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When you buy a computer through Dell’s website, the product is the 
result of many different manufacturers, each of which has produced 
their specialised areas of the computer and sent them to Dell, who 
then ensure they are assembled correctly and on time. Sony handles 
packing and shipping. For the customer, though, it is a Dell compu-
ter – it is Dell, who is the guarantor of the brand, regardless of how 
many partners have been involved.

New technology that changes rapidly and knowledge as a key resource: Infor-
mation is a company’s most valuable resource today. The volume of 
new products, customer demand, and increased competition means 
that organisations rely on employees who with their own knowledge 
can respond to these changes quickly and competently. In the tradi-
tional organisation, changes in the outside world were so few, and so 
slow, that it was possible for management to draw up formal plans 
for how and when things should change, but today it is necessary to 
react quickly – and that fits poorly with a formalised and bureau-
cratic decision-making process. Therefore, knowledge is crucial for 
success.

Employees who require motivating and challenging jobs that are suited to the 
individual and with clear opportunities of growth: It is a challenge with the 
increased diversification of employee strength. The same company 
has to offer interesting and motivating jobs to a young woman with 
two children and a man who travels a lot, an older woman without 
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Human Resources/HRM: Labour market, recruitment opportunities, 
types and levels of qualifications, union power.

Financial resources: Stock markets, banks, savings, loans, private funds 
and investors.

Market: Customers, potential users.

Technology: Manufacturing technology, research, computers, IT, e-
commerce.

Economy: Growth or recession, unemployment rate, inflation, invest-
ment rates.

Government: Region, city, nation, laws and regulations, taxes, serv-
ices, legal systems, political systems.

Socio-cultural development: Age, values, attitudes, education, religion, 
ethics, environmental awareness, social responsibility.
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Figure 2.1: Factors in the external environment that affects the organisation.
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Organ izational Th eory –  a practical approac h24

The international market: Competition from international organisa-
tions, risk of take-overs, opportunities for internationalisation, cus-
toms, rules, exchange rates.

To a certain degree, these ten factors will affect a company. There-
fore, it is necessary to identify the organisation’s ‘domain’. A domain 
is the niche or market area the organisation operates within, i.e., 
products, customers, and markets that thereby define the contact 
the organisation has with the factors mentioned. 

As an example, a small butcher in a provincial town with two em-
ployees is a somewhat different domain than the butchers at a large 
company, such as Tulip. They produce the same products, but the 

Figure 2.2: Examples of the different domains from two different companies
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Organ izational Th eory –  a practical approac h26

The external environment is assessed as being simple or complex by 
how many of the ten factors affect the organisation. A manufacturer 
of mobile phones will be affected by many factors – technological 
developments, population composition for instance, age and values 
(socio-cultural), industry (competitors), the economy (consumption 
rates), the market (customers and especially the possibility of finding 
new customers) and finally the international factor (international 
competitors and the risk of a take-over). Therefore, a mobile phone 
manufacturer’s environment can be summed up as being complex 
– it requires a large overview and high knowledge to cope with all 
the development trends and correlations between them. A local 
hairdresser, on the other hand, will often have a simple environment 
with a few key factors: Technology (methods, processes), the mar-
ket (customer demand, fashion), and industry (competitors). It will 
thus be easier for the hairdresser to cope with her environment than 
the mobile manufacturer. It is quite realistic for a single person, the 
boss, to monitor the market and ‘translate’ trends for the rest of the 
organisation.

The second dimension, stable/dynamic, is about the degree of change 
in the ten factors. If the changes in the factors are many and unpre-
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Figure 2.3: Identification of environmental uncertainty

Source: Daft (2007); Robbins & Judge (2009)
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Exter nal envi ronment an d structu r e 33

tration of power at the top of the organisation. Burns and Stalker 
called this the mechanistic organisation. When the environment changed 
rapidly and unpredictably, the internal structure focused more 
horizontally with unwritten rules, few established procedures, and 
freedom with responsibility and very little hierarchy. In these organi-
sations, decision-making was decentralised and power was distribu-
tion at different levels within the organisation. Burns and Stalker 
called these organic organisations. 

Examples of mechanistic structures – efficiency and control
We find examples of mechanistic structures in traditional forms of 
organisation:

With a functional structure the staff are specialised in a specific func-
tion and coordination is through a manager. Employees have knowl-
edge of their own territory, but not necessarily knowledge of others.

Salespeople have a high degree of specialisation and a clear division 
of tasks – they must sell the product, but have no direct influence 
on the choice of materials or production. Communication is via the 
Sales Director, who has centralised decision-making authority.
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Organ izational Th eory –  a practical approac h34

Another example is a product divisional structure, where speciali-
sation does not occur for functions, but for products, markets, or 
customer types:

Here, an employee in the marketing department’s teens-division is 
a specialist in marketing clothes for teenage girls. Again, the job is 
relatively specialised and formalised, centralised decision-making 
and coordination and communication vertical from manager to em-
ployee. 

There is no requirement on HOW mechanistic organisations have to 
be divided. Usually organisations use a combination of functions and 
products, depending on the type of division that allows for the best 
use of resources, such as procurement and production functions of 
sales as a product by geographical area or types of customers. The 
key is to manage through a formal hierarchy with a high degree of di-
vision or specialisation. This creates some very controlled organisa-
tions, where employees have precise job descriptions, management 
plays a central role in both communication and coordination, and 
tasks are to be done according to precise rules and procedures. The 
disadvantages are that mechanistic organisations perform poorly in 
highly dynamic environments – decisions often take a long time and 
opportunities for innovation and knowledge are limited because of 
employee’s lack of oversight of the organisation’s tasks.

Examples of organic structures – knowledge sharing and innovation 
In very dynamic and complex environment types, environmental un-
certainty cannot be resolved structurally, but must be solved by bet-
ter information management: It is therefore a matter of enhancing 
the organisation’s ability to manage information.

Here it is necessary to shift over to a more organic organisation, 
where the focus is communication. There are many ways to enhance 
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Exter nal envi ronment an d structu r e 35

horizontal communication and coordination, from shared informa-
tion systems for meetings, to team structure. Common to them all is 
that they are a way to move the organisation from a highly mechanis-
tic structure towards a more organic structure.

The structure of organic bodies is built upon focussing on adapta-
tion, horizontal coordination, decentralised decision-making and 
broad, varied tasks. By improving the organisation’s ability to handle 
large amounts of information, uncertainty is reduced.

Group-based organisations are organised as small, more or less autono-
mous groups, responsible for much of the planning and practical 
tasks. A group can have responsibility for planning, ordering materi-
als, organising staff, meeting times and breaks, quality improvement, 
supplier evaluation, etc. Within the group, it is central for this type 
of organisational form that there is a very high degree of horizontal 
coordination and communication, and the group gets given a very 
large amount of the decision-making authority. Employee require-
ments are that they can, and will, take responsibility for the process 
and they get the freedom needed in order to adapt to changes in the 
environment. 
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Figure 2.7: Methods for horizontal coordination and communication

Source: Own design with inspiration from Daft (2007)
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Organ izational Th eory –  a practical approac h36

The machine manufacturer Rival A/S (www.rival.dk), who produces 
everything from the smallest components for the electronics industry, to 
large pieces for the machine industry, has introduced autonomous teams in 
production. The groups are responsible for: 

−− Planning
−− Process methods and choice
−− Quality control
−− Delivery time
−− Training
−− Machine maintenance
−− Safety.

Rival’s experience with this type of structure is that they have achieved 
higher motivation and greater commitment among the staff, but also higher 
quality, more eff iciency and less dependence on key personnel – thus a bet-
ter knowledge of the organisation.

Matrix organisations are a second type of horizontal-controlled or-
ganisation. Matrix organisation attempts to combine the authority 
of functional specialists with horizontal product/project specialists, 
who then take the central coordination role. 
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Exter nal envi ronment an d structu r e 37

The horizontal focus and adaptation means that the employees in-
volved can bring special skills or special knowledge into a project. An 
engineering company that designs offshore platforms organise the 
project in a matrix, where the staff have their own specialty: pipes, 
process, electricity, or steel. They collaborate on different projects 
and are paid hourly, according to the number of hours used on that 
project. In this way, the company can take advantage of specialist 
knowledge, but also achieve a higher degree of coordination between 
individual projects within the organisation.

Finally, virtual network organisations are known as organic-inspired 
structures. Network structures arise because of outsourcing and col-
laboration, where companies outsource functions to contractors. In 
this way, the company is not one physical entity, but a network of 
companies that cooperate to complete a specific project. The cus-
tomer perceives the company as a single unit with a brand, but in 
management and structuring terms, the company is dependent on 
being able to coordinate the creation of value in a number of com-
panies, often located in different countries and with very different 
cultures. This creates a challenge for management because the task 
of coordination now involves both their own and others’ employees, 
and often people in different time zones and geographical locations. 
Most newspapers and magazines use freelance journalists, who then 
become part of the magazine’s organisation, insofar as they deliver 
supplies and materials. Articles must be suited to the magazine’s 
profile and strategy, while the journalist can easily submit articles to 
two competing magazines within the same week. 
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Organ izational Th eory –  a practical approac h38

Typical network structures are known from for instance, Microsoft and 
Amazon, both of which are companies that act as constellations of 
individual partners, who provide parts of a product for a coordinat-
ing entity. Thus, Amazon has a wide range of partners, publishers, 
manufacturers, printers, etc., who supply and sell products through 
Amazon, and thereby in the customer’s eyes are a part of Amazon’s 
brand, but not actually employed by Amazon and thus can not be 
controlled by Amazon’s management team.

Dependency 
For all organic structures, focus is on horizontal coordination and 
communication. The key is no longer, where in the organisation an 
employee is placed, but how that employee shares information and 
knowledge with staff in other parts of the organisation. One way to 
deepen relationships between various departments and people is by 
using Thompson’s definition of mutual dependencies (Daft 2007).

Thompson’s analysis focuses on the extent to which there exists a 
dependency between different departments in an organisation. Co-
ordination between departments is a consequence of how much the 
departments need each other.

Based on the division of pooled, sequential or reciprocal, a company can 
assess the extent to which a customer is treated by a single entity 
(pooled), a chain of activities (sequential) or by a team of persons/

 
 

 

 

 

 

Figur 2.10 Thompsons klassifikation af gensidige afhængigheder
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Figure 2.10: Thompson’s classification of mutual dependencies

Source: Daft (2007)
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Organ izational Th eory –  a practical approac h40

For an organisation, it is a matter of: 
−− Identifying the factors in the environment that are essential to the 

organisation’s structure
−− Identifying the transformation process within the company, in 

proportion to how and to what extent the organisation’s depart-
ments are mutually dependent

−− Choosing the optimal structuring strategy
−− Mechanistic structure for a high degree of efficiency and control
−− Organic structure for knowledge sharing, learning and innovation
−− Working actively to influence its domain/market area, so that 

market opportunities are constantly exploited and the company’s 
position is a positive match between these opportunities and 
company strengths.

If this analysis exploits the options optimally, the structure of the 
company should be adapted to the external environment in such a 
way that allows the organisation to exploit market opportunities and 
avoid major threats. 

Structuring and changes are not a one-time task: Because the exter-
nal environment is constantly changing, it is necessary for manage-
ment to create a structure that adapts to change, or at least, is able 
to handle adjustments and changes on an ongoing basis. This can 
be done through an organisation design to fit the environment and 
the task, and through a management style working actively with em-
ployee adaptability. The latter is elaborated in Chapter 11.

 
 

 

 

 

 

Figur 2.11 Sammenhæng mellem omverden og struktur
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Grou ps an d teams 45

You can hence distinguish between different group types, e.g., pri-
mary/secondary groups, formal/informal groups, professional/
multidisciplinary groups, and project groups. Group types are seen 
from the point of view of the person participating in the group.

Primary groups are the ‘main’ groups for individuals, i.e., those groups 
that have the greatest impact on the person and where the highest 
degree of interaction takes place. It is often family or close friends. 
Secondary groups are further out, in terms of importance and inter-
action. It may be friends, close colleagues or other members of the 
local old-boys football team.

Formal groups are deliberately formed for a specific purpose. It may be 
a department within a company or a class on a course. Character-
istic of the group is that if you draw an organisational chart for the 
organisation, the group will be a part of it as well. Formal groups 
can be found within both a department, such as project teams with 
a specific purpose, or between departments. This is based on cross-
functional groups – often with development or deployment purpos-
es. Project type groups are often called ad hoc groups.

Reference groups are formal groups that the individual would like to 
become a member of, in other words, a group the person identifies 
with. An example of this is, as an employee, you have a desire to be a 
manager and consequently be a part of the management group.
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Grou ps an d teams 47

to identify all potential problem areas and implications of the new 
system beforehand, and therefore will need representatives from all 
departments and levels within the company. 

The advantage of cross functional teams is their breadth of skills, so 
you are sure to highlight the issues from many angles. A major disad-
vantage can be a very lengthy decision making process and possible 
cooperation problems. 

Multidisciplinary teams often require many administrative resourc-
es – both for planning of time; all participants have to come from 
various departments, calendars to be coordinated, and where the 
project’s solution calls for many discussions and negotiations/com-
promises to be implemented. 

Figure 3.2 illustrates different types of functional and cross-func-
tional teams in an organisation. All teams are formal, but project 
groups C and D are functional. In this case it means from within the 
same department, while project Z, which is digital implementation 
is cross-functional, as it requires members from other departments.

Individuals in groups 
Every person at some point will be a part of several different groups. 
In each of the groups a person participates in, they play different 
roles, i.e., the person has a different status in different groups.

For example, a sales director in a company has one role and status 
when he sits in the management team, and another when he is the 
boss of his sales team. When he plays tennis with a group of peers 
in the club, where he is not the best player, he again has another 
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Organ izational Th eory –  a practical approac h48

role; his status is as a sales director, but only as a mediocre tennis 
player. When he comes home to his family, it is yet another role, as a 
husband and father.

A company can constructively use knowledge of these role types. 
Partly by giving employees formal roles, such as head of a depart-
ment, and partly by taking into account the roles to avoid the emer-
gence of various conflicts in the company. If management is not 
aware of the different roles in a group, it may cause a role conflict. 

An example of a role conflict can be if an employee in a team ‘nomi-
nate’ themselves as informal leader, because management has not 
pre-defined beforehand how the collaboration should work and 
who takes the decisions. 

How to create effective teams 
When we work with organisations, we focus primarily on those 
groups or teams who have influence on the organisation’s daily 
operations and the ability to handle the tasks. As mentioned, it is 
primarily formal groups that we can design and manage, so they sup-
port the company’s project. However, informal groups often contrib-
ute greatly to organisational culture, and must not be ignored (see 
Chapter 7). At the same time, the need to create teams increases that 
are better able to function effectively and evolve with the project.

Effective teams are generally created by focusing on these four dif-
ferent areas:

 
 

 

 

 

 

Figur 3.3 Team effektivitetsmodel
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Source: Robbins & Judge (2009)
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In a cafeteria, employees often have their regular seat at the lunch 
tables. It is the norm to sit in the same place every day, so it can be 
very difficult for a new employee to choose whom he will sit with. At 
exclusive women’s clothing shops, there maybe a strict dress code: 
Hair must be short or set-up, earrings may only sit on the ear, not 
hanging, nails should be short and clean, and moderate makeup. 

Norms have a behavioural effect: Employees will try to adapt to both 
the formal and informal norms in a group. The ability to adapt to 
formal and informal norms in a group is a potential source of high 
status in the organisation. This has a strong socialising effect, where 
new members sneak into the group’s behaviour, without any real 
need for leadership. If an employee, for example, experiences that 
production mistakes are ignored and are sent further in the system, 
without proper reprisals for the employees, he will quickly come to 
the realisation that this is ‘normal’ in the organisation. However, if 
the employee experiences that mistakes are stopped and resolved 
once identified, it will influence his conduct in the same direction.

Strong norms may also have a negative effect on an employee’s own 
opinions, in that he suppresses his own opinion and meaning in fa-
vour of the group, so as not to appear opposed to the general norm. 
These are known as groupthink and groupshift, and are concepts that 
describe either the tendency to suppress a different position in or-
der to appear as part of the group (groupthink), or the tendency to 
reinforce one’s own position when feeling support from the group 
(groupshift). A small irritation at a manager can quickly become a 
huge crisis, without the situation actually changing. 

Conflict types in teams can be both constructive and destructive. 
Constructive conflicts are beneficial for the team’s work, often lead-
ing to discussions about methods or solutions, which can lead the 
team to a better or new solution to a problem. Characteristic of con-
structive conflicts are that they involve resources and processes – not 
people. We can thus discuss how to complete the task, or how to 
allocate time, but never personal characteristics. These conflicts ex-

Figur 3.4 Prestige og status

Achieved statusPower= +Prestige

Provides the opportunity 
to influence norms

Achieved via titles 
and formal roles

Level depends on
– meeting standards
– proper filling of roles
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Grou ps an d teams 57

are called team roles. To find out whether all team roles are in the 
team, a test can be conducted. The test will provide a result for each 
participant, which tells about the their primary, secondary, and terti-
ary team role. 

To discover whether team roles are represented as primary, second-
ary, or tertiary team roles, the group has to be examined. In this case, 
the group will probably function optimally. With the test you will 
also find out if there are too many or too few, or perhaps none at all 
of a certain type of team role. If so, the group should be reorganised.

When the group is complete, the team’s work can begin.

Each role represents an important job in the team, and each role has 
its strengths and weaknesses. Roles can be divided into four groups:

Implementer and Shaper are the roles that ensure a high level of activity 
in the group. The Implementer can be described as hardworking, fo-

Figur 3.5 Belbins teamroller
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Source: Own design with inspiration from www.belbindanmark.dk
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Grou ps an d teams 61

group may also encounter problems if there are differences in the 
understanding of ‘right’ and ‘wrong’ behaviour. This is compounded 
if the team consists of several different cultures, see, for instance, 
Uncertainty Avoidance from Hofstede’s Culture Theory (Hofstede, 
1999), which can cause very big differences in the need for long-term 
agreements and plans.

Team success is achieved through their ability to reach the goals the 
organisation sets for them. A secondary effect is that the members 
in effective teams (an ‘elite team’) will develop professionally and 
socially. At the same time, an effective team often becomes an im-
portant part of members’ identity – that is, they feel at home, the 
role they are most comfortable with and the partners they work best 
with. You can say that an effective team becomes a part of members’ 
primary group. 

An alternative model can be used to describe the development of 
project groups, where the deadline for the group’s disbanding is 
known. Here there is a leap in development, where efficiency in the 
first half of the project’s lifetime is very low. When half of the time 
is gone, there is a jump in performance, when the team suddenly 
realise that they must work hard if they are to complete the project 
within the stipulated time. Then, work continues until the end, with 
a somewhat higher efficiency.

Figur 3.6 Faser i udvikling hos permanente teams

 

 
Time

Efficiency
Elite team

Fellowship

Love

Start-up Break-up

Figure 3.6: Phases in the development of a permanent team
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Exercise: 
Assess, which of the two-phase models best describes your study projects.
Give examples of other types of projects you have participated in and assess 
their development process.
  Is it possible to determine the development process of a project, i.e., the 
f ive phase or ‘leaping’ process? Explain.

Strengthening the team
The big question in work groups and teams is how we create an ef-
fective team that can work with both high quality and high efficiency. 
There have already been suggestions on this in the form of how to 
select the people, and how management provide the right framework 
for the team. However, some teams continue cooperating, and every 
now and then, new input is required.

To improve a team’s performance or ability to cooperate, we can 
take action on several levels. Teambuilding is a term used widely in 
management theory today, and covers a range of activities from ab-
seiling to coaching sessions to teamwork exercises.

In the start-up phase of a new team, there is often focus on the 
types of exercises that create unity and team spirit in the group. 
Here various outdoor activities are available, such as survival and 
sporting activities. Their primary purpose is to give participants an 
opportunity to get to know each other and to uncover some of the 
personal strengths and weaknesses that the team will be dependent 
upon later. 

Figur 3.7 Faser i projektteams med fast deadline

 

Time

Efficiency

Exactly
halfway

Figure 3.7: Phases of a project team with a fixed deadline
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“Nielsen, this is the third time you are late this week. You had better buy 
an alarm clock! We cannot have people who cannot meet on time”. 

The negative reinforcement is that in the recipient’s interpretation, 
he will note the value ‘meet on time’ as a necessary behaviour in or-
der to stay in the company. He will have learned that if he wants to 
keep his job, he must not arrive late.

However, if he were to send a positive message, it could be:

“Nielsen, I would like to rearrange your tasks a little. I have a vacant 
position in Group B, with responsibility for the contents of our latest 
products. It would probably require a little more work in the begin-
ning, but it will give you some challenges. What do you think?”

Here, the manager’s relaying of information will based on a positive 
interpretation of the employee’s behaviour – he meets late because 
he is bored, and the goal of the conversation will be to increase his 
motivation by challenging him. It requires that the manager assesses 
the employee as conscientious, and he will be positive towards the 
work and the organisation.

In principle, conversation is a central behaviour parameter in mod-
ern organisations, where rules and systems are minimised. Often it is 
only through conversation and communication that employees will 
have direct feedback of their behaviour. 

Figur 4.1 Samtalen som kommunikation

Person wishes to disclose
som information.

Information is 
selected/defined

The choice is a consequence 
of a person’s background,
attitude and understanding
of the situation 
and the other 
(personal context)

Recipient hears 
the message.

Message is interpreted.

The interpretation is 
again dependent on 
the person’s 
background and 
personality, attitude 
towards the situation 
and the other 
(positive / negative).

Message
– Form (verbal, written)
–  Style (quiet, aggressive, 
 polite, reproachful, 
 objective/subjective, etc.)

 

Figure 4.1: Conversation as communication
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One of the latest theories that continues the work of conversation 
as a key learning factor, is AI (Appreciative Inquiry)14, or the Appre-
ciative Conversation. AI is based on participants’ different attitudes 
and points of view, and works by focusing on the positive in the con-
versation to reinforce positive behaviour in the organisation.

The theory is based on a four-phase model: Discover, Dream, De-
sign, and Destiny.

The aim of AI is to explore and develop a situation by focusing on 
the positive, instead of the problematic and negative. In this way, the 
conversation is more constructive and creative for those taking part, 
than conversations that only focus on problems.

An example could be the situation with the late employee. In an AI 
conversation the manager, instead of focusing on the issue of punctu-
ality, would start the conversation by finding out what the employee 
is happy about with the job (discover). Then the conversation turns 
to the employee’s wishes and visions with his job or career (dream). 
Together, the employee and manager make a framework for changes 
in the employee’s job (design), and finally change the employee’s job 
description to suit the new situation and the change is implemented 
(destiny). 

14.	Source: www.appreciativeinquiry.case.edu

Figure 4.2: The four elements: discover, dream, design and destiny
Figur 4.2 De 4 elementer: discover, dream, design og destiny

Destiny
We search, test 
and improvise

Dream
Hope and dream 
about the future

Discovery
What gives  the 

organisation life? 
The best experience 

and high points

Design
We challenge 

ourselves. What 
do we want?

Route to the gold

Gold Hunt

Fantasia

Mount Everest
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We are so sure of our physical and security situations, that it is not 
necessary to focus on these. Instead, we seek the possibility of hav-
ing to meet the upper needs: Esteem and self-realisation. Maslow’s 
theory does not have direct focus on jobs, so this makes it difficult 
to relate the Hierarchy of Needs directly to a job situation. Despite 
this criticism, Maslow’s theory is still in widespread use among the 
world’s managers.

Two Factor Theory
Another of the early theories, which is easier to use for organisations, 
is Frederick Herzberg’s Two Factor Theory. Herzberg analysed using 
the questions: What do people seek in their jobs? Which factors can 
lead to satisfaction of the job, and dissatisfaction of the job? Pivotal 
in Herzberg’s theory is that the same factors do not create satisfac-
tion and dissatisfaction. Herzberg called the first Motivation Factors 
and the second Hygiene Factors.

Self-realisation

Esteem

Physiological

Security

Social

Traditional 
design

Inverted 
design

Figur 4.3 Maslows behovspyramide

Figure 4.3: The traditional theory and the inverted needs pyramid

Source: Own design with inspiration from Robbins & Judge (2009)

Employee's level 
of dissatisfaction

Employee's level 
of satisfaction

Figur 4.4 Motivationsfaktorer og vedligeholdelsesfaktorer

Influencing factors:
Company rules and systems, leadership 
and supervision, relationship to 
management, working conditions, pay, 
relationship with colleagues, personal 
factors, status, security

Influencing factors: 
Results, success, the work content, 
responsibility, opportunity for 
advancement, growth

Figure 4.4: Motivation Factors and Hygiene Factors
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Herzberg concluded that it was not possible to motivate people un-
less they were in or above the neutral zone. If an employee is dissatis-
fied with his job, the first task is to meet his needs for Hygiene Fac-
tors, good working conditions, no bullying, etc. Only when they were 
satisfied, can work begin to motivate the employee through Motiva-
tion Factors. Similar, it does not help an employee’s motivation by 
increasing the number of Maintenance Factors, because they have 
no connection to his sense of satisfaction. Here one should focus on 
the more performance-focused Motivation Factors.

Herzberg is comparable to Maslow’s Hierarchy of Needs.

However, Herzberg’s theory has contributed to a clearer understand-
ing of the difference between satisfaction and dissatisfaction. In or-
ganisational contexts, Herzberg’s theory provides the possibility to 
distinguish between problem solving for dissatisfied employees and 
development of satisfied employees, who ‘just’ need to be motivated 
even more. Herzberg’s theory has also been criticised for being un-
proved. The theory is especially criticised for not taking into account 
the difference between satisfaction and productivity. Despite the 
criticism, Herzberg’s theory, is however, widely used and known by 
most managers today. 

McClelland’s Theory of Needs
The third traditional theory is McClelland’s theory of the three basic 
psychological needs:

−− Need for Affiliation (A)
−− Need for Achievement (A)
−− Need for Power (P).

Figur 4.5 Sammenligning mellem Maslows behovspyramide 
og Herzbergs 2-faktor teori

Individual's needsJob content

Motivational Factors:
Growth, achievement, 

responsibility, task, esteem, 
advancement, etc.

Hygiene Factors: 
Relationship to others, 

management style, 
working conditions, security, 

salary

Lower needs: 
social, security 

and physio-
logical

Higher needs: 
self-fulfilment and 

ego

Figure 4.5: Comparison of Maslow’s Hierarchy of Needs and Herzberg’s Two 
Factor Theory
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tonomy gives the employee a sense of personal responsibility. Overall, 
the goal is to give individual jobs as high levels of the five dimensions 
as possible. Theoretically, this gives the best basis for motivation. 
However, JCM takes in no account of individual factors, such as 
wants and needs, but works only on a structural level. It is therefore 
a basis for motivation and not the result, which is characterised.

How can jobs be redesigned based on JCM?
JCM allows us to work with the general restructuring of the com-
pany’s work-sharing principles (see Chapter 2). We can increase mo-
tivation of employees by focusing on the way we assign tasks among 
employees, the degree of specialisation, decentralisation, and stand-
ardisation. Specifically, there is a direct correlation between highly 
specialised and standardised jobs and a low variety of skills and for 
example, highly centralised organisations, and a low autonomy.

The goal of structural redesign is to increase motivation among 
employees. Elements such as job rotation, job development and job 
significance, all have focus on increasing motivation and are clarified 
by JCM.

Figur 4.6 Hackman & Oldhams Job Design Model

}
Critical 
psychological state

The experience of 
meaningful work

The experience of 
responsibility for the 
outcome 

Knowledge of the 
current results of the
work performed  

Job-related 

High job 
motivation

High quality job 
performance

High job 
satisfaction

Low absenteeism

Job Characteristics
consequences (job’s core)

Variation of skills

Task identity
Task significance

Autonomy

Feedback

Strength of the employee's development needs

• Personal challenges

• High performance

• Challenging work

Figure 4.6: Hackman & Oldham’s Job Characteristics Model

Source: Robbins & Judge (2009)
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Motivation theories essentially deal with the same basic problem: 
How do we get the employee to make an improved effort? However, 
they have different approaches to the problem. This relationship is 
illustrated as follows:

Implementation – how the method of  
motivation is chosen? 

What the presentation above makes apparent, is that there are many 
different ways to analyse motivation. None of them covers all situa-
tions and organisations, and they all have their strengths and weak-
nesses. 

The trick is to choose the correct model for a given situation. The 
Expectancy Theory is good for clarifying choices that an employee 
faces; the Organisational Justice and Goal Setting theories are bet-
ter at predicting these choices. Meanwhile, the needs-based theories 
are better for analysing problems with dissatisfied employees, than 
the Expectancy Theory that focuses more on behaviour and not so 
much on attitudes. Problems of a high turnover among employees is 
explained better with the Expectancy Theory for instance, than with 
needs-based theories, such as Maslow’s.

Figur 4.7 Sammenhængen mellem organisationsteorier

Result focus
McClelland

JCM
Hackman & 

Oldham

Organisational 
Justice
Adams

How to 
assess 
results?

Effort Result

Objectives
Locke

Organisational 
rewards

Personal needs 
and goals

Personal needs 
analysis – what is 
most important?

Maslow/Herzberg

Ability, experience, 
background, skills, 

etc.
Job/fit og Org/fit

Figure 4.7: The relationship between organisational theories

Source: Own design with inspiration from Robbins & Judge (2009)
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What is leadership?
Egon was not successful even though he possessed a wealth of good 
leadership qualities. Why was that? At one time or another, he al-
ways became the focal point and solutions and carrying out of tasks 
were his idea. Although he worked in a team, he was the leading force 
and the goal of easy money was more an ideal for him than it was 
a realism of the team. Maybe he should have made sure the team 
functioned better as a unit, i.e., utilising their competences, rather 
than simply giving out orders.

There are many ideas of what leadership is. A general definition is, 
“Leadership creates results – together with others.” (Hildebrandt, 
2003, 6 November)

It is a simple definition, which opens a discussion about goals, 
means, methods, and morals. These are the topics this chapter will 
try to provide some basic theories on, in order to achieve an under-
standing of management’s dimensions. 

The modern manager
To understand the concept of ‘the modern manager’, it is necessary 
to look at some general concepts of management theory. English lan-
guage literature talks about management and leadership. The best 
way to see what they cover is by looking at the difference between 
the two concepts.

Figur 5.1 Leadership versus Management

Leadership Management

Objectives Develop goals:
Future visions, develop 
strategies for change to 
achieve the goals.

Planning and budgeting:
Decide on activities 
and deadlines, allocate 
resources.

Staff development Involve staff:
Communicate vision and 
strategies, encourage 
teams who realise the 
importance of targets.

Organising and 
recruitment:
Determine structures 
and allocate staff,  
develop rules, proce- 
dures and monitor them.

To be continued on next page
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Performing tasks Motivation and 
inspiration
Gives staff the power to 
solve diff icult tasks. 
Satisfy human needs. 

Control and problem 
solving:
Compare results with 
plans and make correc-
tions to achieve targets.

Results Results in positive and 
sometimes dramatic 
changes.

Results in order,  
consistency and  
predictability.

Source: Based on Kotter (1990)

From the table one can define leadership as, “Leadership is the proc-
ess that affects the activities of a team to set goals, and achieve them”, while 
management is defined as, “Management is the style of leadership that 
tries to achieve the defined goals”.

What is the difference? Some will consider the two forms of manage-
ment as synonymous, since they are merely two opposite sides of the 
same coin, namely leadership. Others argue that there is a clear dif-
ference; the two play different roles, resulting in extremely different 
employee types. Leaders have employees who are working towards 
the same goal and managers have subordinates.

Leaders develop visions and generate new initiatives, while managers 
achieve stability. Some even claim that managers ‘make things right’, 
while leaders ‘do the right thing’.

Exercise: 
Explain to your neighbour, how to understand that managers ‘make things 
right’, while leaders ‘do the right thing’.

Four leadership styles 
The newest leadership styles are the result of a need to attract good 
and active employees, in sync with companies finding themselves in 
dynamic markets.

All the four leadership styles are based on motivation of employees, 
but as markets are often dynamic, the need for the ‘transformational 
leader’ is greatest, as companies are going to expect that change 
management is a necessity.
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Figure 5.2: The new leadership styles
New Leader Superleader Transactional 

leader
Transformational 
leader

Is inspiring and 
visionary, pre-
occupied with 
building common 
understanding of 
the objective. Is 
preoccupied with 
creating an under-
standing of corpo-
rate objectives and 
that staff have the 
skills, responsibility 
and opportunity to 
achieve common 
goals.  

Is able to develop 
leadership capa-
city in staff, dele-
gate responsibi-
lities and reduce 
their reliance on 
formal leaders 
and stimulate 
motivation, par-
ticipation and 
creativity.

Is a leader who 
considers the re-
lationship to staff 
like a trade-off, 
because staff gets 
what they want, 
while delivering 
results the leader 
wants. Staff must 
follow specif ied 
tasks and meet 
set targets.

Is a leader in 
handling staff 
relationships 
by motivating 
and expects 
active partici-
pation. Involves 
and inspires staff 
to do their best 
to improve the 
company’s per-
formance.

Source: Huczynski & Buchanan (2007)

A ‘transformational leader’ is based on ‘The four I’s’
−− Intellectual stimulation; encourages employees to look at the things 

they do from a new perspective
−− Idealised influence; the leader highlights the company’s mission and 

vision
−− Individualisation of the employee by giving them the opportunity to 

improve themselves for the benefit of the company
−− Inspirational motivation; the manager motivates employees to put 

the company’s interests before their own.

To achieve the above points, some demands are made of the man-
ager. These demands can be divided into three categories, as shown 
in Figure 5.3. 

Figure 5.3: Competences for the transformational leader

Managing staff  
development

Personal qualities Organisational  
management 

•	 To show real interest
•	 Delegate responsibility
•	 Be present
•	 Invite changes

•	 Be sincere
•	 Respect integrity
•	 Be resolute
•	 Inspire others
•	 Solve complex  

problems

•	 Use and be part of a 
network

•	 Encourage teamwork
•	 Create common  

visions
•	 Supporting a  

development culture
•	 Support change with 

emotions intact.

Source: Alimo-Metcalfe & Alban-Metcalfe (2003)
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The legs symbolise strength. In addition to the skills listed in the 
figure, abilities such as intelligence, enthusiasm, dominance, self-
confidence, intellectual flexibility, linguistic formulation, initiative, 
individuality and charisma, must also be included here. 

Exercise: 
In groups, discuss the following seven statements, and based on ‘leader 
personality traits’, explain whether the group agree with each statement or 
not. Explain why.

−− Poorly managed companies have no leadership.
−− A bad manager is not aware that he is bad. 
−− There are many bad managers in the private sector. 
−− Bad managers hire bad managers. 
−− One is born to be a leader. Training can only shape the talent. 
−− A manager has a duty to lead, not the right or power. 
−− A bad manager is lazy.

Source: Hildebrandt (2003, Syv provokationer om ledelse)

Managers’ attitude to employees
The manager’s method of management largely depends on a series 
of fundamental assumptions about human nature and the manager’s 
attitude towards employees. 

Figur 5.4 Garuda-modellen om ledelsesmuligheder

 
 System flexibility. 
 Detail oriented.
 Abstract thinking. Structuring ability 
 Risk taking.
 Supportive.     

 Empathy. 
 Social contact. 
 Social flexibility.  Social interaction
 Self-control. 
 Confidence – trust.     
 
 Competitive.
 Influence.
 Self-confidence. Pervasiveness 
 Desire for freedom.
 Psychological strength.
 Physical energy.     

  

Figure 5.4: Garuda model for leadership opportunities

Source: Based on Havaleschka (2002)

Copyright. Organizational Theory - a practical approach. Henriette Bjerreskov Dinitzen og Lars Krogh Jensen. Hans Reitzel 2010.

Cameline
Rectangle



Management 99

Exercise: 
Think about well-known managers and position them according to Lewin’s 
theory.
  What types of managers have you seen? Elaborate on their management 
style.

The Managerial Grid 
The Managerial Grid created by Blake and Mouton takes a differ-
ent approach to management style than Kurt Lewin. The Managerial 
Grid looks at information from two factors; ‘Concern for the task’ 
to be solved in the department and ‘Concern for the employees’ in 
the department.

If you set the two factors up against each other and evaluate them in 
relation to the degree of concern a manager has, the result is shown 
in Figure 5.5.

From the figure, it is possible to derive five different forms of man-
agement:

Figur 5.5 Ledergitteret

 

Consideration of production

9

9,9
Ambitious 

consideration 
of results 
and staff
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with great 
consideration 

for results

1

91

8

7

6

5

4

3

2

 2 3 4 5 6 7 8

1,9
Management 
consideration 

for staff

Source: Blake & Mouton (1991)

Figure 5.2: The Managerial Grid
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Example: 
The director of LEGO’s facility management department is responsible for 
managing the staff in the department at the parent company in Billund 
and its subsidiaries in the Czech Republic, Hungary, and Mexico. Although 
LEGO try to create uniform rules for all employees, the cultural differences 
in the four countries means that management is different and reflects such 
things as the employees’ point of view at work. One could imagine that the 
manager’s expectations of employees’ autonomy, social zeal, etc., in the 
four countries are not necessarily the same. There may also be situations 
where some tasks are to be completed faster than others: Here, it is ma-
nagement style that can be used in the different cultures/countries.
  In essence, a manager at LEGO will be democratic, but with certain deci-
sions in different cultures, a different management style is necessary.

This means that there is a need to look at the factors involved that 
influence which management style is to be used.

The following factors are crucial to find a management style that 
suits the situation:

−− What types of tasks have to be done?
−− When should they be completed by?
−− What cultures should be taken into account?
−− How big is the possibility that staff will have the necessary skills?
−− What are the market requirements? 

Overall, it means that in some cases there is a need for situational 
leadership.

Tannenbaum & Schmidt’s theory in Figure 5.6 on situational leadership 
is based on the extent to which the manager can or should make 
decisions themselves, or whether they can leave the decisions to em-
ployees. 

Figur 5.6 Situationsbestemt ledelse.

 

 

Leader managed

Authoritarian
 style of leadership

Democratic Laissez-faire

Employee managed

Figure 5.6: Situational leadership
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These decisions depend on their style of management, and if they 
are authoritarian, the manager will be positioned to the left in Figure 
5.6. At the opposite end, we find the laissez-faire manager, and the 
democratic manager will be somewhere in the middle and a little to 
the right.

What the theory is really about is that the manager could be in a 
situation, where it is vital for the decision making process, to deter-
mine whether the manager is to the right or left in the diagram. If a 
manager is able to move from one side to the other of the diagram, 
they will be a democratic manager, who uses situational leadership. 

Exercise: 
Based on Figure 5.6, consider how the manager uses his influence/power in 
relation to a decision that has to be made. Start from the left and take a 
small step to the right. Describe six situations.

Hersey & Blanchard’s theory of situational leadership takes a differ-
ent approach than Tannenbaum & Schmidt, in that a manager must 
adapt their management style according to employee skills. This is 
done by looking at their needs, knowledge and experience in relation 
to a specific task.

Figur 5.7 Hersey & Blanchard’s teori om situationsbestemt ledelse

 

 

Participating management style

Weak, controlling
Strong, supportive

Strong

Supportive 
behaviour

Weak

Weak
Controlling behaviour

Medium

Employee maturity

LowHigh

Competent and 
willing

Competent, but 
not willing
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but willing

Not competent
and not willing

Strong

Persuasive 
management style
Strong, controlling
Strong, supportive

Participating management style

Weak, controlling
Weak, supportive

Delegating 
management style
Strong, controlling
Weak, supportive

Figure 5.7: Hersey & Blanchard’s theory of situational leadership

Source: Hersey & Blanchard (1988)
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five characteristics can describe the manager, which are essential in 
relation to leader roles: 

−− The ability to create awareness by visionary behaviour
−− The ability to communicate, thereby creating meaningfulness
−− The ability to build trust by making decisions and expressing opin-

ions
−− The ability to flourish in the organisation, where behaviour will 

strengthen the manager’s self-respect.

Managers who master these skills are usually very charismatic.

Example:   
Barack Obama has some human 
qualities, which affect his leadership 
role. He has the courage to go 
against the tide; he presents his 
profile, signals change, and gives 
hope. He creates trust, vigilance 
and is fantastic to communicate, 
but with humility.

The manager’s abilities, skills, and personality will be useful elements 
in a leadership situation. The daily routine of leadership means the 
manager takes on different roles.

Mintzberg’s leadership roles
Henry Mintzberg has developed a theory on leadership roles. In this 
context, he was interested in the work functions a manager actually 
performs, i.e., actual management activities.

Mintzberg divides manager activities into 11 areas that he has clus-
tered into three main groups:

Figure 5.8: Leadership roles of H. Mintzberg

Leadership roles 	 Function

Interpersonal role −	 leader
−	 link
−	 topFigure

Information role −	 information seeker and receiver
−	 information filter 
−	 information distributor
−	 spokesperson

To be continued on next page
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Decision-making role −	 initiative taker
−	 problem solver
−	 resource distributor
−	 negotiator

Source: Buchanan & Huczynski (2007)

The interpersonal role consists of a manager, who as the leader of the 
group, holds and waves the flag. In this context, the manager is also 
the person who ensures a connection to the company’s other de-
partments.

Information role is the manager’s ability to inform the group of their 
results and filter the material the group receives, to both eliminate 
irrelevant information, but also to ensure sufficient information. 

Decision-making role is the ability to get decisions made to the highest 
optimal level. Based on initiative and being goal seeking, the man-
ager negotiates decisions and participates in the division of labour 
between staff. 

Mintzberg points out that the manager can easily seem like a puppet 
or the victim of external events in relation to the group they lead. 
Similarly one must also remember, ‘Knowledge is power’, and that as 
a leader, one must be 10 percent better prepared than his colleagues, 
because this often has a major influence. 

Managers act according to Mintzberg situational leadership in rela-
tion to roles.

Adizes’ leadership roles
Adizes17 states that management must be efficient and result mak-
ing, and four leadership roles are included in his theory. Adizes says, 
“Effective leadership requires that all roles are represented within the 
company, and it will lead to mismanagement if only one of the roles 
are not filled.”

The four leader roles are as follows:

Entrepreneur role (E)
To perform this role, the manager sets new activities in motion, 
thinks long-term, is strategic, and sees opportunities and threats for 
the company in an unstable and complex environment. They must 

17.	 See Chapter 3 on role conflicts.
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High-Pressure Ltd.
The company manufactures high-pressure cleaners. There are approxim-
ately 200 people employed in the business, of which about 75% work in 
production. The department for the hobby market is about twice as large in 
terms of number of employees, as the department for professional equip-
ment. Overall, the market for high-pressure cleaners is greatly dependent on 
the general state of the building market.

The CEO
Management wise, Lars Larsen, is an interesting type. In companies that 
employ him, their share price increases signif icantly under his leadership, 
and the moment he leaves, the share price drops quite notably. Therefore, 
he is a personality who really understands how to gear the company up to 
tackle the projects he instigates. The management style takes its basis in an 
ability to combine the human with the rational.

Production department
The tasks of the production departments are very diverse. For the sake of 
high accuracy requirements for f inished products, only the best and most 
advanced manufacturing technology is used. Some work on the machines 
requires skilled workers with training from the metalworking industry.

Sales department
The sales department is in principle nothing other than an order off ice. 
Since virtually all customers are existing DIY centres, the sales department 
only needs to receive orders and send invoices.

Purchasing department
The purchasing department consists of two people. Just like the sales de-
partment, it too is exclusively an order off ice.

Finance department
The finance function is composed of two people, both recruited by Lars 
Larsen, and it has always been his intention to use these two people for the 
cleanup work that is necessary in the company. They are both highly quali-
f ied economists.

Figur 5a Højtryks organisations diagram
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Figure 5a: 

Copyright. Organizational Theory - a practical approach. Henriette Bjerreskov Dinitzen og Lars Krogh Jensen. Hans Reitzel 2010.



Management 109

ment is a matter of the manager possessing humanity, a personality, 
and management style, which establishes their ability to delegate 
decision- making to their employees.

A decision-making process
A decision may only take a short time to make, and often it does not 
require much information and it is perhaps not of great economic 
importance. If an employee, for example, has to decide to buy a spe-
cific tool for their department. A decision may also be slow if it is a 
complex situation that needs to be addressed. Here, the amount of 
information will be greater and the economic impact of the decision 
may be quite large. For example, deciding on the purchase of a new 
machine in production, or when top management take a decision on 
next year’s budget.

Apart from the time factor, the amount of information and the eco-
nomic impact, the decision-making process is the same.

The rational decision -making process has five steps:

Decision-making situation. Here the need for a decision is apparent, be 
it big or small.

Searching for alternative options is the next step, where the decision-mak-
er is trying to find various options to the problem. The result may be 
several possible alternatives: Should I take the first, second or third?

Normally, all alternatives will be considered, but often there are too 
many, and here the danger is that important alternatives are not 

Figur 5.9 Den rationelle beslutningsprocess
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Figure 5.9: Rational decision-making.
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Who makes the decisions?
Decision-makers in the company can be divided into three groups:

−− Managers
−− Employees
−− Groups.

Depending on the situation, it may vary as to whom takes the de-
cisions and it is very complex to generalise. However, looking at 
decision-making from the situation-based leadership model of Tan-
nenbaum & Schmidt’s theory and linking it with Lewin’s leadership 
forms, the result will be shown in Figure 5.10.

Decision-making Models
There is a variety of decision-making models that have their founda-
tion in various places. The actions resulting from these decisions will 
depend upon the situation in which they were taken, both in-house 
and in relation to the company’s external environment.

In Figure 5b, some decision-making models are mentioned that will 
not be reviewed here.

Figur 5.10 Beslutningstagen afhængig af ledelsesform 
ved situationsbestemt ledelse.
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Figure 5.10: Decision-making dependent upon management style with 
situational leadership
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Figure 5b: Different decision-making models
−	 Intuitive −	 Political

−	 Creative     –  Goal compromise

−	 Value-based     –  Middle compromise

–  Anarchist –  Rational 

    –  Dust bin model –  Emotional

    –  Muddling through –  Instinctive 

The models can – based on four elements:
The reason for the decision-making situation

−− The problem to be solved
−− Solution suggestions 
−− Decision-makers.

– be described in terms of three main general types:

Anarchist models are decisions that are uncontrolled and random, 
which means that the decision is marked by great uncertainty. For 
example, the dustbin model and muddling-through model.

The model may seem a bit chaotic, and the decision-makers should 
be beware when taking this approach. Occasionally, they should 
stop and then apply other decision-making models that are more 
targeted. See the description of the rational decision-making process 
in Figure 5.9. 

Experience-based models. Where the decision-maker has been in similar 
situations before. These models require that learning is an integral 
part of the organisation. Experience is structured into rules to be 

Figur 5.11 Mudling Through modellen
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Figure 5.11: Muddling-through model

Source: Based on Lindblom (1989)
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HRM is a series of activities that an individual company can imple-
ment. The main activities are considered below. 
HRM process18

Implementation of HRM means that the company initiates HR ac-
tivities that they believe are relevant. HR activities lead to some posi-
tive results called HR results. Eventually, these HR results will lead to 
some organisational improvements.

The company must select an HR strategy that fits its vision and mis-
sion. If the company operates in different countries, their HR strat-
egy should be adapted for each country. Some of the parameters 
that apply here are of a cultural nature – refer to Geert Hofstede’s 
cultural dimensions.19

The HR strategy is the company’s choice of HR activities, as shown 
in Figure 5.1. The list is not necessarily exhaustive. 

How the company uses the activities and what they will put into 
them, is up to the individual company. Here is a brief description of 
HR activities:

A performance-based reward is the ability to use rewards, if an employee 
makes an extra effort or achieves certain agreed performance tar-
gets. It can take the form of bonuses and commissions.

18.	See Figure 6.1.
19.	Source: www.geert-hofstede.com

Figur 6.1 Sammenhænge mellem HRM og organisatoriske resultater

HR Activities
Performance-based rewards
HR metrics
Recruitment
Teamwork
Staff appraisals
Training and
development tactics

360-degree assessment
Leadership development
HR strategy and internal 
Consistent HR

HR Results
Motivation
Training and development
Organisational commitment
and loyalty

Job performance
Turnover intention
Social environment 
and cooperation 

Etc.

Organisational Results
Profit
Market value
Market share 
Turnover
Product and service quality
Customer satisfaction
Innovation and creativity
Etc.

Figure 6.1: The connection between HRM and organisational results

Source: Kuvaas (2009)
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Corporate culture 
As previously mentioned, many external and internal factors form 
corporate culture, which will be discussed later in this chapter. There 
are many different definitions of corporate culture; the following 
definitions are used in this book:

‘A dominant and consistent set of common values, driven by symbols 
such as stories, myths, legends, slogans, anecdotes and fairy tales’ 
(Hansen, Heide & Riis, 2000).

Corporate culture is a way to understand an organisation or some 
parts of an organisation. The common values that are determined 
and accepted in the corporate culture help to determine what proper 
behaviour is, how to relate to each other internally and externally, 
and how the organisation perceives itself in relation to its surround-
ings.

Schein’s culture model 
Schein examines a company culture on three levels:

Level 1. Artefacts. The visible elements of the company that can be 
observed. Design of buildings and furnishings, staff dress and ap-
pearance, design of communication material such as websites, bro-
chures, external communication, etc.

Figur 7.1 De tre kulturniveauer

Artefacts
Visible symbols,

Structures and Processes

Values
Strategies, goals,

activities and routines

Fundamental values
Perceptions, thoughts, feelings,

expectations of the company

Figure 7.1: The three levels of culture

Source: Bakke og Fivelsdal (2004)
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The fundamental values at level 3 reflect the national and perhaps 
regional cultures and are extremely difficult to change. The values at 
level 2 are created by and between the people in the organisation, 
where management tries to provide a framework and opportunity 
for expression, which means the values and attitudes, will help the 
company achieve its goals. Artefacts at level 1 and the signals these 
send are often very aware of the organisational level, where the com-
pany wants to signal an attitude or a position to the outside world.

Exercise:
Describe and assess the three levels of culture of a company that you know 
well, see Schein’s model.
How do you think the company’s management can work consciously with 
the three levels of Schein’s model?
How can there be an impact on corporate culture in the short and long-
term? 

The cultural web 
To understand what creates a corporate culture, among other things, 
the organisation can be analysed using the enlarged cultural web.

Figur 7.2 Det Kulturelle web

 

 

 

  

 
 
 

 
 

National and regional 
cultural conditions

Individual 
factors

The 
cultural 

web

History Symbols 

Power 
structure 

Organisa-
tional 

structure

Control 
systems

Rituals
and 

routines

Industry and 
market share

Figure 7.2: The cultural web

Source: Own design with inspiration from Johnson, Scholes & Whittington (2008)
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Stories 
The stories that are repeated in the company and which say some-
thing about the business. Danfoss on Als, who is one of Denmark’s 
largest industrial companies, often tells the story of how Mads 
Clausen in the 1930’s founded Danfoss in his parent’s hen house. 
The old family farm and Mads Clausen’s office from that time still 
exist in the factory grounds and are used actively by the company to 
support and show that Danfoss is based upon a culture of achieve-
ment and an innovative corporate culture.

Symbols
Design of the logo, the layout and location of the company’s head-
quarters and branch offices, employees’ clothing, cars and other 
machinery, that the company has: All this and more, signals what the 
corporate culture is or what management require. 

Power Structure 
What is it that gives power and status to the organisation? Is power 
based on titles or behaviour? Is the management style authoritarian 
or more democratic? Depending on this, employee standards will 
develop and influence the company’s efficiency.

Figure 7.3: Example from Danfoss’ website

Source: www.danfoss.dk
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An example of different standards that affect the culture:

Figure 7.4: Positive and negative standards in an organisation
Positive standards: Negative standards:

Be open and honest. Keep your knowledge to yourself.

Be aware of costs. Squander – otherwise the others will.

Develop and support subordinates. Beware of the strongest, a threat to 
yourself.

Be responsible. Avoid responsibility - let the others 
take the risk.

Give a little extra when it’s needed. Always go home on time.

Contribute with your imagination. Contribute with your presence.

Help your colleagues. Everyone must fend for themselves.

Try something new, it will develop you. Do not take chances that bear risks.

Be loyal to the organisation. Bad mouth the company if it can 
benefit you.

Achieve goals with opinions. One for all 
and all for one.

Achieve your goals even at the expense 
of others.

Organisation Design
What is the formal organisation structure and what is the informal 
organisation structure? The size of the organisation. Is it a very 
mechanistic organisational structure or is the structure more or-
ganic? (See Chapter 2).

Control
How is control and rewards within the organisation? Is there much 
focus on detailed reporting, or is there a trend towards self-regula-
tion? Where does the control take place and how? 

Rituals and Routines 
What traditions are there in the company? Is there a tradition of stay-
ing after working hours to ‘solve everyday problems’, or is it straight 
out the door at 5 O’clock? What are the seating arrangements in the 
canteen: Is it by profession, job title or common interests?

Paradigm
How we perceive ourselves and our company, depend upon the com-
mon values that exist. This paradigm is a product of the six areas 
above and areas of national and regional culture, industry and mar-
ket conditions and individual circumstances.
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Exercise:
The group selects a company such as Maersk, Carlsberg, LEGO, Danfoss, 
Copenhagen University Hospital, etc. In smaller groups draw up a culture 
description using Schein’s culture model for the company/organisation 
chosen. The groups prepare a presentation on a flipchart. Subsequently the 
group discusses their work, as well as similarities and differences.

 
Culture adaptation 
A number of analytical elements have now been reviewed, which help 
to create the culture of a company. Since the purpose of analysis is 
that the company can harmonise its culture in relation to the outside 
world and in relation to the internal situation, there will be a need for 
continuous adaptation. 

If the company’s environment is very dynamic, then an ongoing ad-
justment of the corporate culture is a necessity for the company’s 
survival. The surroundings and the internal situation also affect the 
culture and the speed of its adaptation.

Figure 7.5 illustrates how the chapter began with an analysis of in-
ternal and external factors. These are the cause of the symbolism 
characterising artefacts, values and unconscious values, which are 
expressions of what the corporate culture consists of. 

Figur 7.5 Virksomhedskulturens analyse og tilpadsning
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Figure 7.5: Corporate culture assessment and adaptation
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ities. Social responsibility is only fully achieved once all components 
of the pyramid are fulfilled.

It is a requirement that there is an economic basis in a company, be-
cause this component is fundamental in being able to operate social 
responsibility in practice. Furthermore, society expects the company 
to respect the law within the framework in which it operates. Ethi-
cal accountability means that it acts fairly towards its stakeholders, 
even where there is no legislation in that area. The company is ex-
pected to be liable beyond the legal and economic expectations that 
society places on them. Philanthropic accountability relates to the 
company’s own expectations for them self as a commercial entity 
(Crane & Matten, 2007).

The ethical dimension is an essential factor of the CSR concept. Ac-
cording to Carroll, business ethics are the last type of responsibility 
that society expects the company to comply with. The CSR concept 
means that the company must act in its stakeholders’ interest, re-
spect universal human rights, and contribute to what is best for so-
ciety, in order to be accepted as an ethical and socially responsible 
company. Companies are hereby ordered to demonstrate ethical 

Figur 7.6 Virksomhedens sociale ansvarlighed
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Figure 7.6: Corporate Social Responsibility 

Source: Crane & Matten (2007)
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responsibility, if they wish to have the opportunity to win recognition 
and be respected by stakeholders and society. 

Contents of CSR
When a company starts the process of introducing CSR, there are 
many areas to be considered. www.CSR-kompasset.dk is a website 
sponsored by the Ministry of Economic and Business Affairs, the 
Confederation of Danish Industries and the Danish Institute for Hu-
man Rights, which outlines a variety of areas to take into account, as 
well as methods for testing the company’s current CSR and recom-
mendations in connection with the introduction of it.

Figure 7.7 shows the numerous issues to be considered when intro-
ducing CSR. 

Figure 7.7: CSR issues 
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Chemicals Wastewater 

Secure buildings Freedom of  
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Toilet and bathing 
facilities 

Discrimination 

Temperature

Source: www.csrkompasset.dk

The table is divided into four areas as shown in Figure 7.6, but the 
location of each CSR is debatable, because legislation is very differ-
ent depending on where in the world you are. Therefore, the areas 
can be moved around.
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Exercise: 
Discuss with your group the following:

−− How will Figure 7.7 look for Denmark?
−− How will Figure 7.7 look for India?

As shown, the conditions for employees in the company and its 
stakeholders’ company can vary greatly. That is why the company 
must make a CSR policy, so the stakeholders are in no doubt what 
the company’s CSR contains.

CSR decisions
Those who are the decision-makers for CSR in the company will oc-
casionally find themselves in an ethical dilemma when CSR policy 
has to be described. One of the dilemmas is the relationship between 
ethics and legislation.

Legislation is by definition the minimal acceptable behaviour. Law 
does not cover many of the moral issues, both within and outside 
the company. Business ethics begin where legislation ends. There-
fore, ethics are only come into corporate thinking for areas with no 
legislation. Figure 7.8 consists of two areas: One of legislation and 
the other of business ethics. The legislative area covers the entire 
complex of national and international legislation, i.e., all laws and 

Figur 7.8 Forholdet mellem Etik og lovgivning
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Figure 7.8: The relationship between ethics and legislation

Source: Crane & Matten (2007)
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rules that all companies must abide by. The second area contains the 
considerations on business ethics that the company must deal with 
(Crane & Matten, 2007). In the ‘gray area’, it is up to companies and 
their industry to define ethics if they wish to exercise ethical respon-
sibility.

Ethical decisions 
Companies make ethical decisions to ensure that they will have an 
image as an ethical company in relation to their stakeholders and 
the outside world in general,. There are also some companies that 
will further enhance this image by making ethical and environmental 
accounting and reporting.

When is a decision required that must address ethics?
Ethical decisions are decisions concerning what is right and what 
is wrong. Through an identification process, it can be determined 
where exactly situations of an ethical character arise, and whether 
there is an ethical issue at all. 

Although, based on the company’s viewpoint, there does not seem 
to be a moral issue, this is perhaps not the case for all parties. By 
looking at the following two considerations, it is possible to identify 
whether there is an ethical issue to be dealt with:

−− The decision seems as if it will have a relatively big effect on others
−− One or more persons see the decision as ethically appropriate. 

If the answer is yes to just one of these, it must be assumed that there 
is an ethical issue. 

When the ethical issue is uncovered, a decision-making process must 
be implemented to find the best solution. Figure 7.9 shows a tender 
decision-making process.

When it is recognised there is an ethical issue, a moral evaluation 
is made, after which it can be decided what is morally appropriate 
to do in the situation. When the first three stages are completed, 
a moral action can then happen. The model distinguishes between 

Figur 7.9 Den etiske beslutningsproces
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Figure 7.9: The ethical decision-making process 
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What is innovation?
“[I]nnovation;  development of a new idea and its 
realisation in practice. Examples could be a new product’s 
introduction on the market, introduction of new technical 
solutions, routines and practices in both private and public 
organisations, new forms of interaction or incorporation 
of new customs and rules of conduct in society. The core 
of innovation is that the new idea will have an actual use. 
The Austrian-American economist Joseph A. Schumpeter 
introduced the concept of innovation in a recent economic 
theory in 1912. According to Schumpeter, innovation is a 
constant inventive element, but consequently, a destructive 
element in relation to the existing economic order; old 
companies die and new ones are born; competitive 
behaviour and social life changes.”

Source: Den Store Danske Encyklopædi (The Great Danish Encyclopaedia)

This definition of innovation shows that there is more to innovation 
than just being creative. An innovative person or organisation must 
be able to have a new idea and implement it into practical new prod-
ucts, market approaches, collaboration, production processes, etc. 

Innovation versus creativity 
Many people and organisations are very creative, but the ideas are 
rarely put into practice, they lack the ability to realise the ideas into 
actual products and actions. Therefore, the innovative person must 
also have skills in project management/planning, attract, and retain 
relevant stakeholders.Figur 8.1 Innovationens elementer

 

 

+

= Innovation

Creativity 
and idea 

development

Planning and 
implementation of 

new ideas

Figure 8.1: Innovation’s elements

Source: Heilbroner (1953)
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−− Eventually some of the ideas might be interlinked in one overall 
idea.

Another method often used as an extension of the above method is 
the Idea Assessment method.

−− The group provide selection criteria to gauge ideas. It may be eco-
nomic requirements, such as the project can cost up to X number 
of dollars, the project should be completed by a certain date, or 
the project should be resolved without external consultancy. If it 
is a training project, the requirements could include; we will use 
the learned theory in practice or will we extend our professional 
network.

−− Then ideas are assessed in the light of the established selection 
criteria. Each idea is assessed individually, to see if they live up to 
the requirements set.

−− Then a form is created, where ideas are judged in relation to the 
requirements and assessed in terms of how well requirements are 
met.

−− + 	 idea fully meets the requirement 
−− (+)	 idea meets the requirement to an acceptable standard
−− ?	 it is doubtful whether the idea meets the requirement
−− –	 idea did not meet the requirement

Figure 8.2: Idea requirement form
Idea 1 Idea 2 Idea 3

Requirement 1

Requirement 2

Requirement 3

Etc.

Subtotal
Total +,(+),?,-

By using this method, a more objective selection is gained.

The creative process can be illustrated using the diagram in Figure 
8.3.
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Exercise:
Give examples of times when you feel that you have solved a problem in a 
new and untraditional way. What enhanced your creativity and what inhi-
bited it?

Types of innovation
Jay Doblin is a professor at the Illinois Institute of Technology and he 
works with ten types of innovation.

As mentioned in the introduction to this chapter, innovation is much 
more than just inventing a new and groundbreaking product. Doblin 
has compiled the ten types of innovation, where he shows the differ-
ent areas where companies can try to create innovation. 

Figure 8.4: Ten types of innovation
Main areas Innovation 

focus
Examples

Financing 1 Business model Dell introduced the customer having 
to pay for the computer before it is 
sent from the assembly plant.

2 Networks and 
alliances

Just-eat.dk work closely with  
Coca-Cola, so that Coca-Cola market 
the just-eat.dk concept for the  
restaurants.

Process 3 Smart  
processes

The electronic health record, EHR, is 
an example in health care, where the 
goal through a common IT platform 
is to improve information flow, so 
that all relevant parties have easy  
access to updated information on 
each patient.

Figur 8.3 Den kreative proces

 

 

Idea 
assessment

Idea 
develop-
ment

Creative phase Separation Logical/analytical phase

Ideas that can be 
taken further

Issue

Figure 8.3: The creative process 
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4 Core processes By purchasing large quantities and 
relatively few product variations, Jysk 
can buy at competitive prices. 

Tilbuddet 5 Product perfor-
mance

The new mobile phones integrate 
several products into one phone:  
camera/video, GPS, walkman,  
calendar, pedometer, etc.

6 Delivery system When you book a flight with Ryanair 
they will offer customers a range of 
additional services ranging from food 
on the plane to hotel and car rental at 
the destination.

7 Service When purchasing a new car, you 
automatically receive a customer club 
membership, where customers are 
invited to interesting events, break-
down cover and car swap across 
Europe 24/7.

Leveringen 8 Distribution 
channels

HjemIs have managed to reach  
consumers' doorsteps and thereby 
solved the problem of ice cream that 
melts in the back of the car.

9 Brand When the electricity company NESA 
offers Natural Power, also called 
green electricity, NESA try to offer 
more than just power. Customers also 
buy a clear conscience and NESA will 
appear as an environmentally respon-
sible company to the customer. 

10 Consumer 
experience

By purchasing a Build-A-Bear teddy 
bear, children create their own teddy 
bear and through it get a greater 
sense of ownership and a better 
experience.

Source: Doblin (www.doblin.com)

It is important to look at the whole of your company to see where 
new and better solutions can be made.

Exercise:
For a company you know well, give examples of innovative initiatives within 
the f ive areas.
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Sources of innovation 
“The most successful innovations are the result of a deliberate and 
targeted search for changes and problems in society” (Drucker, 
2007). 

The American management professor Peter F. Drucker (1909-2005), 
has worked most of his life with and researching how organisations 
can become more innovative, and the sources to be used in conjunc-
tion with deliberate and structured work with innovation. 

The sources in Figure 8.5 are areas Drucker believes companies 
should monitor in a systematic and structured way to capture new 
signals internally and externally. These new trends and signals must 
then undergo a creative process in order to become innovative op-
portunities for the organisation.

Drucker’s Seven Sources of Innovation 

Source 1. The unexpected 
The unexpected can be either unexpected success or unexpected 
failure. It may be, for example, that an organisational change does 
not become a success in spite of various studies, interviews, focus 

Incongruity
The unexpected

Process 
require-
ments

New 
knowledge

Perception

Demographics

Industrial 
market 

structure

Figur 8.5 Forandringskilder der fører til innovation

 

 

Innovation

Figure 8.5: Sources of change that lead to innovation

Source: Drucker (2007) 
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Some believe that instead companies should work to make a creative 
and innovative environment available to employees. This is done by 
looking at the seven sources of change, but also:

−− Employees
−− Organisational culture
−− National standards and values.

One should look at employees as kinds of inventors, who must not go 
it alone and are only left to their own initiative in terms of idea gen-
eration. It may generate small or larger ideas, but given the breeding 
ground, they can be decisive for the company’s future. 

By giving free rein to staff skills and their personal charisma and thus 
encouraging innovative thinking, they will react as Innovators. Inno-
vators are theoretically part of a marketing model (Kotler, 2003), 
which looks at when customers accept and begin to use a product. 
Innovators are usually the first to use new products; their personal-
ity encourages them to try new ways of enjoying the excitement and 
risks of experimentation.

To create space for individual expression, it means there must be a 
corporate culture in place that can accept and encourage the innova-
tive process. In order to promote the innovative culture the company 

Figur 8.6 Den innovative arbejdsplads

 

 

Creativity and 
innovation 
environment

Employees’ 
individual 

competencies
and personality

National standards 
and attitudes 
to new ideas

The company 
culture, competitive 
pressures for change 

and the ability 
to make changes

Figure 8.6: The innovative workplace 

Source: Own design with inspiration from Buchanan & Huczynski (2007)
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must work with attitudes among employees, and management must 
be able to accept and appreciate the culture.

The more the company is under pressure from market competition, 
the greater the degree of willingness will be present for an innovative 
corporate culture.

National culture also has an impact on companies’ desire to open up 
for an innovative corporate culture. For example, Michael Porter believes 
that British companies are too slow to incorporate innovation into 
the organisation, which should be the reason for the efficiency dif-
ference between British companies, who have relatively poor results, 
and for example, American, German and French.

Exercise:
Using Hofstede’s cultural dimensions, consider in which national cultures 
an Innovators’ possibilities within the company as an idea generator are 
greatest.

Innovation, as we have reviewed for companies, has had a slow start, 
but it seems that the ball is now rolling and gradually picking up 
speed. Large, well-established companies have a little more difficulty 
with it than smaller companies do. The reason is perhaps that the big 
companies are more established and mechanistic in their structure 
and mode of operation.

The following tables explain the factors that will help increase and 
reduce the creative, innovative environment. Both the enabling and 
containment factors in the table are partly concerned with employee 
attitudes and opinions, and partly about the company’s openness to 
take initiatives up and process them.

Figure 8.7: Innovation enabling factors

Opportunity for Enable innovation 

Challenges People face challenges, pleasure and perceive their work 
as meaningful. They invest energy in the job.

Freedom People are seeking contact, give and receive information 
without hindrance. They discuss problems and tasks, 
make decisions and take initiative.

Idea support People listen to each other. Ideas and proposals will be 
received in a positive and constructive manner by both 
managers and colleagues.
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Trust and openness There is a high degree of trust from all sides. Ideas can be 
raised without fear of reprisal or ridicule.

Dynamic and  
initiative

There are new things all the time and often new ways of 
thinking and solving tasks occur. Full speed ahead.

Playful and humour People experience a relaxed atmosphere with jokes and 
humour. Spontaneity is in focus.

Debate You will hear many voices in debates that express dif-
ferent ideas and views.

Conflict 
management 

People behave in an adult manner with great psychologi-
cal insight. Conflict management is directed at ideas and 
not against persons.

Taking risks Quick decisions are taken that are implemented here 
and now. Prefer to experiment rather than make a large 
analysis.

Idea time It provides the opportunity to discuss and test new ideas, 
although it is not part of the planned work. Changes 
must be exploited. 

Source: Own design with inspiration from Buchanan & Huczynski (2007)

Exercise:
Consider the motivating factors and what forms of management must exist 
to promote innovation in the company, see Chapters 4 and 5.

Figure 8.8: Innovation containment factors
Opportunity for Contain innovation

Challenges People are alienated and radiate indifference. The job is 
without challenges and apathy prevails.

Freedom People are passive, rule-bound and eager to linger in their 
well-established and limited job situation.

Idea support Proposals will be quickly dismissed with idea killer ar-
guments. The usual response is about fault f inding and 
obstacles.

Trust and openness Very bad environment of trust. People are suspicious of 
each other, afraid of making mistakes and afraid of get-
ting their ideas stolen.

Dynamic and  
initiative

Slow pace without surprises. No new projects or plans 
for change. Everything is as usual.

Playful and humour Heavy and serious atmosphere, rigid and sombre. Jokes 
are not acceptable.

Debate People follow the recognised and authoritarian patterns 
without questioning them.
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Situation analysis  
The first step in being able to optimise the company’s design is to un-
derstand the external environment that influences the organisation. 
See the analysis in Chapter 2, that deals primarily with identifying what 
external environment elements are crucial to the level of uncertainty 
in the organisation’s decisions. The analysis could be based on a PEST 
analysis or an analysis of the industry, based on the Five Forces. 

The level of uncertainty is defined by a combination of the number 
of sectors and the degree of instability within them – a combination 
of simple/complex and stable/dynamic, as described in Chapter 2. 
At the same time, considerations about the amount of resources has 
to be taken into account – is the external environment rich or poor in 
resources that are relevant to the organisation?  

An analysis of the company’s external environment can be consoli-
dated as an OT analysis, either where the key elements of the study 
are classed as opportunities in the external environment (O) or as 
potential threats (T). Since the aim is to design the organisation 
based on this analysis, the weight of OT analysis will lay in the factors 
that place special demands on the organisation, for example, flexible 
structure, rapid and global coordination of resources, allocation of 
responsibilities, decision-making skills, etc.

Figur 9.1 Den strategiske proces

 

 

External Environment
O&T based on e.g
–  PEST, 5-forces,
 competitor analysis
–  Dynamic/stable-simple/
 complex + Resources

Internal Situation
– S&W
– Core skills
– Leadership style
– History/resources

Organisational Design
–  Structure: mechanistic
 or organic
–  Coordination and
 dependencies
–  Production 
 technology
– HRM and motivation
–  Organisational culture

Effectiveness  struktur: mekanisk
– Resources
– Efficiency
– Goal 
 achievement
– Competitive-
 ness

Top 
management

Strategy
– mission, vision 

and objectives

Figure 9.1: The strategic process

Source: Daft (2007)
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Figure 9.2: Porter’s generic strategies
Low costs Unique product

Broad audience Cost leader
e.g. Ryanair

Differentiation
e.g. Starbucks

Narrow audience Focused cost leader e.g. Lærer-
standens Brandforsikring

Focused differentiation
e.g. Asics

Source: Daft, 2007

In a differentiation strategy, the company seeks to compete by offer-
ing customers a better product or a higher value. This can be done 
via special characteristics, such as easy user interfaces for IT equip-
ment or design, such as iPod, extra good service like courtesy cars 
for repairs or advertising. The aim of differentiation strategy is to win 
customers who have special requirements, such as status or prestige. 
A wide range of products and brands, such as Diesel clothes, Ap-
ple computers and Toyota cars, adopt this strategy. Organisations 
that use a differentiate strategy are very focused on building and 
maintaining specific skills that allow them to be better than the com-
petition on the decisive factors. Therefore, Apple’s organisation will 
focus on maintaining skills of innovation, which has been crucial in 
the development of the iPod.

Cost-leader strategy seeks to increase market share through selling the 
products a little cheaper than the competition or try to be so good at 
production that there is a greater profit margin. Cost-leaders focus 
heavily on efficiency and control over their resources. The strategy 
can be seen in low cost airlines, such as Ryan Air or from car manu-
facturers like Suzuki. H&M also have a cost-leader strategy.

Porter’s third and fourth strategies; focused differentiation and focused 
cost-leader, focus around a particular market or customer group. The 
company tries to gain a competitive advantage within this group by 
either a cost-leader strategy or a differentiation strategy. An example 
of a focused cost-leader is the LB Group, who offers cheaper insur-
ance to those employed in education-related jobs. ASICS running 
shoes are an example of focused differentiation.

Porter’s theory concludes that it is vital for the company’s competi-
tive position to consciously choose one of the FOUR strategies. This 
choice will set the basis for the market position and guide organisa-
tional design25.

25.	However, there is much debate among theorists about the f indings of Porter’s strategies. Companies 
like Google and eBay have had great success with hybrid strategies that combine elements from the 
cost-leader strategy and differentiation strategy. Organisation design is reviewed in Chapter 10.
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Miles & Snow’s archetypes 
Another method to analyse strategies is with Miles & Snow’s arche-
types (Daft, 2007). Miles & Snow also have a positioning focus, based 
on the organisation’s ‘f it’ with its external environment, but they ex-
press it in four strategies: Prospector, Defender, Analyser and Reactor.

Figure 9.3: Miles & Snow’s archetypes
Prospector
Example: Microsoft and 
Apple

Relatively broad product/market.
Focus on the market.
Seeking new opportunities, and testing them  
constantly.
Internal focus on flexibility and dynamism.
Differentiation is central in the marketing strategy.

Defender
Example:
Egmont (publisher of 
cheap magazines such 
as Her & NU) 
Collector’s Book Club

Narrow product/market.
Strategies with an emphasis on stability and retention.
Only change if the pressure gets too great.
Internal focus on cost eff iciency.
The price is the most important marketing factor.

Analyser
Example: Sony

Focus on the safe side.
Can be seen as a combination of Prospector and  
Defender – can be divided into a basis part, which  
accounts for the bulk of revenues and a smaller trial-
and-error part, which deals with development.
Focus on cost effective differentiation.

Reactor
Example: Xerox and 
Kodak struggle hard to 
get out of a very reac-
tive strategy in which 
they failed to follow 
developments in tech-
nology and customer 
requirements 

Reacts to external changes without assessing the costs 
or options.
No strategic focus and no clear strategy.
Often willing to try changes.
Willingness and interest are present.

Source: Own design with inspiration from Daft (2007)

Miles & Snow’s archetypes are highly recognised as strategic tools 
and they have been tested in hospitals, banks, schools, and produc-
tion and insurance companies. At all these places an understanding 
and agreement was found for the archetypes characteristics, and at 
the same time great recognition among the company’s management, 
compared to how strategies are experienced in the market. It will 
thus be easier and more useful to group competitors in a particular 
sector from the Miles & Snow’s theory. It gives the possibility to com-
bine an overall strategic focus with a competition/growth strategy. 
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As previously mentioned, organisational design is not an isolated 
element, but part of the process to make the organisation efficient 
and able to achieve its objective. First, analyse the situation and for-
mulate a strategy, as described in Chapter 9. Next, design the organi-
sation. The quality of the analytical and strategic work is judged by 
the organisation’s efficiency.

Organisational design
The strategy the company chooses has implications for the organi-
sational structure. For an organisation that chooses a price-focused 
strategy, everything will have equal focus on keeping costs down in 
all parts of the organisation. The strategy creates the corporate cul-
ture: The company’s basis and behaviour.

In order to design the organisation so that it matches the chosen 
strategy, it is necessary to look at five elements: structure, coordination/
dependencies, technology, personnel and motivation and finally organisational 
culture.

Structure
Organisational structure was analysed in Chapter 2, and here we dis-
tinguished between mechanistic and organic structures. 

The mechanistic or vertical structure can be described as stable, hi-
erarchical, clear areas of responsibilities, centralised power, and 
commands, higher position gives prestige, loyalty and obedience. 
Mechanistic structures are often best in organisations with a very 
stable external environment, and where the company has chosen 
a price-focused strategy: Cost-leader with Porter or defender with 
Miles & Snow.

Figur 10.1 Sammenhæng mellem strategi, design og effektivitet

 

Strategic analysis
See chap. 9

Organisational Design
– Structure: mechanistic or organic
– Coordination and dependencies

– Production technology
– HRM and motivation
– Organisational culture

Effectiveness
– Resources
– Efficiency

– Goal achievment
– Competitiveness

Figure 10.1: Relationship between strategy, design and effectiveness

Source: Daft (2007)
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The organic or horizontal structure can be characterised with task 
dependent division of labour/projects, mutual adaptation, gen-
eral responsibility, decentralisation, advisory roles and interaction, 
prestige via personal knowledge and experience, commitment and 
contribution to growth. Organic structures often work with compa-
nies in very dynamic and complex external environments, where the 
company has chosen to differentiate them self: Differentiation with 
Porter, and prospector with Miles & Snow. 

The analyser strategy requires a combination of the two structures: 
The base part with a focus on stability and performance requires 
control and efficiency, and thus often a more mechanistic structure. 
While the development orientation part, trial and error component, is 
in need of more learning and flexibility, as in the organic structure. 

Coordination Mechanisms and dependencies 
Structure and coordination are closely related. As described in Chap-
ter 2, the degree of formalisation, and thus the proportion of coor-
dination, which is handled via formal rules and systems, is greater, 
depending on how mechanistic the organisation is. We can say that 
the more complex and unstable the external environment, the less 
you can coordinate using formal systems: The requirements for the 
systems will change all the time. Figur 10.2 Koordineringsprincippernes anvendelse 

i forhold til stabilitet og kompleksitet

 

 

Increasing complexity

Increasing stability

Standardisation of work processes

Standardisation of output

Direct monitoring

Standardisation of skills

Mutual adjustment

Figure 10.2: Use of coordination principles in relation to stability and complexity

Source: Own design with inspiration from Mintzberg (1979) 

Copyright. Organizational Theory - a practical approach. Henriette Bjerreskov Dinitzen og Lars Krogh Jensen. Hans Reitzel 2010.

Cameline
Rectangle



Design i ng organ isations 195

Direct monitoring is a manager controlling employees’ behaviour and 
steering them in the correct direction. Standardisation of work processes 
is the use of routines and formalised systems as a method to ensure 
consistency within the organisation. Standardisation of output focuses 
on uniformity in the finished product as a way to ensure consistency. 
Coordination through standardised skills uses employees’ skills as a key 
element, and finally, mutual adaptation is a coordination method in 
which employees adapt themselves in line with each other. Direct mon-
itoring is the most vertical approach, and mutual adjustment is the most 
horizontal connection (see organisational structure in Chapter 2).

The relationship between the method of coordination, company 
structure and environment type can be deepen by broadening the 
figure from Chapter 2:

Generally, the degree of standardisation increases, the more stable 
and cost-focused, the company is. Standardisation happens through 
standardisation of processes, for example, assembly line work and 
routines, standardisation of outputs, such as Coca-Cola, where re-
gardless of their country and time, it tastes the same, or standardisa-
tion of skills, e.g., training of doctors, which ensures the same treat-
ment for all patients. The more complex and dynamic the external 
environment becomes, the more organic, the firm’s structure should 
be and the more flexible the coordinating mechanisms will be, i.e., a 
higher degree of mutual adaptation. Direct monitoring is a special 
kind of coordination that works best in relatively small, centralised 
units. In small organisations, the manager is the main coordination 

Figur 10.3 Sammenhæng mellem omverdenstendenser, 
strukturelle tendenser og koordineringsmekanismer

 

Mechanistic trends Organic trends

Stable Dynamic

Decentra-
lising 
trends

Centralising 
trends

Simple

Complex

Professional
bureaucracy
– standardisation of
 Training

Machine bureaucracy
or divisional form – 
standardisation of
processes/output

The simple structure
– direct monitoring

Ad hoc
– mutual adjustment 

Figure 10.3: Relationship between external environmental trends, structural 
trends and coordination mechanisms

Copyright. Organizational Theory - a practical approach. Henriette Bjerreskov Dinitzen og Lars Krogh Jensen. Hans Reitzel 2010.

Cameline
Rectangle

Cameline
Rectangle



Design i ng organ isations 197

Motivation and reward systems 
The difference in strategy also has implications for the motivation 
and reward systems in the organisation. The theory about motiva-
tion and reward is described in Chapter 4, so here we will just touch 
on some key features.

In companies with cost-focus strategies, i.e., cost-leader or defender 
strategies, the priority is efficiency. This is often realised with a 
highly centralised, authoritarian leadership with close scrutiny. Here 
employees perform standardised jobs under close human or tech-
nological monitoring. There is no special delegation, and employees 
are not expected to initiate change. Therefore, the motivation and 
reward systems must be found in the maintenance factors, such as 
good colleagues or pay. The employee is expected to perform the 
described job based on fixed standards and is rewarded for achiev-
ing the goal – nothing else. 

In companies with unique products, i.e., differentiation or prospector 
strategies, there is a greater need for learning and development among 
employees. The organisation will focus on a continuous quality im-
provement through better products, better service, better commu-
nication, etc., to keep ahead of the competition in customer’s eyes. 
Power will be more decentralised with a flat hierarchy. Employees are 
rewarded for creativity, risk taking and innovation. The motivation 
here will be the challenge and content of the job, called motivation 
factors by Herzberg, more than wages.

Organisational culture  
The choice of strategy also sets the agenda of the fundamental values 
of the organisation and thereby the overall culture. Culture can fit in 
relation to the four areas in Figure 10.3.

Figure 10.4: The relationship between structure, coordination and culture
Stable/complex
    –  Professional bureaucracy (mechanistic)
    –  Standardisation of skills

Guided missile (focus on the task, f lat 
structure)

Dynamic/complex
    –  Ad hoc structure (organic)
    –  Mutual adjustment

Incubator culture (focus on people,  
f lat structure)

Stable/simple
    –  Machine bureaucracy (mechanistic)
    – � Standardisation of output or  

processes

Eiffel Tower (focus on the task,  
hierarchy structure)

Dynamic/simple
    –  The basic form (organic)
    –  Direct monitoring

Family culture (focus on people,  
hierarchy structure)
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Relationships in Figure 10.4 should not be taken as the final answer, 
because there are numerous exceptions. Hierarchical organisations 
can exist in people-focused cultures and departments within an or-
ganic structure with very control-focused values. However, there is a 
tendency for hierarchical structures, with focus on the task via man-
agement and culture, to have a high degree of formalisation. 

Organisational effectiveness  
The consequence of organisational design will be a more or less ef-
fective organisation. The organisation’s structure, coordination and 
culture as an overall design should be able to:

−− Solve the organisation’s main tasks
−− Accommodate the employee’s human needs
−− Be reliable
−− React quickly to changes in the external environment.

Any structural choices will be a compromise between the concerns 
and interests of the organisation. As we saw in Chapter 2, there is a 
great difference between when an organic, flexible and willingness 
to change-oriented organisation is optimal and when the company 
needs the stable, optimising efficiency focus, that mechanistic struc-
tures allow.

If management has assessed the external environment correctly, has 
taken account of relevant threats and opportunities, have the cor-
rect understanding of the company’s competitive strengths, and have 
used this knowledge to formulate an appropriate strategy, which is 
then transformed into an appropriate organisational design, the or-
ganisation should be effective.

Effectiveness can be assessed on three fronts:
Figur 10.5 Organisatorisk effektivitet

 

Organisation: 
Internal activities 

and processes

Resources:
Input

Output:
Products or 

services

Objective-based
efficiency

Process-based 
efficiency

Resource-based 
efficiency

Figure 10.5: Organisational effectiveness

Source: Daft (2007)
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In order to succeed in making changes, it requires that managers 
responsible for change take the elements in Figure 11.1 into consid-
eration, because a specific change in one place of the organisation 
automatically implies that many of the elements in the figure come 
into play. 

Management must look at:
−− A combination of employees with the right skills is in place (HR).
−− Some of the employees have to be moved, promoted or retrained 

(organisational development).
−− Whether to work in teams, and if so, to what extent.
−− Whether the change will alter corporate culture totally or par-

tially.
−− Whether employees will lose motivation or be more motivated.
−− How motivation can be increased? 
−− How employees are to be informed and at what times?
−− How employees are involved, so they become motivated to work 

with and not against change?

Figur 11.1 Elementer som skal indgå i forandringsledelsesopgaven

 

Change 
management

Communi-
cation Decision 

Theory

Organisational 
development

Economy

Innovation

External 
factors

EmployeesTeams

Organisational 
culture

Project 
management

Management

Motivation

HR

Figure 11.1: Factors that may be included in change management projects
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The model should be compared with Figure 11.1, since the elements 
listed are part of the three phases in Figure 11.2.

The model is constructed in three phases: Analysis consists of defining 
the framework for the project and reflections on how to implement 
change, and what the consequences are. The results of the analysis 
phase are a project description and a plan for the process. The or-
der of activities in the change process is planned in detail. After the 
change process is conducted in relation to a project plan, the outcome 
of the change is evaluated. The purpose and objectives that were set 
from the onset are assessed. This will provide the company with a 
picture of whether anything has been gained from the change, whilst 
being made aware of other predictable secondary effects, as well as 
those that are unpredictable. Results of the evaluation can be used 
to improve new change projects in the future.

Analysis phase
The situation for the model in Figure 11.2 is that the initiator of 
change is typically the management, but it can also come from 
employees who experience a need for change or transformation. 
Here the purpose and goals for change are also given, but before 

Figur 11.2 Forandringsledelsesprocessen

 

Analysis

Process

Result
Objective and goal with 
change

Corporate culture and its 
assumptions

Consider the change’s 
significance (Leavitt)

Choice of change strategy

Consider resistance to 
change

Project composition

Project tasks

Deliberate 
communication

Project management’s
organisation

Flexibility

Kotter’s 3 phases 
model

Achievement of 
objective and goal

Reflection of the 
process

New change needs 
arise

Figure 11.2: Change Management Process
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the change can be realised, the close circumstances should be inves-
tigated. This means an analysis phase is created to consider what 
effect this change will have on all the directly and indirectly involved 
departments, employees, customers, suppliers, etc.

The elements affected by the change can easily be made transparent 
by using Leavitt’s Diamond Model:

The model consists of four elements that will be affected by changes 
in the company. 

Employees must learn to adapt by changing their behaviour, they may 
have further training and they may have to be convinced and accept 
the benefits of change.

Structure of the company is affected by change. Some departments 
are closed down, and new ones arise. The relationship and processes 
between the various departments will change.

Work tasks of individual employees and functions are changed. The 
usual processes are removed and new ones started. This produces an 
increased need for training and changes in work tasks.

Technology for phasing out processes and tasks has to be adapted 
to the new conditions. It could be here that change happens, for 

Figur 11.3 Leavitts Diamant model

 

Employees

Technology

Structure Work tasks

Chart 3.11: Leavitt’s Diamond Model 

Source: Loosely based on Smith, Norton & Ellis (1992)
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The figure should be seen as a timeline that illustrates what hap-
pens when a change occurs. When the change begins, where the lines 
intersect, you must take a trip around the circle before you can pro-
ceed with your usual work. This trip will be easier to accept and han-
dle if you and your close colleagues know the reactions, and you all 
know that with good change management, they will disappear again.

Some change reactions occur whilst moving around in the circle. The 
first reaction is a condition (1), where the state of affairs is denied. 
Example: “It can’t be right that it’s always in our department they 
make changes. It must be a mistake.” (2) Or, “I can’t believe that 
management will move the development department abroad. I will 
have to see if there is qualified staff there, before I believe it.” Be-
cause of this, reaction (3) is typically that you push the situation and 
the change aside and pretend it is not there.

When the change, despite the denial, begins to take shape, people 
react through emotions, such as anger, frustration, and sorrow or 
perhaps joy, if it is a positive change. You get used to the change, and 
hereafter acceptance of the change soon follows. Now the moment 
is resurrected from before the change, and you start to look ahead 
and see the possibilities (4) in the new situation. What is happening 

Figur 11.5 Ændringsstrategi
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Figure 11.4: Change Circle

Source: Hawk of the Yellow Wind (2006) 

Copyright. Organizational Theory - a practical approach. Henriette Bjerreskov Dinitzen og Lars Krogh Jensen. Hans Reitzel 2010.

Cameline
Rectangle



C hange Management 217

employees work more against than for the organisation’s goals, and 
to a high degree, it is others who must adapt, rather than the organi-
sation itself, and there are many changes in the organisation, which 
helps to create a breeding ground for discontent and resistance.

Douglas McGregor’s theory of management’s view of human nature 
towards their employees, influences the change strategy used.

Theory Y: Here the starting point is that employees are autonomous, 
like their work, chose their own work tasks, are willing to change and 
eager, a sense of responsibility and generally contribute positively to 
the organisation.

Theory X: Here the employees are people who need to be set to work, 
are lazy and require supervision. They only come to work to earn 
money and have no desire to contribute other than the tasks they are 
given to do.

A comparison of the four views produces the following four change 
strategies. See Figure 11.5.

Representation strategy is where the organisation is in harmony, and 
where management has a Y-view of their employees. The situation 
here is that employees with great serenity can have confidence that 
a representative for them will look after their interests in connection 
with the changes that must happen. So a representative is appointed 

Figur 11.5 Ændringsstrategi
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Figure 11.5: Change strategy 
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−− Political
−− Human
−− Other.

After this risk assessment, we will know the consequences and risks 
associated with change. 

Finally, plans are made for initiatives to be undertaken should the 
problems occur. This is done in the form of an action plan.

Example of a risk analysis:

Example of the introduction of the company’s new ERP system.

Figure 11.6: Risk analysis
Before During After

Where?

How? 

For who?

When?

Department and 
the leader cannot 
see the benefit of 
change. 

The time for retra-
ining is too short 
for change. 

The change is not 
properly commu-
nicated. 

Lack of knowled-
ge makes emplo-
yees uncertain.

The supplier does 
not deliver on 
time. 

ERP system faci-
lities are inade-
quate.

There is no time 
for rescheduling 
during the normal 
business day.

The organisation 
must be changed 
again, due to the 
ERP system.

ERP system is to 
be expanded.

Employees must 
be trained.

General discon-
tent with the new 
duties.

Project composition
The process of change is a lengthy, large and complex task that is 
best implemented as a project. The project begins with putting a 
project team together, who are supervised by a steering committee. 
Who participates in the project and the steering committee, depends 
on the outcome of the analysis presented in Figure 2.

The project 
Also called the change project. Here the project is broken down into 
a series of smaller tasks, and time wise, driven by the project group 
manager. This means there is always control of what has to be set in 
motion, when and in what order.
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At the same time, the change was prepared, so that from LEGO’s side it 
showed what they would do and could give an explanation, namely that the 
jobs would be moved to Eastern Europe.
  The explanation was Switzerland’s high costs, which was a very impor-
tant factor in the decision to move production to Eastern Europe.
  At the same time LEGO pointed out that the round of redundancies 
would, in all likelihood, not stop there, and that there were also some tech-
nical production benefits and cost savings with the changes.
  In addition, LEGO brought attention to other changes that were under 
way, concerning distribution, etc. Therefore, there was no hidden agenda in 
their communication.
  At the same time, they also announced that the f inancial accounts were 
on the right track, and that some of the changes were made to reinforce this 
positive development.
  By doing this, they ensured a greater understanding of the situation.

Kotter’s model can be used to describe project management and 
flexibility in the process. The model overlaps the three phases shown 
in Figure 11.2, but takes a slightly different perspective, and as such 
can be used as an alternative change management model.

Kotter’s change management model
This model is based on the need that the company is constantly 
changing due to external and internal conditions. There is a three-
phase model that in its simplicity is as follows:

There are some activities in connection with these phases, and they 
are perceived in eight steps.

Thaw 
The idea is that when the need for change arises, the situation is 
analysed in the here and now, in order to ask questions about the 
current situation.

Step 1. Increase urgency29. Here it tries to focus on potential crises 
to ensure that change begins to take place. If self-satisfaction in the 

29.	Also see change communication in the appendix of this chapter.

Figur 11.7 Kotters 3 faser

 

IntegrationChangeThaw

Figure 11.7: Kotter’s three phases
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