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