HANDOUT
Dr. SALEM M. AL-GHAMDI

ORGANIZATIONAL THEORY

STRATEGIC CHOICE
Researchers in this field: Child, Pfeffer, Miles and Snow, Hambrick, Chandler, Astley, Hrebiniak and Joyce, Porter and others.
Pfeffer points out several important points in this perspective:

1.) There is no one best way to organize given an organizational context, instead there  is EQUIFINALITY.

2.) Organizations can ENACT their environment.

3.) Organizations can choose their DOMAIN.

4.) Management can pursue other aims besides maximizing efficiency and profits.

Child discusses the role of strategic choice in organizational structure, environment and performance. He says that the typical way of looking at structural contingency theory is inadequate and incomplete. To look only at the environment, technology and size overlook the internal aspects of the people within the organization and the choices they make. He identifies several important concepts: DOMAIN (the markets that a firm chooses to compete in); BOUNDARIES (the limits of the organization as chosen by the management); GOALS AND ACTIONS OF DECISION-MAKERS; and, THE DOMINANT COALITION (the top group of decision makers). He says the critical link lies in the decision makers evaluation of the organization’s position in the environmental areas they regard as important and in the action they take internally.

Strategic Choice differs from Population Ecology in that they are posing different questions and look at organizations on different levels of analysis.

DOMINANT COALITION – those who collectively hold most power over a period of time (more than one may exist; doesn’t imply that others within the organization can not modify their decisions, the dominant coalition must obtain support and cooperation, thus there is a political process at work).
If Strategy can be defined as “the determination of long term goals and objectives, the adaptation of course of action and the allocation of resources necessary to meet these goals”, then the critical factor in a theory of organizations is strategic choice (Child).

Miles and Snow discuss the questions of how adaptation or alignment with the environment occurs. They identify three theories: Natural selection; Rational selection; and Strategic Choice. With strategic choice the effectiveness of organizational adaptation hinges on the dominant coalition perceptions of environmental conditions and the decisions it makes concerning how an organization will cope with these conditions. They discuss the adaptive cycle: three phases – 1) entrepreneurial problem – the choice of product/market domains; 2) engineering problem – the choice of technology for production and distribution; 3) administrative problem  - the rationalization of structure and process and the selection of areas for future innovation.
Hrebiniak and Joyce article – suggests that strategic choice and environmental determinism are not mutually exclusive and that they can be positioned on different axises with the result being four categories of research. The problem – they are using two perspectives that ask very different questions and are on two levels of analysis.
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