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Contingency theory:

ÅStructure your organization in ways 

that fit the contingencies facing it;

ÅContingencies can be internal (such as 

your size or strategy) or external (such 

as the complexity, volatility and 

uncertainty of your environment).



Two classic works in this tradition:

ÅTom Burns and G.M. Stalker (1961).

ÅPaul Lawrence and Jay Lorsch (1967)



An Interesting extension:

ÅHow can we structure the organization 

when the same company faces different and 

conflicting contingencies?

Such as

ÅExploit and Explore

ÅLow cost and differentiation

ÅTwo business models in same 

industry



CONFLICTS (or Positioning 

TradeoffsðPorter, 1996)

Å Distribution

Å Image

Å Incentives

Å Cannibalization

Å Underlying Organizational Environment

Å Mindsets



Three Broad Classes of Answers

&Spatial Separation (e.g. Bower and 
Christensen, 1995; Christensen, 1997; 
Cooper and Smith, 1992; Porter, 1996; 
Tushman and OôReilly 2004, Utterback, 
1994);

&In a nutshell: create separate units that 
are linked by a number of integrating 
mechanismsðLawrence and Lorsch, 
1967).



For Example

ñPositioning tradeoffs are pervasive in 

competition and essential to 

strategyéCompanies seeking growth 

through broadening within their industry 

can best contain the risks to strategy by 

creating stand-alone units, each with its 

own brand name and tailored 

activitieséò (Porter, 1996, p. 69 and 77)



For Example

ñTo commercialize new technologies, 

managers must protect them éAnd the 

only way to protect them is to create 

organizations that are completely 

independent from the mainstream 

businesséò (Bower and Christensen, 

1995, pp. 44-45)





Ambidextrous Organizations

Establish project teams that are structurally independent 

units, each having its own processes, structures, and 

cultures, but are integrated into the existing management 

hierarchy

General Manager

Existing 

Business

Mfg Sales R&D

Emerging 

Business

Mfg Sales R&D

Source: Tushman & OôReilly, HBR (2004)



And a lot of research on:

ÅWhat other ñintegrative mechanismsò are 

needed to achieve ambidexterity.

Å(insights on this from numerous literatures, 

including the multinational literature (e.g. 

Bartlett and Ghoshalôs ñtransnational 

organizationò and Nohria and Ghoshalôs 

differentiated network) and the diversification 

literature).



A Lot of research on the integrative mechanisms

(1) A common general manager between the main 

and the new business (Tushman & OôReilly, 2004)

(2) Allow different cultures to emerge but a strong 

shared vision should unite the two (Tushman & 

OôReilly, 2004)

(3) Targeted (limited) integrative mechanisms 

(Tushman & OôReilly)

(4) Staff it with ambidextrous individuals (Birkinshaw, 

2004)

(5) Legitimize diverse perspectives and capabilities 

(Bartlett & Ghoshal, 1989) 



A Lot of research on the integrative mechanisms

(6) Strong shared values that unite the people in the 

two businesses (Bartlett and Ghoshal, 1989)

(7) Do everything to avoid a silos mentality (e.g. 

transfer of people; common conferences; rituals; 

etcðBartlett & Ghoshal, 1989)

(8) Frame it as both a threat and an opportunity 

(Gilbert, 2002)

(9) Fund it in stages (Gilbert, 2002)

(10) Cultivate outside perspectives by hiring new 

people for the separate unit (Gilbert, 2002)



A Lot of research on the integrative mechanisms

(11) Appoint an active and credible integrator (Gilbert, 

2002)

(12) Emphasize ñsoftò levers such as a strong sense of 

direction, strong values, a feeling of: ñwe are in this 

togetherò (Ghoshal & Gratton, 2004)

(13) Develop incentives that encourage cooperation 

between the two (Ghoshal & Gratton, 2004)

(14) Identify measurement and evaluation metrics that 

are specific to the unit (Govindarajan, 2005)

(15) Hire outsiders to run the unit with a mixture of 

insiders (Govindarajan, 2005).



A Lot of research on the integrative mechanisms

(16) Be patient for revenues but impatient for profits 

(Christensen, 2004)

(17) Integrate the activities that cannot be done well if 

they become independent (Christensen, 2004)

(18) Allow the unit to borrow brand name, physical 

assets, expertise & useful processes 

(Govindarajan, 2005).

(19) Give the unit enough power to fight its own corner 

(Govindarajan, 2005).

(20) Ensure adequate flow of information through 

transfer of people & Intranet (McKinsey, 2001)



A Lot of research on the integrative mechanisms

(21) Develop a culture of openess (McKinsey, 2001)

(22) Insulate, donôt isolate (IBM, 2004)

(23) Put the unit within an existing business unit (IBM, 

2004)

(24) An independent Senior Executive from outside the 

Business Unit secures an internal Champion to 

manage the unit and provides strategic oversight 

(IBM, 2004)

(25) Give it operational autonomy but exercise strong 

central strategic control (Markides, 2006)



A Lot of research on the integrative mechanisms

(26) Allow the unit to develop its own strategy, without 

even thinking about the existing business 

(Markides, 2006)

(27) Think of phased integration (Iansini, 2003)

(28) Give the unit freedom and autonomy but donôt lose 

control (e.g. Leclerc)

(29) Allow the unit to differentiate itself by adopting a 

few of its own value-chain activities but at the 

same time exploit synergies by ensuring that some 

value chain activities are shared (e.g. Leclerc)

(30) Evaluate unit subjectively (Govindarajan, 2005)



My own little contribution here:

Å Markides and Chu (2008): 34 diversified firms with 186 divisions.

Å Several divisions faced situations of ñstrategic ambiguityò (Hamel and 

Prahalad, 1983)ðconflicting demands for integration and 

differentiation.

Å Which of these divisions were successful and how were they 

managed? 

Å Integrative Mechanisms associated with successful divisions:

ÅHigh operational autonomy but low strategic and financial 

autonomy (Williamson, 1974; Hill, 1988)

ÅHigh shared values within the group

ÅHigh levels of communication

ÅHigh level of transfer of managers

ÅHigh level of inter-group training



Three Broad Classes of Answers

&Spatial Separation (create separate 
units that are linked by integrating 
mechanismsðLawrence and Lorsch, 
1967).

&Temporal separation (the same unit 
undertakes exploitation and exploration 
activities are different timesðe.g. 
Siggelkow and Levinthal, 2003)



Some Research on Temporal Separation:

Å Siggelkow and Levinthal (2003) conclude from 

simulations of adaptation on rugged landscape that 

there are advantages to organizational forms that 

are initially decentralized but eventually centralized.

Å Puranam, Singh and Zollo (2006) argue that a firm 

needs to synchronize the shift in organizational 

emphasis (from exploitation to exploration) with 

stages of technological developmentðfor example, 

structural forms that emphasize autonomy tend to 

outperform structural forms that emphasize 

coordination during exploration intensive stages of 

development.

ÅNickerson and Zenger (2002)ðmore about this later



My own little contribution here:

ÅCharitou and Markides (2003) and Markides 

and Charitou (2004):  Questionnaire survey 

sent to 740 firms, with 98 firms responding 

followed by 10 detailed case studies.

ÅHigh levels of relatedness and conflicts 

between the two units led to initial 

separation followed by re-integration after a 

few years; low levels of both led to initial 

integration followed by separation.



Three Broad Classes of Answers

&Spatial Separation (create separate units that 

are linked by integrating mechanismsð

Lawrence and Lorsch, 1967).

&Temporal separation (separate over time).

&Combine elements of formal and informal 

organization in unique ways (see for instance 

Brown and Eisenhardtôs discussion of ñsemi-

structuresò 1997, 1998).



Limited research on this:

ÅVery few studies exploring this ñthird wayò of 

designing organizations to become 

ambidextrous.

ÅGibson and Birkinshaw (2004) and Gulati and Puranam 

(2009) explore the interplay between formal and informal

organization in shaping organizational outcomesðthey 

argue that the locus of decision-making on how to 

allocate efforts towards each pole of the duality rests with 

the employees, not the organization designer. The formal 

and informal organization ultimately ñenable and 

encourage individuals to make their own judgements 

about how to divide their time between conflicting 

demandséò 



Limited research on this:

ÅNickerson and Zenger (2002) propose an analytical 

model of structural modulationðunder certain 

conditions, managers modulate between or among 

discrete structures because by modulating a firmôs 

formal structure, they dynamically position the 

informal organization (e.g. communication patterns, 

work routines and knowledge flows) at levels that 

approximate optimum functionality.

ÅGibson and Birkinshaw (2004) propose contextual 

ambidexterity (as opposed to structural 

ambidexterity) as a mechanism to reconcile 

conflicting demands



A Fertile Ground?

ÅCould this ñthird wayò be a fertile ground for future 

research on organization designðdo we design 

the organization to achieve certain outcomes 

(such as ambidexterity) or do we design the 

ñunderlying environmentò that would allow the 

emergence of the appropriate structure, whatever 

the dilemma facing the firm?





Hans Monderman
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12/traffic.html
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Hans Monderman

ÅñFrom the beginning, a central premise guiding 

American and European road design was that 

driving and walking were utterly incompatible

modes of transport and that the two should be 

segregated as much as possible.ò (my emphasis 

for those who are still jetlagged!)



The Unwanted Consequences of the 

segregation principle:

ÅRoadsigns became the primary way to enforce 

behavior

Å Roadsigns proliferated

ÅWide roads sliced through residential areas, 

dividing neighborhoods, discouraging pedestrian 

activity and destroying the human scale of the 

urban environment.



What we desire instead:

ÅWe want people to use the infrastructure (roads)

Å We want cars to look out for the cyclists, the 

cyclists to look out for the pedestrians and 

everyone to look out for each other.

ÅYou cannot expect traffic signs and street 

markings to encourage that sort of behavior.  You 

have to build it into the design of the road.



His experiment:

ÅDrachten, Netherlands

Å17th century village that grew to 40,000 

inhabitants

ÅBuild roads that seem dangerous and they 

will be safer.





How to Build a Better Intersection
Innovation without Chaos

&Remove signs

&Install art

&Share the spotlight

&Do it in the road

&See eye to eye

&Eliminate curbs





West Palm Beach

&How about if we make the streets 

smaller and narrower?

&Traffic slowed so much that people felt 

safe to walk there

&This led to increase in pedestrian traffic 

that attracted new shops and apartment 

building. Property values doubled.



Read all about it in Wired 

Magazine:

http://www.wired.com/wired/archive/12.

12/traffic.html



Therefore?

ÅHere you have the peaceful co-existence of 

seemingly incompatible activities (i.e. Walk and 

Drive) without the need to separate the two or to 

oscillate between one and the other.

ÅCan we build an organizational design that does 

this (exploit and explore) without separation or 

oscillation?



Any Business Examples?

ÅNordisk Film A/S

ÅLeclerc (France)

ÅCopenhagen Records

ÅMusic Business Organisation A/S



Music Business Organization

ÅA federation of music labels

ÅEntrepreneurs choose to ñenterò or 

ñexitòðyou retain 100% equity

ÅMembership has certain benefits

ÅBut you also have to abide by certain 

rules (and values)

ÅOverlapping positionings?

ÅYou can go outside if you want

ÅYou can be expelled



A Fertile Ground?

ÅDo we design the organization to achieve certain 

outcomes (such as ambidexterity or do we design 

the ñunderlying environmentò that would allow the 

emergence of the appropriate structure, whatever 

the dilemma facing the firm?



More Examples

ÅNordisk Film A/S

ÅLeclerc (France)

ÅCopenhagen Records

ÅMusic Business Organisation A/S




