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Introduction: toward
understanding e-business

transformation
Jeffrey Gale and Dolphy Abraham

Loyola Marymount Unversity, Los Angeles, California, USA

Abstract

Purpose – To introduce the special issue on organizational transformation and e-business
implementation.

Design/methodology/approach – Provides a brief review of the papers within the issue.

Findings – The organization transformation brought on by the internet and the adoption of
e-business approaches are fertile ground for continuing work. Virtually, all aspects of the structure and
process within the organization are affected.

Originality/value – Provides a summary of the perspectives considered within the issue.

Keywords Internet, Electronic commerce, Organizational change

Paper type Viewpoint
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This issue arrives at a critical juncture. It is roughly a decade since organizations
started what became a widespread adoption of internet-based technologies. During this
decade, we have witnessed a boom followed by a resounding bust as individuals and
organizations tried to capitalize on this set of technologies and the underlying internet
infrastructure. During the time period, various new “business models” have been
applied; some have succeeded while many more have failed. However, it is clear that
the internet and internet-based technologies have become the mainstay of information
systems for organizations and, what is termed an e-business approach to doing
business – moving beyond using the technologies solely for commercial transactions
to integrating them throughout the organization and its functioning – is here to stay.
The time is therefore, ripe to study how these technologies and the e-business approach
have affected the organization and how organizations have reacted to such
technologies.

Organizations use e-business approaches to support business goals and objectives,
or in reaction to customer expectations or changes in other competitive forces. The
change in business processes as a result of using e-business approaches and systems
causes a change in the nature of work done within organizations and how a business
structures itself to get the work done. Market pressures force organizations to be more
flexible and adaptive. The changes in organizational structure also mandate a change
in the way decisions are made and how information is used in the decision-making
process. And, as Tapscott et al. (2000) have argued, the technology enables functioning
in tight intra-organizational forms previously ineffective or unavailable. As
organizations better understand the role of information and internet-based
technologies, they are able to specify internally driven changes to operations and
management ultimately leading to changes in how they serve their customers. In short,
managers may embrace the e-business approach as a result of external pressures, but
once they understand its true capabilities, they are able to define new directions for the
organization and new approaches to capitalize on these internet-based technologies.

Thus, the spread of this technology, and the change in the world of organizations
that has resulted, demand that we develop an understanding of the nature of the
organizational change involved. The literature addressing the change has been,
however, relatively limited. Most writing on e-business has emphasized the technology
and potential new business models. Examinations of organization change and
e-business have been few and far between.

This journal has recognized the need to address the subject and, in the paper by
Jackson and Harris (2003), provided an appreciation of some of the complexity of the
change involved and the difficulties in balancing the value of traditional approaches
with adopting new ones. In this issue, the authors of the five papers continue the
process of developing our understanding of organization change in an e-business
context.

The first paper by Krell and Gale, “E-Business migration: a process model”, goes
beyond the often simplistic discussions of moving to an e-business approach by
framing a new process model for the migration of the traditional firm to an appropriate
e-business strategy and origination architecture. This complex model addresses the
multiplicity of factors, including strategy, business models, business processes and
organization structures that must be addressed to provide an effective transformation
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effort. The authors then use the model as a basis for dispelling a number of myths
reflected in current e-business migration and implementation efforts.

In “The changing nature of work in the age of E-Business”, Landry, Mahesh and
Hartman consider the potential impacts of the kind of pervasive systems enabled by
the technology and contemplated by the e-business approach upon organizations,
employees, managers, and the nature of jobs and work. Integrated systems can offer
seamless data and process integration over diverse information systems. All routine
business processes have the potential to be automated and should require little
management. Managers will be needed to handle exceptions, engineer new process
development, and build customer relationships. Managers will probably be needed to
support smaller, flexible, fluid groups of highly skilled, entrepreneurial, consultant-like
employees, who will often possess far greater levels of skill in their fields of expertise
than the manager. They express concerns about potential problems and especially
widespread loss of jobs, and recommend cross-disciplinary examination and research
into possible impacts.

The work of Dubé, Bourhis and Jacob in their piece, “The impact of Structuring
characteristics on the launching of virtual communities of practice” examines the
development of virtual communities of practice (VCoP), a new form of organization
structure and process enabled by internet technology. Their work investigates how 14
organizations attempted to implement 18 VCoP’s. The results show that the
environment, the relevance of the VCoP’s objectives to its members’ daily work, and
the degree to which the VCoP is embedded in the organization are the three structuring
characteristics most likely to explain the success or failure of a VCoP at the launching
stage.

Pateli and Giaglis’ paper, “Technology innovation-induced business model change:
a contingency approach” explores the use of scenario planning to develop
inter-organizational business models and understand the change from current
organizational practice. It draws on a number of theoretical perspectives to propose a
methodology that identifies scenarios and generates contingencies for building
technology-enabled business models through partnerships. The validity and utility of
the methodology are demonstrated via a multinational case study of mobile business
innovation in the exhibition industry. Results show that scenarios are powerful tools
for business change that allow organizations to identify and explore feasible and
desirable cooperation schemes under different firm-specific and industry-related
conditions, thus reducing the inherent risk of business model change.

Finally, the work of Lin and Lu, “Adoption of virtual organization by Taiwanese
electronics firms: an empirical study of organization structure innovation” looks at an
inter-organizational e-business system and the organization characteristics related to
success in functioning within it. The paper presents an empirical study that examines
virtual organizations and associated determinants of their successful adoption in the
Taiwanese electronics industry. Applying information technologies to innovate
organization structures, the virtual organization structure is effective when facing
technological change. The findings of this research reveal significant impacts of
individual and organizational factors, but no effect for environmental variables on
virtual organization adoption.

The organization transformation brought on by the internet and the adoption of
e-business approaches is fertile ground for continuing work. Inter- and
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intra-organizational structures are created and impacted. Virtually, all aspects of the
structure and process within the organization are affected. Power within the
organization is shifted and jobs are changed or eliminated. Multiple approaches to
organization change, some of which involve and empower those impacted, may be
available, and multiple outcomes may be possible as well. There is much to understand
and ponder. The work here is but a start.
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In memoriam

Dr Terence Krell, one of the Guest Editors of this special issue and an Editorial
Board Member and frequent contributor to the Journal of Organizational
Change Management, fell ill last year and passed away in October 2004. This
issue and its result are largely the reflection of his vision. He will be greatly
missed by the JOCM community. We dedicate this issue to his memory.
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E-business migration:
a process model

Terence Krell (deceased)
Western Illinois University, Quad Cities, Moline, Illinois, USA, and

Jeffrey Gale
Loyola Marymount University, Los Angeles, California, USA

Abstract

Purpose – This work aims to develop a process model for the migration of the traditional firm to an
appropriate e-business strategy and architecture.

Design/methodology/approach – The work is based on a range of published works and
professional experience, combining narrative with analysis.

Findings – This complex model addresses the multiplicity of factors that must be included in
effective e-business migration. The model addresses technology, business processes, strategy and the
consequent organizational change.

Originality/value – Focuses on a model that can serve as a basis for dispelling a number of myths
reflected in current e-business migration and implementation efforts.

Keywords Electronic commerce, Organizational change

Paper type General review

Introduction
Much, if not most, attention, in both the literature related to the “digital economy” and
in the activities of those within the consulting community working on internet
applications for business, has been addressed to electronic commerce in its more
traditional definition as “focused around individual business transactions that use the
net as medium of exchange, including business to business as well as business to
consumer” (Hartman and Sifonis, 2000, p. xviii). Indeed, most of the above have
primarily addressed e-commerce for new startups and for traditional firms moving
toward integrating some form of electronic marketing and sales, purchasing, or
customer service with their current businesses.

Though there is significant semantic muddying of the terminology, a broader
conception of the potential impact of the internet on business has generally been
labeled e-business. Wigand (1997, p. 5) has defined e-business as “. . .[t]he seamless
application of information and communication technology from its point of origin to its
end point along the entire value-chain of business processes. . .conducted electronically
and designed to enable the accomplishment of a business goal”. Generally, it refers to
the utilization of internet information technology (IT) throughout the business and
industry value chains (Gloor, 2000). While e-commerce is clearly one of its components,
less attention has been paid to this broader conception until fairly recently.

Most businesses are not “dot-com” startups and many are not concerned only with
electronic markets. The majority of firms are traditional businesses, rather than either
internet-centered startups or firms concerned only with electronic markets. They must
grapple with finding a new architecture to remain competitive in an internet-influenced

The Emerald Research Register for this journal is available at The current issue and full text archive of this journal is available at

www.emeraldinsight.com/researchregister www.emeraldinsight.com/0953-4814.htm
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economy and successfully navigating the new business environment. These firms are
the center of interest in this effort.

This work synthesizes both the literature and professional experience to develop a
process model for the migration of the traditional firm to an appropriate e-business
strategy and architecture. The model addresses technology, business processes,
strategy and the consequent organizational change. Finally, the model is used to
address a number of myths reflected in current e-business migration and
implementation efforts.

E-business and the business process perspective
A business process is “. . .a set of logically connected tasks performed to achieve a
specified business outcome” (Jayachandra, 1994). It is a rational organization of people,
materials, equipment and energy through systems, procedures and methods into work
activities designed to produce a specified work product or outcome. Business processes
have defined inputs, service providers, clients, and results. They can exist within
functional units, span departmental boundaries within the organization, or take place
across organizations. The organization is conceived as a system of business processes
used to achieve its objectives.

Business process in recent management practice
The business process perspective came to the fore in the late 1980s and 1990s largely
as the result of the popularity of business process reengineering (BPR). Hammer and
Champy (1993), pioneers in the field, define it as “the fundamental rethinking and
radical redesign of business processes to achieve dramatic improvements in critical,
contemporary measures of performance such as cost, quality, service and speed”. By
the mid-1990s, a number of large firms had started to address their legacy of scattered
and antiquated internal information system through the adoption of enterprise
resource planning (ERP). ERP suites, produced by firms such as SAP, Peoplesoft and
Baan, were designed to provide an up-to-date integrated internal IT infrastructure for
the firm by upgrading older systems, applying IT to manual systems that had never
been computerized, and tying all of the systems together. Such organization-wide
massive changes yielded both large-scale improvements in some instances, such as
Cisco, Microsoft and Coca-Cola, and major failures at companies such as Dow
Chemical, Mobil Europe, and FoxMeyer Drug, which blamed its ERP efforts for
helping drive it into bankruptcy (Plotkin, 1999). A final antecedent to the use of
business process in e-business is the use of electronic data interchange (EDI) by some
firms in inter-organizational relationships. The relevant processes in both
organizations were impacted, both producing data and responding to its reception.
Such private networks, being so expensive to set up and maintain, were generally
limited to the largest firms.

Cataloging business processes
BPR and ERP efforts have led to a catalogue of the business processes in firms. Xerox,
for example, identified 67 processes categorized into 20 areas for major business units
involved with sales, service and business operations. It further identified 76 enterprise
processes in 14 areas at the company-wide level. Others like IBM and the American
Productivity and Quality Center have similarly classified processes (Camp, 1995). MIT
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has developed a Process Handbook as a tool for sharing and managing knowledge to
help redesign and improve business processes. The handbook project is an attempt to:

. develop methodologies for representing, codifying and cataloging processes; and

. collect, organize and analyze example processes.

It is a knowledge-sharing exercise to permit organizations to better analyze and
evaluate their own processes in the light of what others have done before (Malone et al.,
2003). While these attempts at enumerating business process are useful and the
knowledge produced in the efforts highly instructive, an approach appropriate to
e-business inquiry must go farther.

A business process framework for e-business
BPR efforts have been largely internal and focused on specific processes. Classic ERP
implementations, while addressing a number of processes, were largely
technology-centered and internally-oriented. They were often batch processing-based
in their earlier generations, though later versions permitted real-time interaction and
finally enabled linkage to internet-compatible technology (Norris et al., 2000). EDI,
while enabling interorganizational relationships, was also largely batch
processing-oriented, and proprietary in architecture and resources. A process
conception more oriented to an internet-centered world is needed.

Fingar et al. (2000, p. 47) define e-commerce broadly as “an infrastructure for
extending a company’s inward-focused, unique business processes to customers, trade
partners, suppliers and distributors with new outward-facing applications”. This
typical approach has two flaws: first, it focuses primarily on interorganizational
processes. While these are clearly important, the bulk of the process work relevant to
e-business is internal to the firm. In their discussion, they assume a well-developed set
of internal business processes, but do not address either their development or
integration. Second, the process orientation dominates their discussion to the exclusion
of the strategic and organization change concerns.

In the e-business context, we suggest several useful dimensions for thinking about
business processes. First, we make the distinction between intra-organizational
business processes and inter-organizational business processes. The former has been
the primary focus of BPR efforts and much of the work on process cataloging. The
latter, primarily enabled by the internet, offer substantial improvement over EDI and
are the subject of much of the e-commerce applications software on the market.

Next, business processes can be characterized generally by the scope of their
coverage within the organization. We define intra-functional processes as business
processes resident within a particular function or organizational subunit of the firm.
Cross-functional processes, the subject of most of the writing on BPR, are business
processes that cut across functions of the firm. Meta-organizational processes are those
processes, including knowledge management and broad collaboration/communication
efforts, which involve and impact the firm as a whole. This distinction raises
significant questions as to the classification of inter-organizational business processes.
We believe that most inter-organizational processes will likely be cross-functional in
nature.

Moreover, business processes can be classified as standard or non-standard. Certain
standard processes will conform to the same general outlines in virtually all
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organizations. These lend themselves far more easily to the development of
applications packages to be used in automating them. Other processes of the
organization are highly idiosyncratic to the firm because of unique organizational
factors and conditions. These are unlikely to be subject to easy solutions due to the
need for high levels of customization of standard packages or custom application
development. Indeed, there may well be pressures to abandon such processes in favor
of more standard approaches – which raises the potential for loss of organizational
uniqueness and potential advantage in the marketplace.

Finally, business processes can be codifiable or uncodifiable. A fully codifiable
process is one, which may be completely specified in detail on all its dimensions. Many
of the standard BPR methodologies assume that this is the case and that assumption,
within the environment in which they were developed, makes much sense. But, the
internet is an interactive medium and some business processes contain substantial
conversation components or may well be dominated by such interpersonal exchanges.

Business processes lie at the core of the migration of firms to an e-business. And,
while there is a core of experience regarding such processes from efforts such as BPR,
ERP and EDI, the process perspective needed for successfully addressing e-business is
different. It encompasses more processes both internal and external to the firm. It needs
to address business processes at a range of levels from the intra-functional level to the
meta-organizational. The level of standardization of processes adopted will greatly
influence the uniqueness of the firm and the ease of automating the process involved.
Finally, the degree of codification of the processes addressed in the effort can expand
greatly beyond those covered in traditional IT efforts.

E-business and the strategy of the firm
While the potential impact of application of internet technology to the business
processes of the firm is substantial, there is also significant potential effect on the
strategies pursued. Much of the discussion of e-business either fails to address
strategic issues or addresses only the narrow topic of strategies for electronic markets.
It is our contention that internet technology has a large prospective influence on the
broad range of strategy areas of the organization, that these are linked to the business
processes and the impacts there, and that failure to address both simultaneously will
undermine the firm’s overall competitive position.

Business models
Much of the writing on e-commerce addresses numerous “new” business models or
ways of conducting business activities to earn returns for shareholders. Indeed, such
works consist largely of classifications and discussions of new variants enabled by the
growth of electronic markets enabled by internet technology (Afuah and Tucci, 2003;
Hartman and Sifonis, 2000; Hedman and Kalling, 2003; Siegel, 1999).

These are certainly valuable discussions. But, they are limited. Existing firms have
existing business models as well. An internet-influenced world serves to create
competitors for these existing business models, often utilizing electronic channels,
which may, in some instances, prove competitively more attuned to the demands of
customers. Changes in the technology may likewise serve to require modification of the
existing business models of the firm. Under the worst of conditions, the change in
technology may serve to destroy the viability of the current business model and put the
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firm at risk. An example of the latter is the well-known situation of Encyclopedia
Britannica where there has been difficulty in finding a viable revenue stream for the
product in a digital world (Shapiro and Varian, 1999).

Emergent vs designed strategy in e-business
A view of strategy widely accepted as more “realistic” than a strict planning approach
was introduced by Mintzberg (1987). He describes strategy as a pattern in a stream of
decisions and argues that it is crafted rather than designed; while there is a designed
intended strategy, it is likely that some of it will be unrealized due to errors in framing,
changed conditions, and the like. Emergent strategies, unplanned responses by
managers to events occurring, will also be undertaken. So the realized strategy of the
firm is a combination of part of the intended (or planned) strategy and emergent (or
unplanned) strategy.

In dealing with internet-centered technology, with its relatively rapid technology
cycle, the world is clearly one of emergent strategy. Change is rapid and premises of
planned actions may no longer hold by the time action must be taken. Technology
changes and what was the best or leading approach may be rendered quickly obsolete.
Consequently, flexibility is the order of the day and bureaucratic, rational strategy
formulation may well be impossible. A firm moving toward becoming an e-business
may find this world substantially different from the one it has known and the
implications for both framing strategies and implementing them are important.

E-business and strategy levels
Strategy in organizations is often conceived as involving three levels. Corporate
strategy addresses questions of the mix of businesses, relationships among them, and
how value is added. Business strategy is concerned with the firm’s gaining and using
its competitive advantage in a market or industry. The interest of functional strategies
is the activities in the basic operations of the firm (including cross-functional activities)
and their effectiveness in support of the business strategies. There are considerable
potential influences of internet technology on all of these levels that are present in an
existing business prior its e-business migration.

Corporate strategy may be strongly influenced by internet-based technological
changes in a variety of ways. The value situation relative to vertical integration may be
modified either favorably or unfavorably depending upon the relative reductions of
internal coordinating costs, external market transaction costs and supplier
coordination effectiveness and costs. Forward vertical integration may well be
rendered obsolete as the result of disintermediation of channels. Unrelated
diversification will be impacted primarily through the effectiveness of control
through use of new and redesigned business processes and information flows. Related
diversification may be more strongly influenced either through enabling of value chain
activity sharing, especially information maintenance and use, or through sharing
IT-related skills now more commonly required by formerly different businesses.

On the business strategy level, influences occur in both shifts in industry structure
and in competitive strategy. New industries are, of course, created by the technology.
As discussed by Porter (2001) in his extensive review of the internet and strategy, there
are a large number of potential impacts on all of the competitive forces in an industry
structure. Information gathering and use, enabled by the internet, may shift the power
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relationships with buyers and suppliers. Products or services may be redefined or
homogenized through use of the technology. The basis on which buyers purchase the
goods or services may change. The switching cost situation in the industry may well
change as well (Shapiro and Varian, 1999).

In terms of competitive strategy, major changes are possible as well. The
technology and its use may yield substantial cost savings in support of a cost
leadership strategy. Differentiation may be enabled by increased information
provision, such as development of specialized ancillary services or direct product or
service configuration for the customer. But, with better customer information, the
range of potential dimensions for differentiation may be narrowed. Among the most
important influences is the potential ability to follow focus or niche strategies, which
may no longer be geographically constrained and are therefore commercially viable.
Finally, use of internet technology, which is both readily scalable and scale cost
sensitive, to enable differentiation may make more possible a combination of cost
leadership and differentiation into so-called best value strategies (Porter, 1985).

Functional strategy is the level most impacted by an e-business approach. As these
strategies are about basic operations of the firm, they are achieved through the
business processes. And changes in process, through use of the technology, shift the
functional activity and thus the strategy. One might well conceive of a business
process change effort as shifting functional strategy without regard to the business
and corporate strategy. That result is both inconsistent and suboptimizing for the
business.

Finally, one of the major effects of e-business is in enabling network or cooperative
strategies which go beyond the individual firm to inter-organizational networks.
Tapscott (2001), in his answer to Porter’s article cited above, argues that the internet
enables a new business architecture that he terms a business web, “. . .a system
composed of suppliers, distributors, service providers, infrastructure providers and
customers that uses the internet for business communications and transactions”. He
contends that this form is more innovative, efficient and profitable than the traditional
organization form. Mowshowitz (1997) contends that the internet facilitates virtual
organizations as organic networks, hybrid arrangements and value-adding
partnerships with the essence or effect of traditional corporations but no apparent
organizational identity.

E-business and competitive advantage
How will the advent of e-business influence competitive advantage? Applying a
resources-based analysis to the topic yields some important considerations (Grant,
1991; Collis and Montgomery, 1995). What is being sought is a sustainable competitive
advantage. And sustaining advantage based on internet technology will likely prove to
be difficult given the lack of proprietary technology, rapid technology diffusion rate,
and decreasing life cycles. As Porter (2001) points out, sustainable operational
effectiveness advantage based on use of internet technology is an exceedingly difficult
proposition, making strategic positioning of the firm more important. The knowledge
base that comes from the experience of implementation and the firm capability in using
internet technology in its processes and strategies may well provide a sustainable
competitive advantage, however (Mata et al., 1995). It is possible, as well, that the
primary gain from an e-business transition is the maintenance of competitive parity
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and the avoidance of a competitive disadvantage. In general, competitive advantage
rests outside of the application of internet technology. Broad use of new technology to
enable the firm’s internal and external processes will change the size of the advantage
and the competitive value of the advantage – both of which may be increased or
decreased. In addition, the information provided may serve to permit development of
further bases for advantage as technologies and buyers change.

It may be readily seen through this brief review that far from impacting only the
processes of the firm, internet technology has a broad range of potential impacts on the
strategy as well. Some of these would be induced at the functional level through
making changes in processes and might be harmful to the overall strategic
performance. The many possible influences, both positive and negative, of the
technology change on the strategic interests and options for the firm must be
addressed in any e-business implementation effort.

Organizational change and e-business
Organizations change for a variety of reasons – including as a response to
environmental and economic pressures, to changes in the competitive environment and
to new technologies. Organizational change refers to a difference, from any point in
time to another later point in time, in the nature of the organization, its operations, or
its character. Such change can occur incrementally, as a natural course of doing
business, and is referred to as “evolutionary change”. When this evolution is
insufficient, there will be an intentional dramatic change, referred to as “revolutionary
change” (Griener, 1972). Sometimes the change occurs suddenly and disruptively, most
often due to a shift in the environment that was not anticipated, or in an evolutionary
fashion, and is referred to as “unplanned change”. Alternatively, such change can be
anticipated and directed through incorporation into plans, budgets, hiring practices
and new product development, and is referred to as “planned change”.

The record of planned organizational change with regard to computer technology
implementation has consistently shown problems in modifying organizational
structures and practices – with the relationships between people and the technology
often being cited as a major reason for the failure of such investments (Kling and
Lamb, 2000; Clegg et al., 2005). In a study of 300 US, Canadian and European firms by
consultants Towers Perrin (2000), respondents identified the major issues for
e-business implementation as being related to people, organization culture and
organization structure, with more than 75 percent indicating that their firms lacked
adequately skilled employees and 87 percent citing an inappropriate organization
structure.

BPR and ERP, as discussed earlier, were attempts to use IT to radically alter
business practice in which organization issues proved problematic. Fiedler et al. (1994)
observed that the risks associated with attempting and failing with this business
process approach included both structural risks (structural change, increased
structural complexity and parochial ownership) and process risks (irreversibility of the
change process, resistance to change and task ambiguity), As reported by McHugh
(2000), such efforts were often viewed as failures, with 37 of 100 responsible executives
interviewed about their ERP adoptions believing that they had no positive impact on
the organization.
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Edwards and Peppard (1994) conceptualize the organization itself as a process
which converts capital, labor, information and energy into outputs, and consider
the organization’s strategy to be “the blueprint of this high level process”.
Consequently, any change in business processes will have an interaction effect on
organization strategy, as well as involving a consideration of organizational
culture, processes, structure and technology (Ascari et al., 1995.) According to
Chenyunski and Millard (1998), the entire (point? idea? benefit?) of reengineering is
about bringing “. . . together business process redesign (BPR), IT, and to a lesser
degree organization development (OD) to address corporate concerns for achieving
breakthrough performance”.

There is a substantial literature which examines organizations and IT generally.
These efforts, which are beyond the scope of this article to fully review, were addressed
primarily to the impacts of the introduction and use of traditional large-scale
centralized information systems within larger businesses (Leavitt and Whisler, 1958;
Pfeffer and Leblebici, 1977; Scott-Morton, 1991; Schwarz and Brock, 1998). Likewise, a
number of authors have speculated upon the impacts of e-commerce and e-business on
the future of organizations (Kanter, 2001; Tapscott, 1996).

A far smaller number of efforts have examined the management of organization
change in the context of shifting toward e-commerce or e-business. Wargin and Dobiéy
(2001) focus on the capacity for change while addressing resistance, leadership in the
change efforts and corporate culture as critical elements to consider. Sharma (2001)
likewise addresses the link between culture and e-business success. Jackson and Harris
(2003) emphasize that the challenge in e-business organizational change is that, while
e-business may require radical change in organization structure and culture and
overcoming resistance to the efforts, the efforts must also recognize and preserve the
value of the business’s “old” business structure and processes. Wong (2000) proposes a
conceptual model of organization design for e-commerce based on a review and
synthesis of five organization design approaches – the sociotechnical systems
approach, self-design, coherence design, the five-track approach, and the process
approach. The sociotechnical systems approach to organization change for e-business,
with its holistic view of the complex set of interrelated changes, has also been explored
by Kling and Lamb (2000) and Clegg et al. (2005).

Finally, several authors have developed models for organization change to
e-business that reflect consideration of the broad range of change in multiple aspects of
the business that is required for e-business implementation. Earl (2000) describes a
fairly simple idealized six-stage evolutionary model of e-business implementation that
provides an agenda for evolving the business. A somewhat more complex model is
advanced by Gardner and Ash (2003) that emphasizes the nonlinear and emergent
nature of the required change and focuses on broad corporate intent and strategy,
application of business models, and the role of an agent or moderator to enable the
required change.

In sum, the new wave of technology, brought about in part by the internet, “. . .is
synonymous with change – technological, organizational, and individual” (Schwarz
and Brock, 1998, p. 69). E-business migration is a complex organization change, which
involves the adoption of new e-enabled business processes and organization as well as
resulting in the need to reassess strategy, by virtue of the use of technology changing
both the nature of competition and the internal capabilities of the organization.
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An e-business migration model
Business process, strategies and organization changes have been shown to be
significantly impacted by adoption of internet-based technology broadly in a firm.
Consequently, any migration of an existing firm to an e-business configuration must
address these topics to be capable of successful implementation. While some attempts
purport to address this migration, they are generally somewhat incomplete and
preliminary, as described above, emphasizing only part of the puzzle rather than the
totality of the concerns that must be addressed as in the prominent business
model-centered effort by Weill and Vitale (2001).

The imperative to migrate to e-enabled technology has created a pattern of adoption
over time. As experience with the technology has progressed, a number of definable
stages in the approach taken toward such migration have emerged. Firms using these
earlier approaches to the migration have not addressed all three concerns we have
identified. A process model of e-business migration may be formulated, which does
include them.

Stages of approach to e-business migration
Stage I: Technology-driven process approach. The first stage approach to e-business
was driven by the technology: the technology made a process possible and therefore a
business was created to take advantage of that process. This approach was
predominantly oriented toward startup businesses that did not have to deal with an
existing infrastructure or method of doing business. Often this approach did not
consider market realities, and gave rise to the phrase “new economy”, which referred to
the notion that a start-up firm need not make a profit, but would be sold to someone
else. Stage I did not work for existing firms that already had existing
processes/systems, in part because of their existing, legacy systems.

Stage II: Legacy-limited process approach. The Stage II approach to e-business was
still driven by the technology, but occurred as existing firms explored and adopted the
technology. Implementation was limited by risk avoidance and legacy processes and
systems. This approach attempted to focus on technology-enabled business processes
which could be “added on” to the current processes, but without changing the
fundamental nature of the existing business and processes. The propensity was to
focus on the business processes only, without changing anything fundamental with
regard to the rest of the business. In fact many existing firms formed separate
businesses (or at least divisions or joint ventures), which followed completely different
business strategies or even used different company names.

Stage III: Internet strategies and process approach. The Stage III approach to
e-business expanded beyond attention exclusively to business processes and occurred
as experience identified problems with the Stage II approach. In particular, Stage III
added a focus upon internet strategies and business models that would take advantage
of the internet. As issues of fulfillment and the need for internet technologies to be
integrated into non-internet firms increased, problems arose in integrating e-business
capabilities into the existing business. In turn, this led to problems regarding the fit
between the new processes and the existing organization processes and organizational
structure.
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A stage IV model
In Figure 1, we propose a new model to address the difficulties found in earlier stages,
especially Stage III, consistent with the view that e-enabling organizations requires
addressing the totality of business processes, strategic concerns and organizational
change (as outlined in earlier sections of this paper) in the adoption of the full range of
developing internet technologies.

The model is best explained in terms of a group of interrelated tasks reflecting both
the potential of the new technology and the organization situation and reality of the
firm’s current position. It is directed to producing an e-business implementation model
reflecting the technology’s impact on process, strategy, organization function, and the
interaction among them.

Task 1: Determine potential e-enabled processes. In the early parts of the proposed
stage IV migration analysis model, parallel tasks considering business processes and
strategies are addressed. In the business process task, the set of possible e-enabled
business processes relevant to the firm (including both new processes and changed
current processes) and reflecting the current and near future states of internet
technology are identified. These possible e-enabled business processes are then
considered in the light of the current business processes of the firm, which may serve to
limit the feasibility of their implementation in the organization. The result of this
analysis is a set of potential e-enabled business processes reflecting both the
technology available and the organizational reality in which they must be followed.

Task 2: Determine potential strategies. The strategy task parallels the process task
in both time and structure. The set of possible strategies for the firm, reflecting the
broad range of strategy options and considerations at all levels as discussed earlier, is
defined. A significant input to this determination is the range of possible e-enabled
business processes, which serves to define much of the scope of possible strategies.
This set of possible strategies is then assessed from the perspective of the current
strategies of the organization. The result of this task is a determination of potential
strategies to be considered by the organization.

Task 3: Choice of e-business strategy and architecture. The choice of e-business
strategy and architecture is the result of an interactive consideration of the potential
strategies and potential e-enabled processes delineated in the previous tasks. This
interaction is necessary to assure compatibility among the potential options, as well as
to lead to an appropriate choice. The result of this task is a proposed set of new
business processes and a proposed new strategy. These new processes and strategy
will lead to changes in the organization either deliberate or induced. We suggest that a
fully developed e-business architecture would also include the development of a plan
for organization change to enable the intended processes and strategies to be put into
place.

Task 4: E-business implementation. The implementation task involves the detailed
articulation of activities needed to realize the new strategies and processes within the
organization. If, as we propose, a deliberate organization change process is adopted, a
detailed organization change plan would be developed here as well. It may well be that
in the process of implementation, a determination, based on better information about
feasibility of the proposals or about technological change, may be made that the
intended strategies, business processes, and/or organizational changes are unable to be
carried out fully. This determination would lead to a cycling back to task 3 and a
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Figure 1.
A process model for
e-business migration
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re-evaluation of the proposals. Finally, the activities are carried through to a full
implementation.

This overall process should not be thought of as a discrete one-time only set of
activities. Rather, the firm must be constantly migrating to new states based upon
changes in both technologies and markets. Consequently, this migration must be an
ongoing activity in the organization and is reflected in the model through the feedback
from the implementation to the current business processes and current strategies
considered in the next iteration.

Ten myths of e-business migration
We have identified ten myths of e-business migration. We believe that the model
presented here illuminates why they are inconsistent with effective e-business
adoption. The myths have been placed in four groups based on the tasks identified in
the model.

Technology/process myths

(1) E-business migration is solely a technology issue.

(2) It is possible to out-source the entire process.

(3) E-enabled processes can be isolated in the organization.

(4) Current business processes can remain unchanged.

E-business migration is a complex set of tasks with broad impacts on process, strategy
and the organization. As such, while technology development can be outsourced, the
process must be primarily internal. The changes, which are largely in business
process, induce changes in other processes, strategies and the firm as a whole. The
only way to isolate e-business processes is to build an entirely new organization.

Strategy myths

(5) The firm’s strategies can remain unchanged in the effort.

(6) E-business technology can be integrated into the current business without
strategic change.

E-business technology can change the nature and basis of competition in the firm’s
industry as well as the balance of capabilities within the firm. It also can change the
costs and relationships between businesses and the nature and size of the firm’s
competitive advantage. These are clearly major strategic impacts. But all e-business
adoptions work through modifying the firm’s business processes, which necessarily
leads to change in functional strategies at a minimum.

E-business choice myths

(7) E-business migration does not create organizational change.

(8) E-business migration adoption is a single-pass, sequential process to an
implementation goal.

Choices in e-business migration, even if limited to technology, process and strategy,
create organizational change. Planned organization change is preferable to unplanned
change, due in part to obtaining buy-in by employees, and requires explicit
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organizational choices to be made as well. Because of the scale of the tasks involved,
the rapid evolution of technology, and better information as to feasibility as the
adoption occurs, choices often need to be revisited and reevaluated.

Implementation myths

(9) E-business processes can be implemented under the direction of a single
individual or department.

(10) Implementation of an e-business initiative is done only once.

Implementation of an e-business migration plan is too complex and far-reaching to be
completed by a single individual or department; it is a pervasive shift in the
perspective and operation of the firm. Moreover, because of the rapidly changing
nature of the technology, e-business migration must be an ongoing activity of the
organization.

Conclusion
E-business migration is a complex process involving technology, business process,
strategy and organization change. It is an iterative process that takes place over time
and changes both organization functions and outcomes. Throughout the ongoing
process, the firm must reassess changes in the available technology, the competitive
marketplace, and the internal structure and culture of the organization to assure an
effective outcome. The challenge is to manage this required multidimensional change
in a way that will encompass all those factors needed to permit an effective e-business
effort. The model presented is a step in enabling this migration to occur more
successfully.
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Abstract

Purpose – This paper reviews recent discussions in the information technology (IT) and
management literatures in order to consider their implications and to make a series of predictions
about organizational life in the coming e-business era.

Design/methodology/approach – A wide variety of recent discussions, ranging from comments
by political/governmental figures to scholarly reports in the academic literature, are reviewed to
consider their implications for the structure and shape of jobs and the job market.

Findings – The review provides evidence that developments in IT suggest that significant levels of
job loss will occur in routine jobs, coupled with a pronounced movement towards a job market of
flexible, fluid groups of highly-skilled, entrepreneurial, consultant-like employees.

Practical implications – Should this transition take place, there will be little place in the coming
workforce for low-skilled employees and a significant decrease in the overall size of the workforce. The
jobs which remain will be those, which by their very nature, are creative and cannot be automated.
Managers, governmental policy makers and the workforce in general will need to consider these
implications.

Originality/value – Discussion and debate of the prospects need to begin immediately. This paper
represents an effort to begin this process.

Keywords Work design, Internet, Knowledge management, Change management, Electronic commerce

Paper type Conceptual paper

The current job market
Work has radically changed with the infusion of new technologies. An example of this
is Verizon’s call center voice operators. The operator on the other end of the phone is
polite, curious, remembers where you left off if your call was interrupted, and can
check your telephone line on the spot (Anthes, 2004). If the problem cannot be fixed on
the phone, a technician is scheduled and dispatched. Technology enables all of these
services to be handled in one call without the customer being forwarded from
department to department. There is only one catch; the operator on the phone is not a
person. It is an intelligent speech recognition application that can communicate in plain
conversational text and is much more advanced than the standard “press or say 1”
voice response units (VRU). Verizon is not the only company employing these
technologies that are replacing jobs with technology. In 2004, AAA of Minnesota
reported that they had reassigned 20 percent of their call center using intelligent VRU
technology, saving $2 per call and $200,000 per year.

This type of job replacement is not limited to 2004 technologies. In the fall of 2003,
newspaper headlines reported that the US has experienced a steady loss of jobs over a
seven-month period, culminating in a loss of 93,000 jobs in August 2003 (Zuckerman,
2003). While the job market showed some signs of recovery in the last quarter of 2003,
economists continued to find it difficult to reconcile economic growth with lower job
numbers by January 2004 (Uchitelle, 2004). Studies have shown that, while new jobs
opened up in 2004, the wage gap between high- and low-paying jobs widened, and
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many jobs were not being replaced (Wessel, 2004). Especially troubling was the
recognition that losses have continued to occur during a period when the economy has
been making gains as reflected in statements such as that of a Federal Reserve Board
Governor “I admit that I don’t fully understand the sources of this conservative
behavior on the part of company management, and for that reason, I cannot be entirely
confident that caution will not continue to predominate in the executive suite.” (The
Federal Reserve Board, 2003).

In contrast to such temporary loss perspectives, Groshen and Potter (2003) have
proposed that permanent shifts in the nature of work throughout the economy have
caused this economic recovery to produce job losses rather than gains. In an
examination of previous recessions, they show that, where there is no structural
change in the economic system, employers will quickly re-hire employees to
previously-existing positions when the economy recovers, but if there are structural
changes, the new jobs needed when the economy expands again are so different from
the pre-existing jobs that neither employers nor employees are ready for re-hiring.

This paper focuses on the impact of pervasive information technology (IT), which
we will define below, on the jobs available in an organization in the era of electronic
business (e-business), and suggests that technological shifts may be bringing about
structural change. If this is the case, what we may be observing, as businesses do not
re-hire, is not caution, but rather the recognition by business that workers in certain
kinds of jobs are simply no longer needed. We suggest the possibility that what the
executive suite is really saying is that much of the old workforce is no longer required
to support productivity gains, and a different set of skills are necessary to utilize the
new technology effectively. While current workers are not prepared for these new jobs,
employers are also likely unaware of what skills are necessary for the coming jobs, and
even what these jobs may be. Moreover, is it possible that job loss will continue and
even accelerate in the future? Are the types of productivity gains through the intensive
use of IT documented in studies (Stiroh, 2001) the reason for this job loss with growth?
This paper explores these possibilities from the perspective of the pervasive
information age.

The age of the information-empowered employee
Structural change
Over the last 30 years we have moved from an industrial society to an information
society. Note that for purposes of this discussion, the aspects of the industrial
revolution and the creation of an industrial society, which will be examined are those
dating from the early 1700s to the period immediately after World War II (note,
however, that Bell (1976), Wren (1979), and others recognize that the industrial
revolution itself had its origins considerably earlier). With the dawn of the computer
era following the war, there has been an accelerating shift to an information-based
society and we have seen the dawn of the information age. Daniel Bell (1976) was
among the first to note this shift from manufacturing to services, the growing
importance of knowledge and “science-based” businesses, and the increasing power of
“technical elites” in a post-industrial society. Common to both the industrial revolution
and the information revolution is a massive introduction of technology. During the
industrial revolution, there were periods of extremely high technology infusion and, in
the context of our previous discussion, structural change. The steam engine and the
locomotive are seen by Drucker (1999) as two industrial-revolution technologies that
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drastically changed the way the world worked. What is new about the infusion of
technology in the Information Age as compared to the industrial age is its focus.
Industrial-age technology focused on products as the output. Information-age
technology focuses on information as the output.

Electronic commerce (e-commerce) has been defined as business that is conducted
over the internet using any of the applications that rely on the internet (Webopedia,
2004). The broader term of e-business applies to businesses that make significant use
of applications that rely on electronic network-based technologies. These technologies
include e-mail, instant messaging, online shopping carts, XML-based communications,
web services, wireless LAN connectivity, and embedded devices. Collectively, these
technologies connect employees, partners, and customers to one another anytime,
anyplace and create a computer-mediated communications (CMC) environment that
breaks down traditional geographic limitations. CMC is any communication where the
computer is the medium for conversation and has recently been considered an
alternative to face-to-face communications. During the current period of rapid change,
the initial e-commerce boom has faded and many of the dot-coms have folded, but
e-business – which, for purposes of our discussion, centers upon the use of pervasive
IT to manage the firm – has remained. Thus, the shift appears to be from e-commerce,
rather narrowly defined as the buying and selling of goods and services electronically,
to the broader sense of e-business and to the use of information technologies, and the
internet in particular, to change the enterprise and adapt to a rapidly-evolving
technology.

The information-empowered employee, whom we will term the IE-employee, is one
who has access to corporate and relevant external information via the network at all
times, and is involved in supporting business processes permeated by IT. This
employee will transact and manage business processes through integrated information
systems. These systems will extend beyond single business entities and typically span
the value chain. Access to these systems will be via pervasive computing technologies.
A pervasive computing system is defined as one that offers secure, robust, real-time,
seamless universal access to data via a wide array of devices (NIST, 2002). Pervasive
computing puts computing power in the hands of all employees, available wherever it
is needed. Integrated information systems offer seamless data and process integration
over diverse information systems. IE-employees can access data, obtain relevant
information, and tap into stored knowledge to complete their tasks.

Redefining work
Are the concepts of jobs and work in transition? Bridges (1994) points out that the
traditional job concept is, in reality, quite recent. It was created during the onset of the
industrial revolution to provide the human capacities needed to feed the factories.
Producing a standardized product as efficiently as possible was the primary concern,
and under Taylor (1911), in his Principles of Scientific Management, the emphasis was
upon finding the one best way to perform every segment of a fragmented, routinized
job. The creation of the job brought about a profound change on how society lived and
worked. In a move away from family work circles and trades that were passed down
from one generation to another, formal training in standard procedures was created.
Under scientific management, it is important to note that not only are procedures to be
done in a standard, one-best-way format, but also that the job itself becomes narrow
and is only a part of the total process – an idea exemplified by the assembly line
(Wren, 1979).
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Participation by and empowerment of workers was discouraged under scientific
management. Wirth (1992) discusses the idea that, while we in this country have lived
in a democratic society, democracy has had no place in the traditional American
workplace. The modern factory and many lower-level clerical jobs are based on a fixed
time schedule, strict division of labor, and close supervision. In the service sector, many
businesses have applied the principles of scientific management to improve
productivity and to permit the employment of low-skilled employees. The
hamburger flippers of the industrialized service sector are managed like their
factory counterparts. Thus the American work force has continued to be run for the
most part in the same way as advocated by Taylor (1911) and scientific management.
In an era of pervasive IT, will close supervision become a thing of the past? While
proponents of e-business have suggested that work would enter a utopian era with low
central control, in reality IT has permitted managers to use a higher degree of
micro-management over wider spans of control. Is a dual system dominated by a
“technical elite” as noted by Bell (1976) emerging, with some jobs that are intensely
monitored using technological tools, while other newly-created jobs allow significant
creative freedom? Today’s lower-level job will be eliminated and replaced by a much
smaller number of more-intensely-monitored jobs.

The new job and the new process of managing
Moreover, the new creative jobs that will open up are likely to require significantly
more skills and very different abilities. In a knowledge-based era, work cannot be
designed in a cookie-cutter function, with prescribed, interlocking pieces, and there
may be no preconceived notion of how to complete the work. Furthermore, managers in
traditional jobs knew more about the job than their employees. In the future, the highly
specialized employee doing work, which is not well defined will know more about the
job than the manager. Owing to the fact that more jobs will be knowledge jobs, and the
ability to interact with and even modify some aspect of a complex information system
will be required, most managers will be less competent in the job than their employees.
Unlike the factory setting where managers by virtue of seniority and prior education
knew more about the job than the employees, the new manager is likely to know less
about the job than the employee, and function in a more democratic setting.
Additionally, since managers will know less about highly specialized tasks than their
skilled employees, they will lack the ability to engineer the one best way to do work
(Adar, 2002; Bridges, 1994; Drucker, 1999; Wirth, 1992). Moreover, it seems likely that
such new jobs cannot be designed, evaluated, or even managed using traditional
management techniques, since they are not jobs in the traditional sense. Instead, under
this new notion of the job, each employee may have his or her own way to complete the
work and workers may resist autocratic management attempts to control what is being
done (Adar, 2002). Note also that such changes should lead to corresponding changes
in traditional employee education, with less emphasis on teaching facts and rules that
are necessary for the workplace and more emphasis on providing the foundation for
stimulating ideas for creative problem solving.

Job eliminations
Well-defined jobs of the factory era can all potentially be automated in a
highly-integrated, IT-intensive environment. This movement toward automation
applies not only to jobs requiring physical tasks but mental tasks as well. In fact, since
the computer is well-suited to number-crunching, decision analysis, and with
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improvements in intelligent technologies such as neural networks and pattern
recognition, if it is possible to clearly define what is to be done and map the business
process thoroughly, over time, the process can be completely automated, leading to the
elimination of the job itself. Note that this phenomenon is well underway not only in
the case of the automated assembly line but also in such defined service-sector jobs as
telephone operator, service station attendant, grocery cashier, and bank teller.
Moreover, most administrative jobs typically involve handling information, and all
such positions are impacted by integrated information systems and ubiquitous access
to information. The jobs involved in purchasing, payroll processing, benefits planning,
and accounting are only a few of the job types that will be impacted by – and
potentially eliminated by – technology. Many customer-contact jobs are changed by
pervasive technologies as well. Jobs from airline ticket reservations to industrial sales
and customer support will change and most appear likely to be eliminated. David
(1990), in his classic article on the need to adopt structural changes in the enterprise to
internalize the effect of IT, showed that many existing tasks would have to change
completely before there would be real productivity gains from IT. From this
perspective, a large part of the reason for the current jobless recovery is that
improvements in business processes enabled by pervasive IT have eliminated jobs and
significantly altered the remaining positions.

The rise of the creative class
As the well-defined jobs are eliminated, the jobs that will continue to be done by
humans will be those that cannot be automated, precisely because they are not well
defined and cannot be well defined. Design and research activities, as well as tasks
requiring a high degree of human contact, are examples of this sort of work. Moreover,
there is recognition that a growing number of more influential members of the
workforce, whom Florida (2002) terms the creative class, create much of the wealth in
the economy. He estimates this group to be composed not only of IT employees but of
managers, writers, and many others whose work primarily entails use of information,
and proposes that these employees are members of a nearly 40 million-strong group
that give the economy much of its momentum. While employees in the service class
outnumber this group, and are estimated by Florida to number about 55 million, he
argues that economic growth is dependent upon effectively managing the creative
class.

In turn, the advent of a creative-class workforce may call for a revisiting of
participation and empowerment as constructs. Note that, in traditional terms, we
would describe the emerging new creative-class jobs as empowered. But empowerment
may not necessarily be the right answer for the new employee and job. Many people do
not want what they perceive as more work for the same pay. In Mintzberg’s (1998)
terms, people in the 21st century want to be challenged and inspired but not
necessarily empowered, especially if empowerment is a code word for increasing
responsibility without a commensurate increase in rewards. Given this caveat, could
the principles of empowerment serve as the basis for designing and managing jobs in
the information era? This is probably doubtful. In the pervasive-information-age job,
workers in the categories described, may very well be more likely to expect full control
over job-related decisions, rather than mere participation.

However, while the employee will maintain control over the job, and not follow strict
guidelines provided by managers, this does not mean that the job will be defined
entirely by the employee. Ubiquitous computing allows the employee to link to the

JOCM
18,2

136



workplace anytime, anyplace. Potentially, then, such linkages mean that the job will
follow the employee wherever he or she goes. In today’s terms, we observe that a
healthcare professional on call can be reached by patients and those needing service
not just at the office, but at home, and even on vacation. Hence, we may see a situation
emerge, where the nature of the job, the work required for the job, and perhaps the
customer or stakeholder – including both external customers and internal
organizational ones – will define the work hours, and not the manager. Ubiquitous
computing and integrated information systems may well stretch out, rather than
shrink, job hours, and the strict defining line between work and home may be
obliterated. Supporting this line of argument, Roach (1998) has argued that much of the
gain in productivity documented from the use of IT is not real, and is the result of
miscalculation of labor input. He argues that in the industrial era, with defined
workplaces and union rules, work hours were strictly calculated, while in the
amorphous workplace of the IT era, employees put in many hours while traveling, at
home, and even on vacation that do not figure into the calculations of productivity.
Thus some of the recent productivity gains may be occurring as a result of
undervalued work hours.

Moreover, this lack of definition between work and non-work potentially creates a
need for transitions between work and home roles, and can complicate both facets of
employee life. Ashforth et al. (2000) discuss the need for role exit and rites of separation
to support this transitioning. In the IT-enabled seamless world, where work and play
interact continually, there may be a new need for business training to help employees
distinguish among these states through appropriate rites of separation. Compounding
the tension is the recognition that today’s employees want a balance between personal
and work lives as a critical component of job satisfaction.

Implications for managers and management
Mintzberg (1998) has suggested that a shift to expertise on the part of the employee
rather than the manager will mean that managers will need to adapt to a new role,
more similar to that of an orchestra conductor rather than a shift supervisor, straw
boss, or even coach, the role that some recent theorists have prescribed for managers
(Whetton and Cameron, 1998). Others (Bridges, 1994; Drucker, 1999) have suggested
that most, or even all, management jobs, especially at the middle-management level,
will eventually disappear. Potentially first to be eliminated will be those managerial
jobs whose primary function is to move information through a chain of command.
Moreover, from this perspective, the traditional manager will no longer be needed by
specialist employees who have control over their jobs and function more like outside
consultants with expertise in their areas than employees in the traditional sense. Those
managerial jobs that remain may have an extremely broad span of control.
Historically, Wren (1979) notes that the appropriate span of control has been fairly
narrow, at roughly seven to ten employees to one supervisor. Management theorists
were intrigued when, for example, findings from the King Tut excavations revealed
that the ancient Egyptians adhered to this formula. But an enhanced ability to review
meaningful data from many workers in a real-time context may mean that the manager
can effectively supervise many more employees than has previously been considered
possible. Reflecting the perspective of consulting firm McKinsey, Byrne (2000) points
out that technology has allowed Bank of America to manage a $700 billion bank as
effectively as it once managed a $7 billion bank.
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Alternatively, however, contingency theorists have pointed out that the number of
people supervised should be related to the complexity of the work, with those who are
supervising complex tasks supervising fewer workers. From a theoretical perspective,
Van Fleet (1983) has listed seven factors determining the appropriate span of control.
Of these, job complexity and coordination complexity appear related to the new job and
the new managerial demands as we have discussed them and are seen by Van Fleet as
reducing the span of control.

Will the need for more supervision in the case of complexity become the rule in the
pervasive information age? A clear pattern has not yet emerged. Studies have noted
that changes in the span of control vary by industry (Davison, 2003), and have found a
flattening of the firm’s structure, suggesting a broader span of control (Rajan and Wulf,
2003). Note, moreover, that the Van Fleet perspective assumes that the manager is
needed to understand and coordinate the job, while the discussion to this point has
suggested that managers may not be needed for either function. Additionally, in Van
Fleet’s analysis, job similarity, employee proximity, employee ability, employee
empowerment, and management ability increase the span of control, and given the
level of employee job control suggested, at least the empowerment feature also argues
for a broader span of control, because the jobs that remain, or evolve from the
pervasive system, are highly dissimilar and not controlled by the manager. As noted,
in a closely linked information system, routine queries and reports are automatically
generated and best-practice business processes are embedded in the system.
Specialized and autonomous employees may be needed to discover new patterns in
data, improve processes, or handle exceptions to established rules. Overall, with the
associated increase in employee autonomy and expertise, there may be a lowered need
for supervision. A guarded guess at this point is that span of control will increase,
possibly radically, and that this increase will further reduce the need for traditional
managers.

The work of the information-empowered employee
Drucker (1957) in his groundbreaking Landmarks of Tomorrow defined innovation as
the systematic, organized leap into the unknown. The shape and feel of jobs of the
future represent one such unknown, and at best we can consider the possibilities,
which have been suggested. Zuboff (1984) finds that organizations use one of two
approaches as work processes are changed and augmented by technology, leading to
the idea that work can either be automated or informated. Automated systems simply
involve replacing manual tasks with computer processes. Informating involves
creating systems that process knowledge and share it within the organization using
new techniques. As Drucker (1999) recently pointed out, the real transformations
brought about by technological innovation are not simply permitting existing
activities and functions to be performed more rapidly or efficiently, but rather
meaningful transformation occurs when the processes themselves become different
and, for both Drucker as well as for Thurow (1999), when the functioning of the
economic system as a whole is transformed. Transformations of this type took place
during the industrial revolution with the development of the steam engine and the
locomotive. Equivalent transformations during the information revolution include the
development of e-commerce, with the addition of e-commerce to traditional
brick-and-mortar organizations as well as, in a broader sense, the development of
e-business, as the shape and management of the entire organization is radically
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transformed. The networked organization, which achieves competitive advantage by
outsourcing all of its non-core business processes, is an example of e-business
implementation that will transform the economic landscape (Byrne, 2000).

Drucker (1957) pointed out that automation, as the rapid substitution of work by
knowledge and concept for work by human hands, is a first impact of the educated
society, raising the prospect that as society became more educated, workers would be
less likely to want physical labor jobs. In the society envisioned by Drucker, the only
real capital is knowledge. Knowledge organizations are different from traditional
organizations in that innovations are the most important input and human intellect is
the most important capital (Adar, 2002). What is suggested is that, as the 21st century
dawns, labor-intensive operations will diminish and fewer people will be required to
maintain the same level of outputs.

For managers, issues of appropriate supervision and pay treatment for the new
work can potentially become acute. Studies have documented an average wage gain of
13.5 percent for employees using IT and have also shown that low-technology
companies pay a higher premium for technology-savvy employees than do
high-technology companies (Goss and Phillips, 2002). As more organizations become
more sophisticated along technological lines, will pay of skilled workers go down?
What about fragmented jobs? Pay treatment for a specialist who performs a vitally
needed function for 12 hours a week is the sort of problem, which may be posed. Does
this transition lead to high technology, Taylor-style (Taylor, 1911), piece-rate systems,
where employees bill for specific tasks? We see this trend in many industries, ranging
from hospital billings which charge for every bar-code-scanned employee action to
billings by law firms which list charges for every telephone call made on behalf of a
client.

De-skilling and up-skilling
Moreover, as noted, not everyone will be a beneficiary of the changes we envision.
Wirth (1992), points out that technology, can either de-skill or up-skill jobs. He suggests
that any time you enter a fast food restaurant, you observe de-skilling taking place. But
will these de-skilled jobs continue to exist, or will they too be automated over time? In
the service industry, to this point, many of the de-skilled jobs have not been automated
due to technical limitations of robotic equipment, which have made flipping
hamburgers or filling tacos a challenge for current robotics technology. In the case of
clerical and administrative jobs, however, once the data is available via the network,
and the business processes are integrated and built on the information system, it is the
human employee who becomes superfluous, and whose very presence in the process
leads to delays and errors. The same phenomenon has occurred when large enterprise
systems have been implemented, enforcing externally-developed industry best
practices in organizations. Over time, as the new processes are accepted in the
enterprise, the de-skilled jobs are eliminated. Call centers have used expert support
systems – large computer programs and databases, which recommend the correct
advice for a problem – to permit low-skilled employees to provide technical advice.
However, the jobs are transitory, and will be eliminated as customers can input the
problems over the web, and sensors start reporting problems automatically to the help
site. Under this scenario, the only help jobs that will exist will be those, which handle
truly difficult problems that do not have canned responses. At the same time there are
challenging jobs that should arise, in the area of IT and in the specific business, to
manage updates to this system, monitor for security, and handle exceptions. However,
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the skills required by these new jobs are unlikely to match the abilities of de-skilled
employees whose jobs are being eliminated. Of course, given the previous analysis, it
may well be that even these de-skilled jobs will disappear. Regardless, the initial
problem presented for the future of the American workforce will be justifying the pay
and reward differences between the high-skill and low-skill workforces and dealing
with the technological haves and have-nots.

What about the possibility – and perhaps likelihood – of structural changes, where
the nature of remaining jobs also changes? There are many areas such as automobile
design, medicine, or even plumbing where technology is requiring more skills. As
manufacturers begin offering custom-designed automobiles, new positions will be
created for personal designers – just as has occurred as the traditional airline
reservation system has been automated, jobs have been eliminated, while new
positions have opened up in vacation planning. Genomics presents the possibility of
individualized medical care, driven by detailed information, with specialized
applications accessing a vast array of analytical tools. Coile (2001) offers the
prospect of a high-technology healthcare system, where the physician is needed to
facilitate the delivery of the technology-based solution. One argument that can be made
is that high-technology systems need more skills to be managed effectively. Since such
skills are often in short supply, technology often comes up with the solution, offering a
standardized service that replaces workers with equipment (labor with capital), and
reduces the need for purely technically skilled employees. When technical needs
decrease, a need may arise for humans to be customer-focused touch-points to
counteract the numbing, insensitive feel of high technology, and organizations may
search for employees with human skills rather than purely technical personnel. In
effect much of the need may be for technology-savvy employees who retain the human
touch rather than for highly-skilled personnel who focus only on the technology. This
direction may especially be true in customer-centric services like healthcare.

The impact of the information age on the organization
The traditional, hierarchical organization chart was a product of classical management
theory and especially that of Fayol (1916). Following the prevalent thinking during this
period, Fayol, who was a near contemporary of Fredrick W. Taylor, argued that there
was one best way to organize. Departmentation was to be by function, and movement
up the hierarchy would be slow but based upon competence and expertise.
Communication would be through the chain of command, or what Fayol referred to as
the scalar chain. Authority was to be centralized at the top of the organization. By the
mid-1960s, theorists such as Burns and Stalker (1961) and Woodward (1965)
recognized that the one best way did not hold for all organizations under all situations,
and contingency theory was born. Classical organizations produced efficiency but were
cumbersome at best and slow to react. They were seen as best for stable environmental
conditions (Burns and Stalker) or, where the shop floor technology was mass
production (Woodward). As the environment became unstable or where the technology
was job-shop or continuous production, a move to a more free-flowing form, described
as organic, was needed. While there was agreement that this form would be more
decentralized, and less hierarchical, no single organic form emerged. Initial emphasis
was upon departmentation by product or territory rather than by function, a form
providing the individual departments with more autonomy than the functional form
provided. Malone (2004) focuses on the rapidly falling cost of communication, and
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argues that the economic and scale efficiencies of large organizations, and the human
benefits of small ones, can be achieved at the same time. He argues that low cost and
pervasive communication technologies will support four decentralized organization
structures: loose hierarchies, democracies, external markets, and internal markets that
will shift management from “command and control” to “co-ordinate and cultivate”.

There have been efforts as well to create more temporary units through project
teams or matrix organizations to provide more responsiveness, and often such units
are dispersed geographically. IT is used to support teams that may not be co-located,
and virtual teams are created to support specialized business projects. CMC supports
virtual teams and allows global cooperation. One essential question that needs to be
answered is the degree of long-term trust that is created in virtual teams and
organizations depending on these teams. A study of trust in virtual teams (Piccoli and
Ives, 2003) shows that in virtual teams and other CMC environments there can be a
decline in trust because of the higher levels of vigilance possible in IT-intensive
environments, and the increased salience of failure to perform at the expected levels.

Since the late 1990s, the call has been to develop what is being termed the network
organization or the virtual corporation (Dwyer, 1994). A common theme is that
organizational functions can be performed literally anywhere. In one organization, for
example, IT functions are performed in India, while marketing is done in New York.
An obvious key is the use of web and related technologies to keep the functions linked.
Thus, as the information system becomes the basis for all business transactions, what
is necessary to perform the job is not access to a physical office, but access to the
network. The employee at the office with no access to the information system is less
capable of handling the problem than a remote employee with computer access via a
wireless network. In addition, the skills needed in the corporation are not established,
defined skills, but new problem-solving skills that change over time. The organization
needs to be capable of acquiring these skills whenever and wherever they are
necessary. At the same time the implications for organizational trust and long-term
effectiveness need to be considered.

Challenges for the new employee and the new manager
The picture of the new organization, which emerges is of a stripped-down, fluid entity
with relatively few employees and managers, and with many non-central functions
contracted outside the organization. Organizations will probably be focused on
developing core competencies while outsourcing business processes that are not
deemed to be part of what sets the organization apart from its competition. The rise in
global outsourcing has been driven by differential wage scales and the improvement in
technology that have made areas of the world once considered remote a part of the
integrated global economy. The change in the nature of work, and the perceived lack of
core-competency benefits from maintaining manufacturing or clerical, administrative
jobs in geographic proximity to senior management, have supported the rapid erosion
of manufacturing jobs and increasing job losses in the office sector, while allowing for
a growth in the overall economy. Even those employees who remain at the
headquarters or central location are unlikely to be co-located or to be performing jobs
with set hours. How will they be selected, managed, and evaluated? From the
management perspective, competitive advantages will be gained by selecting
employees based on their competence, co-ordination of their work, and supporting their
commitment to the enterprise (Beer et al., 1985). In addition, the use of CMC will allow
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the organization to gather more formal knowledge from employees than in
organizations using traditional face-to-face communications. IT thus potentially
supports the organization’s efforts in gathering knowledge from employees (Griffith
et al., 2003). Moreover, under this scenario, outsourcing the job to a remote location
does not need to necessarily result in a reduction in the quality and even quantity of the
organization’s knowledge base.

Under these conditions, organizations have become increasingly wary of hiring
full-time employees with a full suite of pension and healthcare benefits. As a result,
even many old-economy organizations are retaining fewer employees and giving them
more work, rather than bringing in new hires (Zuckerman, 2003). Obviously, employee
– and, as well, managerial – trust in the system may be projected to decrease. But to
what extent are the likely employee and managerial fears and insecurities realistic? It is
important to recognize that if many or most of the scenarios we have described do, in
fact, become realities, there will be a substantial loss of jobs outside the creative class.
Returning to the news reports with which this discussion began, productivity may
continue to rise dramatically while job loss also grows at a heavy rate. What will be the
impact upon the economy if a large percentage of the workforce either does not work or
works only a few hours or days a week? We are not aware of any widespread
discussion or investigation of such possibilities in the management, economics, or
social services literatures, or by government, yet even if the prospects are remote – and
we do not believe they are – it would appear that attention to them is needed.

Several possibilities exist. First, it is important to note that, as Taylor’s (1911)
scientific management began to have a major impact upon the early factory system,
there were widespread concerns, expressed both by employees and by management,
that unemployment would be rampant as efficiencies eliminated the need for as many
workers. Wren (1979) describes Taylor himself as answering his critics by calling for
the factory system to produce at a much higher rate, and in that way, keeping worker
jobs by producing more. Evidently, Taylor was right. The US factory system
responded by becoming the most productive in the world, and the impact on
unemployment was not at all as was feared. Note, however, that the current situation is
somewhat different. Under scientific management, factory jobs remained; they were
simply done more efficiently. Thus, for example, if productivity increased by 30
percent under Scientific Management, a corresponding increase in amount produced
would absorb any potential job loss. But in the situation described, and after the
de-skilling process, the routinized job will not remain at all. GE Medical Services plans
to support a digitized hospital that has no paper files, no traditional nurses’ stations to
maintain records, and no medical records department. In this scenario, there is no time
spent on tracking and documenting patient information and human efforts are directed
toward patient care (Kalakota and Robinson, 2003). Under this scenario, the clerical
jobs in hospitals stand to be completely eliminated. What may remain will be a small
number of creative-class jobs to handle exceptions – jobs which are not likely to be
ones for which the de-skilled worker could qualify.

Under an optimistic scenario, it is possible that what may evolve, if these changes
continue in force, will be a wealthy, highly productive society where the work week
and job entail very few hours which are very highly paid. Recall that Bridges (1994)
has pointed out that our present concept of the job is recent in origin and developed in
response to technological changes during the industrial revolution. Perhaps a new set
of changes will cause the concept of the job to again evolve along these lines. Even so, a
difficult period of transition could be likely.
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Looking forward
This paper has attempted to pull together evidence that a growing number of pressures
and forces, all related to the onset of the era of pervasive IT, are impacting the structure
of organizations, the nature of both managerial and non-managerial work, and the way
the workforce is configured. Much of what we point to is familiar and includes the
advent of technology to replace or reduce the number of service-sector jobs such as
telephone operators, service station attendants, grocery cashiers, and bank tellers.
However, we are concerned that there has been relatively little recognition of how
widespread the changes are and what they may imply for the functioning of the future
economic system and for the meaning and nature of work itself. Examination and
research from cross-disciplinary perspectives may be required.
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The impact of structuring
characteristics on the launching
of virtual communities of practice

Line Dubé, Anne Bourhis and Réal Jacob
HEC Montréal, Montréal, Canada

Abstract

Purpose – Despite the increasing popularity of virtual communities of practice (VCoPs), our
understanding of how to intentionally form, develop and sustain them is still at an embryonic stage.
Aims to go some way to remedying this.

Design/methodology/approach – Investigates the attempt by 14 organizations to implement 18
VCoPs. Using existing documents, detailed logs, and focus groups, a large quantity of qualitative data
was gathered, coded, and analyzed.

Findings – The study shows that the environment, the relevance of the VCoP’s objectives to its
members’ daily work, and the degree to which the VCoP is embedded in the organizational structure of
an organization are the three structuring characteristics most likely to explain the success or failure of
a VCoP at the launching stage.

Research limitations/implications – The focus is limited to the launching phase; further research
should investigate different stages of development.

Practical implications – The results may offer an indication as to the most important
characteristics to consider at the launching stage of a VCoP. Management may want to work at
changing the characteristics or take actions to counteract their obstructive effects.

Originality/value – This paper highlights the need for a contingency approach in VCoPs research
and practice, and rids one of the misconception, which is pervasive in the extant literature, that all
VCoPs are the same and should be managed the same way.

Keywords Action research, Knowledge management, Communities

Paper type Research paper

Introduction
The increasingly digital era and the ensuing emphasis on information and knowledge
challenge traditional organizational models (Loebbecke and Wareham, 2003).
Characterized by rapid change, global competition, market coordinations,
organizational networks, frequent acquisitions, and pressure for just-in-time
deliveries, the new volatile environment requires organizations to fundamentally
reassess themselves and create new organizational capabilities (Hellstrom et al., 2000;
Ashkenas et al., 1995). Technological developments in the current internet-enhanced
economy have opened up a world of possibilities for organizations to reinvent
themselves and have, at the same time, put enormous pressure on them to successfully
integrate these technological developments if they want to remain front-runners. In
addition to establishing virtual relationships with their customers (B2C) and their
suppliers (B2B), organizations acknowledge the value of their human capital by
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connecting their employees together (B2E) for increased job performance in a
fast-paced environment. Once enterprise-wide portals and basic electronic
communication are established, organizations want to go further and harness the
power of collaborative technologies to develop new organizational capabilities.

One of the most powerful ways to create new organizational capabilities is to
manage knowledge through collaborative work (Wenger and Snyder, 2000).
Communities of practice (CoPs), which are groups of people who come together to
share and to learn from one another (American Productivity and Quality Center
(APQC), 2001), are seen as an innovative way to combine working, learning, and
innovating (Brown and Duguid, 1991). In addition to being immensely valuable to the
professional development of individuals (Gongla and Rizzuto, 2001), CoPs may be able
to counteract “a slow-moving traditional hierarchy in a fast-moving virtual economy”
(Lesser and Storck, 2001) and therefore benefit both the individual and the organization
(Gongla and Rizzuto, 2001). CoPs provide the context for an easier reuse of knowledge,
enable quick responses to customer needs and problems, and decrease learning curves
for new employees (Lesser and Everest, 2001; Lesser and Storck, 2001). They can also
help generate ideas for new products and services (Lesser and Everest, 2001; Lesser
and Storck, 2001; Wenger and Snyder, 2000) and are considered a means of developing
and maintaining long-term organizational memory (Lesser and Storck, 2001).

Traditionally, CoPs have relied on face-to-face meetings (Wenger et al., 2002), but in
a fast-paced and distributed business environment, holding face-to-face meetings on a
regular basis is slow, costly, and time-consuming. New collaborative technologies have
allowed CoPs to become virtual. Transcending space and time, virtual communities of
practice (VCoPs), while not excluding face-to-face meetings, rely primarily on new
information and communication technologies (ICT) and internet capabilities, to allow
their members to be creative and exchange what can sometimes be crucial pieces of
information, in a virtual environment. These virtual communities generally include
distributed members of a single organization, but could eventually become a vast
virtual exchange tribune, where partners, customers, suppliers and the organization
could meet and learn.

While spontaneous emergence, informal existence and no organizational regulation
have been initially considered the defining characteristics of these communities
(Brown and Duguid, 1991; von Krogh, 2002), there is increased awareness that CoPs or
VCoPs need to be managed and should be part of a systematic and strategic approach
by the organization to promote the effective management of intellectual capital (Lesser
and Everest, 2001). It is now widely believed that organizations have a critical role in
building these communities (Swan et al., 2002) or in “structuring spontaneity” (Brown
and Duguid, 2001). Organizational involvement in the lives of CoPs is a delicate matter,
since a certain amount of autonomy and independence is necessary for breaking free
from conventional organizational wisdom, and innovating (Brown and Duguid, 1991;
McDermott, 1999).

The literature and, more specifically, the professional press, is packed with
“one-size-fits-all” advice for organizations interested in forming, developing and
sustaining CoPs. This literature tends to indicate that all CoPs are similar, the concept
of CoP usually being seen as a one-dimensional construct. However, a closer look at
what organizations do clearly reveals that, while CoPs share some common
characteristics, they are also structurally very different. As gender, height, and eye
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color can be used to differentiate among human beings, size, age, and geographic
dispersion, to name just a few characteristics, can be used to differentiate among CoPs.
Moreover, different structuring characteristics or configurations of characteristics may
prove to be more or less conducive to success.

The objective of this exploratory study is to investigate the impact of structuring
characteristics on intentionally created VCoPs. Although CoPs have been around for a
while, we have only begun to understand their dynamics and how an organization can
intentionally form and develop them (McDermott, 2000a). An intentionally created
VCoP faces specific challenges that are seldom investigated in the literature. This
paper presents preliminary answers to the following research question: “Which
structuring characteristics have an impact on the formation of intentionally-created
virtual communities of practice?” In order to answer this question, we conducted an
empirical study of the challenges faced by 14 organizations that attempted to form 18
VCoPs. We believe that considering structuring characteristics of VCoPs will facilitate
the understanding of this emerging form of collaboration and will help pinpoint areas,
where management action is required.

This paper is organized as follows. The next section defines VCoPs and identifies
their structuring characteristics. It includes a brief discussion on the evolution and
performance evaluation of VCoPs. Then the method that was used was described. The
results of the 18 VCoPs implemented are then presented and discussed. The paper ends
with a short conclusion.

Conceptual foundations
From CoPs to VCoPs
A community of practice (CoP) is a group of “people who share a concern, a set of
problems, or a passion about a topic, and who deepen their knowledge and expertise in
this area by interacting on an ongoing basis” (Wenger et al., 2002, p. 4). Instead of
interacting on a one-on-one basis, members open up to the whole community in the
hope that everybody will benefit from their issues and expertise. While a community
may have any common interest, a community of practice is work-related, focusing on a
professional activity, skill, or topic (McDermott, 2000a).

A CoP is called “virtual” when its members use ICT as their primary mode of
interaction. Being virtual does not preclude the use of face-to-face meetings, but several
factors, including geographical dispersion and busy schedules, make communicating
through ICT much more efficient. Face-to-face meetings, however, have been shown to
be important for building relationships and trust among members, and most VCoPs
use them on a more or less regular basis (Storck and Hill, 2000). A VCoP may use a
large array of traditional media (phone, teleconferencing, fax, etc.) and more or less
sophisticated technological tools (e-mail, videoconferencing, newsgroup, common
databases, web sites, intranet, etc.) to support its members’ interaction.

In this paper, literature on CoPs is used to understand VCoPs, but VCoPs, because of
their intrinsic specificities, are likely to face additional challenges because mutual
knowledge, which increases the likelihood of comprehension, a prerequisite for
effective communication, may be more difficult to develop in a virtual setting
(Cramton, 2001). Building the trust and sense of belonging necessary for open
exchange and sharing may be much more difficult through computer-mediated
interaction (Handy, 1995; Hildreth et al., 2000). Distance may make it hard to remember
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that a VCoP exists (Wenger et al., 2002). Lack of comfort with ICT may require training
and ongoing technical support strategies. Being the leader of a VCoP may also require
the development of a new set of skills. Because of the increased prevalence of VCoPs in
organizations (Ardichvili et al., 2003; Wenger et al., 2002), a deeper understanding of
those challenges is critical.

Not all VCoPs are created equal
As mentioned earlier, the literature generally treats the phenomenon of CoP as a
one-dimensional construct. However, we believe it is important to develop a deeper
understanding of VCoPs specifically, because a closer look at CoPs and VCoPs shows
that, while they share some common characteristics, they are also structurally very
different. Their basic identity can be defined by a series of structuring characteristics,
i.e. the rather stable elements of a VCoP or the elements that could be used to describe a
VCoP if one wanted to take a snapshot of it at a particular point in time. To develop a
typology of these characteristics, we performed a literature search to extract the basic
characteristics of CoPs and VCoPs. We then classified them and evaluated them
according to their ability to describe our own VCoPs (Dubé et al., 2003).

The resulting typology, which includes 21 basic characteristics, is described briefly
in Table I. It is divided into four categories. The first category, demographics,
describes the main characteristics of a VCoP as a whole and includes the overall
orientation, life span, age and maturity level of the VCoP. The second category consists
of elements of the organizational context in which the VCoP evolves – namely, the
creation process, level of boundary crossing, environment, organizational slack, degree
of institutionalized formalism, and structure of leadership. The third category,
membership, focuses on members: size, geographic dispersion, membership stability,
enrollment and selection process, prior community experience, level of ICT literacy,
cultural diversity and the topic’s relevance to them. Finally, technological environment
includes the VCoP’s overall degree of reliance on ICT and the variety of ICT available
to the VCoP’s members. A further discussion of this typology can be found in Dubé
et al. (2003).

While it is impossible to formulate hypotheses at this early stage of knowledge
development in this area, we propose that different characteristics or configurations of
characteristics may be more or less conducive to success (Dubé et al., 2003). Indeed, we
suggest that a VCoP’s level of complexity depends on its positioning in terms of the 21
characteristics. For example, an intentionally-created, strategic VCoP at the potential
stage of maturity is more complex, and therefore represents a bigger challenge, than a
spontaneous, operational VCoP at the transformation stage.

VCoP evolution
Like all natural, living human institutions, CoPs go through different phases; they
form, grow, mature, change, age and die (McDermott, 2000b). While several CoP
life-cycle models exist (Gongla and Rizzuto, 2001; McDermott, 2000b; Wenger et al.,
2002), they identify rather similar phases. They all include a launching stage at which
the CoP is planned and first created; this stage includes determining activities. When
the idea is first generated, people start to think about issues and common interests and
look around for other interested people. A core group is assembled. Interacting
strategies and activities are also defined. After the initial formation phase, members
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need to informally discuss, share and help each other. This critical stage helps
members find commonality in the problems they face, see the value of their interaction,
build trust, and define common norms regarding how to interact (McDermott, 1999).
Since a community is likely to face different challenges at each stage and to require
different actions (Wenger et al., 2002), isolating and investigating this unique
launching phase seems to be a worthwhile research strategy.

VCoP performance
Since considerable effort and resources are devoted to the creation and development of
CoPs, organizations are rightfully questioning their contribution. However, CoP
performance measurement is still at an early stage of development (Cothrel and
Williams, 1999). The literature offers a few specific indicators of success, such as levels
of participation and sustainability (Gongla and Rizzuto, 2001), while Cothrel and
Williams (1999) state that a CoP has succeeded if it has achieved its purpose, whatever
that may be.

For the purposes of this study, we chose a performance measure applicable at the
launching stage that allowed us to compare VCoPs. Considering the specificity of this
early stage, purpose achievement was not relevant and therefore two other indicators
were chosen:

(1) Actual existence (i.e. does the VCoP have a basic identity defined around a
leader and a core group of members?).

(2) Health (i.e. was the VCoP able to progress and did it achieve a certain level of
participation and activity?).

Method
This study is part of a larger research project managed by the CEFRIO research center
and conducted by a multidisciplinary team of researchers. This project started in the
summer of 2000 and ended in December 2003. During that period, 18 VCoPs were
implemented in 14 different organizations. Five organizations were from the public
sector, three from the private sector, three were para-governmental, and, finally, three
were professional associations or labor unions. The creation of each VCoP followed a
prescribed approach. A senior manager, called the sponsor, was the project’s
representative at the executive level. In our study, the sponsor then identified a formal
leader for the VCoP, i.e. a person responsible for the overall guidance and management
of the VCoP. A leader helps build and maintain the VCoP, encourages participation,
helps direct attention to important issues and brings in new ideas to energize the VCoP
if so required. Finally, each VCoP was assigned a coach by the research team. This
coach, hired externally by the CEFRIO, was mandated to help the leaders in their daily
tasks and play the role of both a consultant and a confidant. The coach and the leader
interacted through e-mail, by phone or at face-to-face meetings on a regular basis,
depending upon the ongoing activities of the VCoP.

Three data collection sources have been mainly used for the part of the study
reported on here. Firstly, when an organization expressed interest in being part of the
project, an initial document was created. This document recorded the basic information
on the community to be formed, such as its general objectives, the names of the
community sponsor, leader and participants, the technology to be used, etc. The
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writing of this document was the first step in a rigorous logging process. In addition to
this initial document, a research assistant was responsible for filing a detailed history
of all cases from their very beginning. She called the VCoP coaches on a regular basis
to keep up with any new developments and the coaches also called her to report any
critical new incidents. All this information was rigorously recorded and constituted the
second source of data. Finally, three focus groups were conducted; one included the
VCoP leaders, the second, a sample of participants, and the third was conducted with
all the coaches. These discussions were tape-recorded and transcribed.

The data collection strategy led to the gathering of a large quantity of qualitative
data. As recommended by Miles and Huberman (1994), timelines and tables were
developed to organize the data. These documents present a detailed picture of what
happened during the first stage of the life of each VCoP.

Coding
Characteristics of the VCoPs
Before assessing the impact of structuring characteristics on success at the launching
stage, it was first necessary to classify each of the 18 VCoPs using the structuring
characteristics typology (Table I). However, all the VCoPs in this study shared some
characteristics: all were operational, small, young and had a temporary life span. They
had all been created through a top-down approach following a prescribed leadership
structure. Since the launching stage is the only stage under study here, the level of
maturity is not a relevant structuring characteristic. Therefore, orientation, size, age,
life span, creation process, leadership and level of maturity were dropped from further
analysis. The VCoPs were coded according to the 14 remaining characteristics, using
the coding presented in Table I.

In order to ensure coding reliability, the VCoPs were initially independently coded
by the three authors of this article, based on the sources of information and data
collection presented previously. Ample discussion took place to resolve discrepancies
among the authors and to refine some of the anchors of the continuums (for example, it
was sometimes necessary to add a “medium” category to better capture the reality of
the VCoPs at hand). Following these discussions, a final, more detailed and better
defined version of the typology was presented to a research assistant, who had ample
knowledge of all VCoPs and had access to all sources of documentation. The research
assistant blindly coded each of the 18 VCoPs and her coding was compared to that of
the authors. The agreement rate was 88 percent. Again, any discrepancies were
resolved by discussing the rationale behind the coding. The final results are presented
in Table II and are illustrated by examples in the following pages. These examples do
not claim to describe each and every community, but rather to highlight the most
representative features of the VCoPs in our sample.

The VCoPs in our sample varied in terms of both boundary crossing and
geographical dispersion, although none of them had members scattered around the
globe. VCoP A, for example, included members from different organizations (boundary
crossing ¼ highÞ and across several states (geographical dispersion ¼ mediumÞ: At
the other extreme, all members of VCoP F were from the same unit in the same
organization (boundary crossing ¼ lowÞ and were all located in the same city
(geographical dispersion ¼ lowÞ:
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The environments in which each VCoP evolved also differed greatly. Some VCoPs were
implemented in organizations in which both the culture and management styles
provided support for the community ðenvironment ¼ facilitatingÞ: For example, VCoP
E was set in an organization in which informal virtual teams already existed and were
culturally not only accepted, but also encouraged. On the other hand, other
organizational environments, such as the one in which VCoP R was founded, were
categorized as hostile ðenvironment ¼ obstructiveÞ: Indeed, VCoP R brought together
people from different and sometimes competing organizations that were not used to
collaborating or sharing knowledge; in addition, the organizational culture was such
that expressing disagreement or even making comments was viewed by some as
denoting a lack of respect toward the authority figures in that domain.

While most organizations in our sample had sufficient slack to allocate resources to
the VCoPs if they wanted to (organizational slack ¼ highÞ, some did not have this
luxury. For example, both VCoPs A and G were set in organizations with very tight
budgets that relied entirely on external grants to provide some resources for their
communities (organizational slack ¼ lowÞ: The host of VCoP F, on the other hand, was
a relatively well-endowed organization in the private sector, but most of its resources at
the time were devoted to a major strategic project, making it difficult to free up
additional resources for other projects (organizational slack ¼ mediumÞ:

With regard to their degree of institutionalized formalism, all the VCoPs in our
sample were pilot projects; therefore few were formally included in the organizational
structure. Thus, only VCoPs D and E were qualified as institutionalized. However,
many VCoPs received some resources from their organizations, justifying their coding
as supported. For example, VCoPs A and K received enough financial resources to hire
full-time leaders from outside the organizations. VCoP F, however, did not receive any
resources because, as mentioned above, all resources in this organization were devoted
to a major strategic project at the time. Since it was, however, fully endorsed by its
organization, F was coded as legitimized, as were VCoPs L and M. In addition, two
VCoPs in our sample, P and R, were put together by a specific group of people in their
respective organizations and were never officially sanctioned by the organization as a
whole; these VCoPs were labeled as bootlegged. Finally, three VCoPs, N, O and Q,
never achieved any visibility in their respective organizations, justifying their coding
as unrecognized.

As far as membership is concerned, most VCoPs in our sample limited membership
to selected individuals (member selection process ¼ closedÞ: However, in three cases,
VCoPs D, N and Q, membership was open to all interested individuals in the business
unit (member selection process ¼ openÞ: Open membership goes hand in hand with
voluntarism (members’ enrollment ¼ voluntaryÞ, but some VCoPs with a closed
membership also had voluntary enrollment. In these VCoPS, a core group of members
was first selected on a voluntary basis, but the community was subsequently closed to
additional members. In other VCoPs, members were designated (members’
enrollment ¼ compulsoryÞ: Finally, some organizations, such as the host of VCoP G,
designated members to be part of the community and offered other people the
possibility of participating on a voluntary basis (members’ enrollment ¼ mixedÞ:

The member selection process may also be linked to membership stability. Open
CoPs tend to have a flowing membership, because volunteers join as they please,
whereas closed communities tend to have a stable membership. In our sample,
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however, three communities with closed membership (C, H, and R) lost several
members and welcomed many new ones, either because new recruits, who fulfilled the
criteria to be part of the VCoP, joined the organization or the unit, or because some
VCoP members left due to organizational turnover and had to be replaced (membership
stability ¼ fluidÞ: Five communities, B, F, G, I, and P, were coded as having relatively
stable membership because changes in membership occurred only on an occasional
basis.

CoP composition is not limited to the number of members or their stability. The
diversity among community members is also a crucial element. In order to take
this into account, our typology includes the cultural diversity dimension, which
encompasses national, organizational and professional cultural differences. In our
sample, eight VCoPs were coded as homogeneous because they drew together
members from the same organization (and often the same business unit) and the
same professional field. Some communities, however, brought together members
who were culturally similar in some respects, yet different on other dimensions.
Cultural diversity in those communities was coded as medium. Members of VCoP
A are a perfect illustration of this coding: while they had similar educational and
occupational backgrounds, they occupied different positions and worked in
different organizations with very diverse modes of operations, and different
organizational goals and strategies. As a result, their expectations of the VCoP,
their objectives, and their daily practice varied greatly. Finally, three communities
were coded as having a heterogeneous culture because their members were highly
diverse.

Prior community experience within our sample ranged from none to extensive. For
example, VCoP I was composed of individuals from different organizations who had
never worked together and most of whom had not even known each other prior to this
project (prior community experience ¼ noneÞ: In VCoP H, where members used to
collaborate occasionally before the community was created, the prior community
experience was coded as “medium.” On the other end of the continuum, VCoP E was
built on an existing group of experts who were used to collaborating (prior community
experience ¼ extensiveÞ:

Since our study examines the launching of virtual CoPs, all of the communities in
our sample relied to some extent on technology to interact. However, they presented
different degrees of ICT reliance, ICT availability and member ICT literacy. Reliance
on ICT was measured by the number of face-to-face meetings; the more meetings, the
lower the reliance on ICT. The vast majority of VCoPs relied heavily on technology
(reliance on ICT ¼ highÞ, holding less than six face-to-face meetings per year. On the
other hand, one community, VCoP E, was built on an existing group of people who
were used to meeting every six weeks. Since their meetings continued after the
launching of the community, this VCoP was coded as having a medium reliance on
ICT. Another community, VCoP C, occasionally held meetings, and was thus coded
medium on this aspect. VCoP F was coded as low on this aspect, since its members met
every other week.

Regardless of ICT reliance, not all communities in our sample could benefit from the
same type of technology. While some used several software programs for multiple
purposes (ICT availability ¼ high varietyÞ, others either had to manage with one
simple, one-function program, usually a forum (ICT availability ¼ low varietyÞ, or
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only used a small number of the functions of their software. For example, VCoPs J and
K only used the forum module of their otherwise powerful software.

Members’ ICT literacy is also an important consideration for virtual communities of
practice as it influences the way people react to and participate in their VCoP through
technology. In our sample, ICT literacy ranged from low to high. For example,
members of VCoP G seldom used computers in their daily work and had little
experience with ICT (ICT literacy ¼ lowÞ: At the other end of the continuum, the daily
work of members of VCoPs L and M required them to use ICT extensively (ICT
literacy ¼ highÞ: In the middle of this continuum, other community members, such as
in VCoP I, had developed a certain level of ability to use ICT, but would have to make
additional efforts if they wanted to reach a comfortable level (ICT literacy ¼ mediumÞ:

The final element in our typology is relevance of the topic, which measures how
relevant the VCoP’s main theme is to the individual members’ daily work. The VCoPs
in our sample also varied greatly on this aspect. For instance, VCoP K was created in
an organization which had previously experienced difficulties in setting up
collaborative efforts. Therefore, the organization selected the topic very carefully so
that no one would be displeased or feel threatened. As a result, they chose a topic that
was so neutral that it was not crucial to anyone’s daily work (topic’s relevance ¼ lowÞ:
Although the topic chosen was related to members’ professional activities in VCoP N,
none of the members considered it the core of their work, which justifies the coding of
this VCoP as medium. However, members of ten communities chose topics that were
directly related to their daily work (topic’s relevance ¼ highÞ:

Success of the VCoPs
To discriminate among VCoPs, it was then necessary to assess their level of success
using the two criteria presented earlier:

(1) Existence.

(2) Health.

Using the coding method used for the structuring characteristics, the level of success
was first coded jointly by the three authors; then, their coding was compared to the
research assistant’s independent coding, and discrepancies were resolved through
discussion.

In order to be considered existent, a VCoP had to have at least one leader and a core
group of members around a specific topic during the active project period, from
November 2001 to March 2003. Despite this lengthy 17-month period, VCoPs N, O, P, Q
and R (as shown in Table III) were not formed and therefore were coded as
non-existent. In two cases (P and R), efforts simply ceased after a while. In the three
remaining cases, discussions took place throughout the research project timeline, but
no formal VCoP was ever formed. Health, which refers to the level of activity in the
VCoPs (including active and passive participation), was our second evaluation
criterion. Despite being officially created and leaders being active, VCoPs K, L, and M
were coded as having no degree of health since no group interaction had ever occurred.
Other VCoPs were coded as having either a low, medium or high degree of health. For
example, VCoP J was coded as having a low level of activity ðhealth ¼ lowÞ because
only a few people put documents on the VCoP’s web site on a regular basis and most
other users were passive participants, mainly reading these documents. On the other
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Level of success at
launching stage

VCoP Existence Health Summary – most prominent explanatory factor(s)

A Yes High Leadership: Very involved leader
High relevance: Topic closely related to members’ daily work

B Yes High Leadership: Very involved sponsor and leader
C Yes High Leadership: Very involved coach

High relevance: Topic closely related to members’ daily work
D Yes High Prior experience: VCoP reinforced an existing network that

used to meet face-to-face
E Yes High Leadership: Very involved leader/sponsor

Prior experience: VCoP reinforced an existing network that
used to meet face-to-face

F Yes High High relevance: Topic closely related to members’ daily work
Environment: New VCoP concept very much in line with the
new organization’s philosophy

G Yes Medium Leadership: Very involved leader
Environment: Very few resources, so a real need to put
resources together

H Yes Medium High relevance: Topic closely related to an important
organizational issue and to members’ work on a daily basis
Leadership: Leader did not have enough time to play his role
and had problems mastering the technology

I Yes Medium Leadership: Very involved leader
Environment: Very difficult multi-organization environment

J Yes Low Leadership: Very motivated leader
Environment: Opposing forces. Went through major
transformations in the last years: IT, collaboration, external
partners’ involvement, but some bureaucratic forces are still
operating
Relevance: Members did not see the added value of their
participation

K Yes None Leadership: VCoP leader was a good content leader, but did not
relate very well to people; he did not have the ability to bring
people together
Top-down creation process: informal networks already existed
and members did not see the added value

L Yes None Leadership: Little (voluntary or designated) leader
involvement – too busy with other projects
Top-down creation process: informal networks already existed
and members did not see the added value of their participation

M Yes None Leadership: No real management support
Environment: Independent and closed silos did not see the need
to extend their collaboration
Top-down creation process: informal networks already existed
and members did not see the added value

(continued )
Table III.
Success of the VCoPs
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hand, VCoP A members were very active from the very beginning ðhealth ¼ highÞ: A
majority of members actively participated by writing new ideas and commenting on or
responding to other members’ requests and comments.

Table III shows that six VCoPs achieved great success at the launching stage
ðhealth ¼ highÞ (A, B, C, D, E, and F), three others achieved an intermediate level of

Level of success at
launching stage

VCoP Existence Health Summary – most prominent explanatory factor(s)

N No None Environment: Highly bureaucratic organization
Leadership: The first designated leader had no interest in the
new direction taken by the VCoP and middle managers refused
to give two possible leaders the time to get involved in the
community
Leadership: No real management support; despite VP and
sponsor’s involvement, no solution was found

O No None Environment: The VCoP was to be formed to support a new
division created as a bridge among many actors in a certain
field; a major actor in this group did not agree with this new
mandate and did not agree to collaborate; the new division and
the VCoP lost its possible credibility
Leadership: No real leadership; the IT environment was never
set up because of “security” reasons

P No None Leadership: No real management support; very little
involvement on the part of the sponsor; impossible to find a
leader
Environment: Very hierarchical and bureaucratic culture
Relevance: the topic was the rules and norms that regulate
one’s practice; it was made clear at the very beginning that the
idea was not to improve them, but rather to discuss how to
apply them; considering this, potential members manifested
little interest (no empowerment)

Q No None Leadership: No real management support; the nominated
sponsor had no time to get really involved in the VCoP
implementation
Environment: Autonomous units saw collaboration as an
invasion of their autonomy
Relevance: It was difficult to find a topic that would interest
members; much difficulty in settling on a specific topic

R No None Leadership: The project’s sponsor had to quit for personal
reasons and no one could fill his shoes
Environment: Members belonged to different and competing
organizations with no collaborative habits; the strong
competitive culture in the environment prevented free
participation
Relevance: Although the topic was very relevant, it was also
too ambitious and could not get past some technical obstacles Table III.
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activity ðhealth ¼ mediumÞ (G, H, and I), and one, a rather low level ðhealth ¼ lowÞ (J).
On the negative side, five attempts (N, O, P, Q and R) were complete failures (no
existence) and three VCoPs were created (K, L, and M) but never achieved any degree
of activity ðhealth ¼ noneÞ: In addition to our classification, Table III summarizes the
key factors that, in our data, seem to be the most important for explaining the level of
success of each VCoP, whether they are structuring characteristics or not. These
results give support to the proposition that structuring characteristics may be
operating at the launching stage of an intentionally formed VCoP.

Results and discussion
Joining Tables II and III becomes an enlightening exercise and allows us to answer our
research question. For this analysis, we separated the VCoPs into two distinct groups:

(1) Those that achieved a certain degree of health (Success group: A to J).

(2) Those that did not achieve any degree of health, along with those that never
really existed (failure group: K to R).

This first grouping shows one important result: all the VCoPs in the Failure group had
an obstructive environment while most of the VCoPs in the success group had a
facilitating or neutral environment. In that group, only two VCoPs (I and C) had an
obstructive environment. Despite a very constraining environment, VCoP I still
achieved an intermediate level of activity. Further analysis of the data shows that this
level of success can be explained by the active role taken by the leader of the VCoP;
assigned full-time to this task by his organization, he took his responsibilities very
seriously. VCoP C, on the other hand, stands out as being very special; against all odds,
despite a high level of uncertainty in the environment and a busy leader who had to go
on a long sick leave, the community achieved great success at the launching stage.
Two factors seem to explain this level of success. Firstly, the coach was very present
and filled in when the leader was not able to fulfill his role; with tenacity and flexibility,
he led the organization through several VCoP experimentations and, finally, to the
identification of a topic that was very relevant to the members and very important for
the organization. Secondly, the “too busy” leader was finally replaced, and his
replacement was able to fulfill his role more successfully.

Another structuring characteristic also seems to play a role in the success of the
communities. The topic discussed in the VCoPs was highly or moderately relevant to
the daily concerns of the members in eight of the ten successful VCoPs. VCoPs B and G
succeeded despite a low level of relevance. In both cases, although the topic may have
been less relevant to the members, it was known to be very important for the
organization as a whole; moreover, the leaders were very motivated and involved and
were able to “sell” the importance of the topic to the VCoP’s members. Three VCoPs of
the failure group (L, M and R) also had highly relevant topics. In the case of L and M,
these VCoPs did not succeed because their members did not see any benefit in making
their already existing informal networks formal and virtual. The failure of VCoP R can
be attributed to the premature departure of the sponsor, with whom the project was too
strongly identified.

A third structuring characteristic seems to be differentiating between successful
and failing VCoPs: institutionalized formalism. Institutional formalism refers to the
degree to which the VCoP has been integrated into the organization. Nine out of the ten
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successful VCoPs were directly supported by their organization, being coded either as
supported or as institutionalized. The tenth one, VCoP F, was not institutionalized, nor
did it receive direct support because most of the organizational resources were directed
to a major, strategic project. Despite this lack of direct support, however, the VCoP
succeeded, mainly because its topic was so closely aligned with the organization’s
management philosophy that it did not really require any additional resources to
sustain its activity. On the other hand, only one VCoP in the Failure group (K) received
direct resources from its organization. In that particular case, failure can be attributed
to a lack of relevance of its topic and to a rather neutral environment.

The other structuring characteristics did not seem to have a direct impact on the
rate of success of the VCoPs at this important launching phase, since the successful
and less successful VCoPs seem to be spread across each characteristic.

Our data indicate that the broader environment, including management style and
the organizational, cultural, and political context within which a VCoP is formed,
seems to be the most determining structuring characteristic that facilitates or hinders
its success at the launching stage. A facilitating or somewhat neutral environment
allows the VCoP to be launched on the right foot, while an obstructive environment
will, from the very beginning, work to resist the launching. In transcending physical
and temporal constraints, VCoPs can be perceived as transcending organizational
discipline and control (Perin, 1991). It was very clear, for example, that the sponsor of
VCoP P, once he understood the power the VCoP would give its members, was not
comfortable with the ambiguous and unpredictable direction in which discussions
could lead. In this particular case, the launching of the VCoP faced a lot of managerial
resistance. The VCoP concept was associated by middle managers with the idea of the
horizontal corporation, generating a lot of questions about their role and power within
that type of structure. Another example of an obstructive environment is that of VCoP
O: the leader used ICT security issues as a reason to endlessly postpone the launching
of the VCoP, while it soon became clear to the coach that political reasons (i.e. a lack of
credibility on the part of the newly formed division) was in fact the main obstacle. On
the other hand, due to a very supportive environment, other VCoPs, such as F, achieved
great success despite a relative lack of resources. VCoP F brought together specialized
technicians and engineers to promote collaboration through knowledge sharing forums
and problem solving. This objective was perfectly in line with the management
philosophy characterized by a strong commitment to knowledge sharing, and thus
received a lot of support. These results are in line with the change management
literature which views structural and cultural factors as powerful determinants of
short-term success at the early stages of an organizational change (Tushman and
O’Reilly, 1997). Research on evolutionary change also shows that the successful
articulation of individual-group needs and programmatic changes, like VCoPs,
requires an organizational capacity for change (Jurie, 2000).

Despite an obstructive environment, one VCoP was able to succeed because of the
leadership structure, which included a coach for the leader. In the literature, the roles of
sponsor, leader, and participants are usually well documented (e.g. Fontaine, 2001;
APQC, 2001), but this is hardly the case for the role of the coach. Since formalized CoPs
and VCoPs are rather new modes of collaboration, the community leader is likely to be
in this position for the first time, and consequently has no role model within the
organization. Yet fulfilling the role of a community leader may be quite different from
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the person’s daily work. Offering this person coaching is a way to strengthen the
leader’s ability and increase the likelihood that the VCoP will succeed. The coach will
listen attentively, provide a fresh perspective, and help develop new ideas and
strategies. As noted by Bridges and Mitchell (2002), organizational change means
transition and, from this standpoint, no training program can fully prepare leaders for
managing change. They need individualized support, such as coaching, to lead change.
But our results also show that, in addition to individualized support, it is important for
the VCoP to be acknowledged by the organization, since supported and
institutionalized VCoPs seem to have a higher chance of success at the launching
stage. A higher degree of institutionalized formalism, if performed without ruling or
bureaucratizing a VCoP, can confer a sense of legitimacy and give the VCoP access to
more resources than if unrecognized (Wenger et al., 2002).

In a highly political context, members may feel like they cannot express themselves
freely. VCoP P acutely experienced this problem. Members, who were invited to
discuss the interpretation and application of rules and procedures in their work,
spontaneously raised the issue that they were afraid to be accused of not doing their
work well because of misinterpretations or regional differences. In such a context,
sharing through VCoPs is not likely to be successful, since the concept is too far from
the organization’s culture (McDermott and O’Dell, 2001). In addition to these political
elements, participation is a highly social activity which requires new abilities: getting
to know what could be relevant to other members, evaluating the appropriate level of
details and being aware of the legal constraints attached to information (in certain
areas) are skills and knowledge members have to develop and acquire (Hayes, 2001).

Adopting a top-down approach to form VCoPs also raises the issue of relevance as
shown by our results. While most VCoPs held extensive discussions about what topics
should be discussed, it seemed to be very difficult, in many cases, to find topics that
would bring together a significant number of people. These intentionally formed
VCoPs may lack common context and purpose (Fontaine, 2001) that, with or without
voluntary participation, are needed for real interaction. By contrast, most VCoPs with a
highly relevant topic thrived.

Relevance also means that VCoP members feel that their contributions are
worthwhile. In one specific VCoP, the sponsor explicitly said that members were to
hold discussion according to the current rules and procedures, and that no
recommendation to change these rules and procedures would be considered. At this
point, members expressed much disappointment and realized that the VCoP would not
be a mechanism that would initiate any changes in their organization. The highly
bureaucratic and hierarchical structure would succeed. It is not surprising that this
“potential” VCoP was never able to find a leader.

The results of this study have a clear implication for organizations. The structuring
characteristics of a VCoP, especially the environment and relevance, are of utmost
importance if an organization wants to increase the likelihood of a VCoP succeeding.
Confronted with a situation in which the environment is obstructive and the topic at
hand is more or less relevant to the members on a short-term basis (but important for
the organization), managers are faced with two choices. Firstly, they can try to act on
those structuring characteristics. While these changes could directly impact the
likelihood of success of a VCoP, changing the environment is a slow, difficult, and
sometimes painful process that is more likely to take place over the long term. Working
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on the VCoP’s objectives may be easier. A compromise must be found between direct
value to the members and importance to the organization. Secondly, in order to
counteract the obstructive effects of structuring characteristics, management can take
decisive actions that will facilitate a VCoP’s launching. While these management
actions were not the focus of this study, our results showed that the choice of the
community leader and the free time s/he has to take care of the VCoP’s activities are
management decisions that can reduce the obstructive effects of structuring
characteristics. Other forms of management action include giving members time to
participate in the VCoP during their work hours, recognizing their contributions, and
actively promoting the VCoP’s success. Management support, as advocated by many
authors (McDermott and O’Dell, 2001; Wenger and Snyder, 2000), must be directed at
actions and decisions that will alleviate these obstructive effects. Senior executives
must get involved, investing time and resources to promote, nurture, and protect
VCoPs (Wenger and Snyder, 2000). Creating active support is central to the success of
VCoPs at the early stages and, from this standpoint, the role of senior management is
absolutely critical (Drucker, 1999).

Other results may be both surprising and enlightening. The literature often
recommends building new CoPs on already existing informal networks (e.g. Wenger
et al., 2002). It is assumed that these networks will provide a solid basis for a new CoP.
This may be true for traditional CoPs, but does not seem to be the case for our VCoPs.
In three cases (K, L, and M), it was clear that informal networks existed prior to the
VCoPs and people did not see the added value of changing their habits of
communicating on a one-to-one basis through e-mail or by phone. Members were
already successful and had no incentives to share knowledge on a broader and more
open basis. Members of VCoP E, who successfully went from being a face-to-face CoP
to a VCoP, saw the added value of going virtual, but stated that the end of their
face-to-face meetings every six weeks would probably mean the end of their
community. They saw the technology as an additional tool to support their face-to-face
community and did not see themselves as a virtual community. Going from traditional
to virtual does not seem to be an easy step. In their research on communities of practice
in a distributed international environment, Hildreth et al. (2000) show the importance of
face-to-face meetings to help VCoP members develop relationships more quickly and to
build momentum. These meetings helped solve/negotiate issues of identity early in the
process. From this study and the findings of our research project, the face-to-face
element seems to be necessary at the launching stage in order to stimulate the
socialization process.

Another interesting finding is related to the lack of impact of members’ enrollment.
It was expected that VCoPs with voluntary members would be more successful than
ones, where members were “forced” to participate. According to our data, this is not the
case. Out of the ten VCoPs with voluntary members, half succeeded and half failed.
This structuring characteristic by itself does not seem to explain the success or failure
of the VCoPs at the launching stage. Compulsory participation remains a strange
concept in the context of a VCoP. A new member in the organization can gain a lot from
reading responses to a newsgroup and documents while his or her passive
participation goes unnoticed.

Finally, one may wonder if the results vary by sector or would have been the same
in a traditional CoP versus a VCoP. Analysis of our data showed that the sector cannot
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be used to explain success or failure at the launching stage since successes and failures
are evenly distributed across sectors. With respect to ICT, in two specific cases (M and
O), ICT was used as a scapegoat to explain the lack of success of the VCoP. However,
further investigation showed that, in both cases, the concerns expressed were trivial
and could have easily been resolved or taken care of if the VCoP had received real
managerial support.

Concluding remarks
Despite the benefits that VCoPs may provide to organizations, this study shows that
intentionally forming them is not an easy process. Technological developments, such
as the internet, network security, and collaborative software, have opened up a world
of possibilities for organizations to reinvent themselves – but, as was shown in this
paper, identifying a group of people and implementing ICT does not necessarily lead to
success.

VCoPS are likely to drastically disrupt the status quo by questioning and straining
the social, cultural and political systems deeply ingrained in organizations. In an
increasingly global world, where VCoPs may extend beyond organizational and
national boundaries, these challenges may be even more acute. Hofstede (1993) shows
how different cultures have very dissimilar conceptualizations of management,
leadership, autonomy, priority and focus, decision-making, and relationships among
people. Bringing together highly diversified cultures within a VCoP would be highly
enriching, but would also require an immense effort to integrate members with
different systems of perception, meaning, values and belief. A variety of national
cultures often also comes with a variety of languages, amplifying problems of
communication and collaboration (Townsend et al., 1998).

We have shown that VCoPs have differentiating structuring characteristics that can
be used to group and compare them, but this may also explain why some succeed while
others fail. This highlights the need for a contingency approach in research and
practice. Further research should investigate in more detail the actions management
can take to counteract the obstructive impact of structuring characteristics at the
different stages of development of virtual communities of practice. The results would
help managers set up a change management strategy adapted to the specific
characteristics of their VCoPs, increasing their chances to be successful.

While our study goes one step further in understanding the launching of
intentionally-created VCoPs, results are still at a very embryonic stage. Our
exploratory study should be followed by research investigating a larger number of
VCoPs if we are to better understand the impact of structuring characteristics on the
lives of VCoPs. The next step will also be of utmost importance. Increasing our
understanding of VCoPs rests on the identification of factors that will drive their
sustainability. Factors crucial at the launching stage may also prove to be important
later on in the life of a VCoP. A changing environment, a topic that is no longer as
relevant as it once was, a new sponsor that does not give the VCoP the same level of
priority, a leader who is too busy with his daily work to take care of the VCoP as he
used to, an increased awareness of the lack of sophistication of the tools used, and a
reduced budget that precludes the organization of regular face-to-face events may have
an impact on the VCoP’s chances of success over time. VCoPs are just one of the
instruments organizations can use to effectively manage knowledge in organizations,
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but their full benefits will not be reaped until we know more about how they can be
successfully launched and sustained.
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Abstract

Purpose – To construct and test, through its application to a real case study, a methodology that
generates contingencies for the evolution of a company or an industry’s reference business model (BM)
under the impact of a technology innovation.

Design/methodology/approach – The paper draws on theoretical predicaments of organizational
development and scenario planning as well as more recently published works (2001-2004) on BM
design and change in order to build the primary steps of the methodology. A contingency approach is
applied for selecting among alternatives the most suitable future BM. The usefulness and applicability
of the provided methodology are proved through a real case study that concerns changing the
exhibition’s industry reference BM under the impact of a mobile innovation.

Findings – The proposed methodology is primarily useful in cases where a strategic manager wishes
to draw and assess not one totally new BM but a set of scenarios that reflect alternative configurations
for its current BM evolution. Such a methodology needs to be complemented with a contingency
framework for guiding the selection of the scenario that better suits the internal and external
environment of the company.

Research limitations/implications – It is expected that related theories, such as the theory of
Industrial Organization and the theory of Network Economics, also need to be examined under the light
of BM change to identify and cross-validate factors that contribute to the design and assessment of BMs.

Practical implications – The ultimate utility of the proposed methodology is as a road-map for
leading change in the value-creation logic of a firm, taking advantage of an advanced technology
solution. By continuously changing their BM, and identifying new ways to deliver value to their
customers, firms aspire to obtain and sustain a competitive advantage in high-velocity environments.

Originality/value – This paper fulfils an identified research gap for a structured approach towards
changing the BM of a firm, which introduces a technology innovation by keeping the principles of the
old (traditional) business logic and taking into account the effects incurred from the firm’s internal and
external environment.
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Introduction
Under the influence of technology trends, most importantly information and
communication technologies (ICT), many current organizational business models
(BMs) are being questioned, and companies are faced with the challenge of BM change.
However, creating a radically new BM is a high-risk strategy, as the probability of
getting it right is acknowledged to be low (Kalakota and Robinson, 2001). Companies
typically choose to focus on an improvement strategy that is less risky and extends or
renews their existing strategy and BM.

Even in the case of BM evolution, however, the process is not risk-free. Arguably the
complexity of the ICT landscape makes it almost infeasible for any single business
entity to possess the necessary array of competencies that will allow it to provide an
end-to-end solution. Thus, alliance management, revenue sharing, and transparent
cooperation become critical factors for success. Those companies with the ability to
create business-to-business relationships without conflicts of interest are the ones’
most likely to succeed (Paavilainen, 2002). A BM must explicitly account for the need
for partnership and provide the best possible answers to questions regarding the type
of value that each partner will contribute based on its core competence, the distribution
of revenues and profits between them, the type of service offerings, and the business
structures that will be required to implement the changes (Rulke et al., 2003).

Existing research on defining structured methodological approaches for BM change
is rather fragmented. Most efforts are applicable only under certain business
conditions, they are typically dependent on the codification used for BM components,
and mostly provide a general framework rather than a stepwise methodology that can
guide a BM evolution process. This paper aims to fill this gap by proposing a stepwise
methodology allowing companies to design alternative scenarios for BM evolution or
extension under the impact of technology innovation. The proposed methodology
constitutes the result of research that synthesizes and improves existing literature in
the area by combining it with insight gained through a real-life case study in a
multinational setting. The methodology is based on the identification of scenarios that
depict possible changes to the current value chain and BM of an industry.
Scenario-based BM development is the primary novel characteristic of the
methodology, in line with recent research that argues in favour of scenarios as an
efficient strategy design method in uncertain and complex business environments
(Mylonopoulos et al., 2002; Kulatilaka and Venkatraman, 2001). Further to scenario
planning, the proposed methodology is also complemented by a novel contingency
approach that draws on organizational theories to propose firm-specific and
industry-related factors that can act as metrics for choosing among scenarios.

Background theory incorporated in this paper involves analysis and critique of
prevailing theoretical approaches to BM changes. The section that follows the
background theory outlines the proposed methodology for BM evolution under the
influence of technology innovation. The methodology is complemented by a set of
firm-specific and industry-related contingency factors that affect the feasibility and
likelihood of success of alternative BMs under different industry settings. The paper
continues with applying the proposed methodology and contingency approach in a
case study of the exhibition industry, where the introduction of a mobile application,
named mobile exhibition guide, is used to draw scenarios for BM change. Finally, the
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paper concludes by putting forward implications of our findings for practitioners and
future researchers.

Background theory
While the necessity and complexity of business change have long been documented in
the literature, it is only recently that researchers have started focusing their attention
on BM change and its specificities (Pateli, 2002). Petrovic et al. (2001) and Auer and
Follack (2002) have proposed a methodology for BM change that is based on the three
learning stages of Senge and Sterman (1994) as well as a number of system theories,
such as system dynamics. The methodology includes seven steps, grouped into three
stages, for moving from the current to the future BM (Table I).

In a similar vein, Kulatilaka and Venkatraman (2001) suggest an options approach
for designing an IT strategy and defining BMs based on the capabilities of the firm and
the evolving conditions in the marketplace. This approach provides a company with
flexibility in adopting new technology and changing its BM. Based on this approach,
Kulatilaka and Venkatraman (2001) propose the following three steps to invest in new
technology:

(1) Assess opportunities for change and consider ways to exploit these
opportunities.

(2) Acquire options, which includes mixing options reflecting the likeliest
opportunities and the future scenarios for the company and the marketplace.

(3) Act on options, which involves deploying additional capabilities, restructuring
the company, reassessing its partnerships, and generally making the necessary
adjustment to its BM in order to gain the advantage of the option’s promised
opportunities.

Following a different path, Pramataris et al. (2001) employ a set of analytical tools to
facilitate BM change under the influence of digital interactive television in the
advertising industry. They present their work in the form of a sequence of ten steps,
each of which makes reference to both the data-collection method and the
theoretical/analytical constructs employed (Table II).

Although all these methods provide valid starting points for addressing BM change,
they all share a common drawback: they are quite monolithic, in the sense that they
provide a strict linear sequence of steps that an organization should follow, when

Stage Steps

Understand a. Identify the BM from different angles
b. Identify the key factors of the BM
c. Model the core reinforcing and balancing feedback loops
d. Expand the BM to the full network

Identify technology’s influence e. Identify the influence of the internet on the BM’s variables
f. Recognize and interpret possibilities for changing the problem

situation
Change g. Develop an action plan

Source: Petrovic et al., 2001; Auer and Follack, 2002
Table I.

Stages of improving BMs
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approaching BM change as a result of a technology innovation. As such, these methods
might be more appropriate in relatively stable industry settings, where a lower level of
risk might be associated with BM change.

However, when considering more turbulent and complex contexts, such as the
emerging market of mobile and wireless communications that is dealt with in the case
study discussed later in this paper, such methods might not yield satisfactory results.
In this paper, we advocate the use of scenarios as a more appropriate means for
approaching BM change. Scenario planning (Bloom and Menefee, 1994; Godet, 2001)
has long been used in management science and is acknowledged to support more
flexible decision-making and less risky strategic positioning against alternative
“futures”.

In the following section, we discuss a methodology for incorporating scenarios in
BM change design efforts.

A scenario-based methodology for BM change
This section outlines the proposed methodology for BM evolution under the influence
of a technology innovation. The discussion of the proposed methodology is made
through a description of the primary steps and their contribution towards the final
goal, which is the design of a set of alternative future BMs in the form of scenarios.
Having resulted from a systematic work on synthesizing existing literature, the
proposed methodology combines the following features:

. It is based on the three-phase model advocated by Petrovic et al. (2001) and Auer
and Follack (2002) (Table I).

. It follows the approach of Kulatilaka and Venkatraman (2001) for defining
scenarios as an intermediate step between the design of the current and future
BMs.

. It uses and revises several steps of the iMEDIA methodology (Pramataris et al.,
2001) for the design of a future BM (Table II).

However, the proposed methodology also extends the existing research in the field by
incorporating two novel features. First, the design of future BMs is based on the
identification ofasetof scenarios foralternativecooperationschemesamongthe involved

Ten steps for the derivation of a new BM

1 Examining the relationships developed by key players currently in the market
2 Defining current business objectives for each key player
3 Identification of current value flows in the marketplace
4 Identification of key competitive drivers in the market
5 Synthesis of the current BM
6 Embedding the innovative technology framework into the current BM
7 Defining the requirements for technological capability development for the existing key players
8 Defining the mediating functions performed by the service provider
9 Developing a new cooperation scheme in the marketplace: exploiting the existence of the new

service provider
10 Synthesis of the proposed BM

Source: Pramataris et al., 2001

Table II.
The iMEDIA
methodology
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parties. Second, the methodology includes an analysis of the resulting BMs in terms of
components, following the BM framework proposed by Pateli and Giaglis (2003).

The methodology consists of three phases, which are further decomposed into six
steps. Figure 1 shows the steps of the methodology in correspondence with the three
key phases identified in the BM evolution process. In what follows, we briefly discuss
the primary mission and anticipated result of each phase and describe the steps
included in it.

Phase I: understand
The first phase is concerned with a detailed analysis and documentation of the existing
BM. Such analysis is required to gain an in-depth understanding of the current
situation and establish benchmarks against which technology innovation impacts can
be assessed. The need to anchor business change efforts on carefully documented
models of the existing situation is well grounded in change management literature
(Davenport and Stoddard, 1994).

Figure 1.
A scenario-based

methodology for BM
change
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Step 1. Document the current BM. The initial step of the methodology includes
depicting the current business environment with the aid of a BM analysis framework,
such as those proposed by many researchers in the field (Gordijn and Akkermans,
2001; Weill and Vitale, 2001; Osterwalder and Pigneur, 2002; Hamel, 2000; Pateli and
Giaglis, 2003). The final outcome is a BM construct that can be used for understanding
the key elements of a specific BM and their relationships, communicating and sharing
the understanding of the business between business and technology stakeholders,
specifying valid requirements for technology innovation, and identifying options for
changing and extending the current BM.

Phase II: identify technology’s influence
This phase is concerned with assessing the impact of technology innovation on the
current BM. The anticipated result is the identification of possibilities for evolution or
extension of the current BM. This phase includes the following steps.

Step 2. Assess the influence of technology innovation. This step includes an
identification of the benefits and impacts that a given technological solution brings to
key elements of the BM and a specification of the changes imposed on the current BM’s
structure. Such analysis is important so that changes can be better planned to fully
exploit the capabilities of the proposed technology innovation.

Step 3. Identify missing roles. This step includes an identification of the requirement
for one or more new roles that accomplish new business functions, and a description of
the activities and the functions of each of these roles. As argued earlier, no organization
is expected to have the necessary competencies to provide end-to-end services on its
own. Therefore, organizations will need to enter into cooperations and alliances,
typically with high-tech firms that bring in the necessary competencies in managing
and exploiting the technology components of the future BM. This step calls for a
systematic approach towards identifying the missing competencies so that the right
partnerships can be formed.

Phase III: change
This phase is concerned with the design and description of the future BMs. This phase
ends at visualizing the new BM through the design of the transformed value network.
The steps included in this phase are as follows.

Step 4. Define scenarios. Having identified and justified the need for one or more
new roles, this step includes defining a set of scenarios, each of which proposes a
different cooperation scheme and way of distributing responsibilities between new and
existing players in the new business environment. This step is key to the methodology
as it enables organizations to “experiment” with alternative BM propositions, explore
their implications, and proceed cautiously towards the design of the future BMs.
Minimizing the risk associated with partnership management, for example, is
hypothesized to lead to less risky and more successful BM change.

Step 5. Describe the new BMs. Based on the scenarios identified at the previous step,
this step revisits the current business situation as illustrated in the current BM (Step 1).
This step aims to describe one or more BMs by indicating the value provided by each
player in the future model, as well as defining financial and communication flows
among players.
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Step 6. Evaluate the impact of changes. This step is not included in prior works in
the area. However, it is considered necessary to conclude the proposed BM description
by estimating the impact of the transformed BM on the structure and dynamics of the
markets concerned. This step effectively links the methodology to subsequent change
implementation programs (which are outside the scope of this paper), as it defines the
metrics by which alternative BMs will be evaluated.

Although the aforementioned steps define a well-grounded methodology for BM
change under the impact of technology innovation, they are by no means sufficient on
their own to guide the BM design effort. Effectively, what is missing is an analysis of
how organizations should pick and choose, from the scenarios developed, the one that
will become the future BM. To this end, the methodology needs to be complemented by
a contingency approach allowing for comparative evaluation of scenarios based on
firm-specific and industry-related factors.

A contingency approach for assessing scenarios
It is of course expected that, in practice, more than one BM for the exploitation of a
technology innovation will be applicable in different markets depending on their
unique characteristics. In this section, we contend that the final scenario that will guide
the development of future BMs will be determined by a number of factors affecting the
organization, both external (industry-related) and internal (firm-specific).

Recent research work on strategy theory has recognized three primary types of
effects on firm performance. These include strategy, industry, and firm-asset (or
resource-based) effects. This three-dimensional framework, tested under empirical data
(Spanos and Lioukas, 2001), results in supporting arguments that consider both
industry-related and internal (combining strategy and firm-asset) influences as
significant determinants of performance (Henderson and Mitchell, 1997). Researchers
have recently started to address the link between BMs and strategy theories. Hedman
and Kalling (2003) propose integrating the three aforementioned strategic perspectives
in the definition of a conceptual BM that includes: customers and competitors
(industry), the offering (generic strategy), activities and organization (the value chain),
the resource base (resources), and the source of resources and production input (factor
markets and sourcing), as well as the process by which a BM evolves (in longitudinal
processes affected by cognitive limitations and norms and values).

Based on this analysis, we have developed a series of factors favouring scenarios for
BM development by the combination of industry-related and firm-specific factors.
These factors include the following:

(1) Industry-related factors:
. Industry structure. This factor addresses whether the market in which the

redesigned BM will be introduced is either monopolistic/oligopolistic or
highly competitive.

. Balance between transaction costs and costs of internal development. This
factor addresses the costs of contracting partnerships with third parties to
provide the technology innovation in comparison with the costs incurred in
case of internal development of the required capabilities and resources (Li
and Whalley, 2002).
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. Type of players. This factor examines whether private or public
organizations dominate the market. This distinction may be declarative of
the participants’ motivation and strategic incentives for applying a
technology innovation and thus differentiating themselves from competition.

(2) Firm-specific factors:
. Strategic objectives. This factor concerns the firm’s strategic focus and the

alignment between the internal strategic goals and the expectations for the
impact of the technology innovation.

. Firm capabilities and assets. This factor contributes to the assessment of the
firm’s position in the market and the identification of the market segments
that it targets. Current capabilities and future intentions for capability
development will dictate the degree to which the firm is prepared to
internalize or outsource certain technology-dependent activities.

In order to increase the understanding of the use and utility of such a contingency
approach, as well as validating and extending the proposed methodology for BM
evolution, the next section discusses a real-life case study, involving the
commercialization of a mobile application, named mobile exhibition guide, by
players in the exhibition and information technology industries.

Case study: effects of mobile business in the exhibition industry
Description of the mobile exhibition guide
The validity and utility of the proposed method, as well as the implications of scenario
planning for BM change, have been tested through a multinational case study
conducted simultaneously in Greece and Finland. The study was part of a research
project supported by the European Commission that aimed to exploit the technological
opportunities arising from evolution in the areas of wireless networks and indoor
positioning technologies to support the professional exhibition industry in a
context-aware manner. The project’s goals were to enhance visitors’ experience in
terms of interaction and functionality in an information-rich environment such as an
exhibition show; improve business communications and promotions within the
exhibition; extend promotional effectiveness after the exhibition; and assist and
support exhibition management by offering real-time location information about
people inside the exhibition area. To this end, the project developed a mediation
software platform, namely a mobile exhibition guide, running currently on PDA
devices but with plans to include smart-phone devices later.

Based on a number of user behavioural requirements drawn from visitors,
exhibitors and organizers (which are documented in more detail in Fouskas et al., 2002),
the mobile exhibition guide is designed to provide the following services (Table III),
listed per type of user.

The introduction of such technological capabilities is bound to fundamentally
transform today’s prevailing BM in the exhibition industry. Hence, industry
stakeholders (most notably, exhibition organizers) have initiated a debate regarding
the changes to be introduced in the current modus operandi of the industry and the
partnerships that need to be developed in order to exploit the benefits of the mobile
exhibition guide. To this end, the methodology discussed in the previous section has
been employed to guide the BM evolution design effort.
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Application of the proposed method
Step 1: document the current BM. The first step was to document the current business
situation in order to define realistic business requirements for the design of the mobile
application and to outline the business environment in which it will be introduced. This
analysis included a detailed description of industry norms, types of stakeholders
involved, partnerships, revenue-sharing agreements, and so on. Owing to space
limitations, only the analysis of roles is presented herein.

The key roles identified in the exhibition business environment include:

(1) Hall owners, who provide the physical infrastructure.

(2) Organizers, who provide the service platform for efficient interaction between
the exhibitors and the visitors.

(3) Exhibitors and parallel event organizers, who use exhibition events as marketing
tools.

(4) Visitors and event participants, who receive the services of exhibitors and
organizers.

(5) Support service providers, who make available various services to organizers
including security, cleaning, and electronic equipment.

(6) Media partners providing media coverage of the event and publicity to
organizers and exhibitors.

(7) Sponsors providing capital in return for leveraging their brand.

The primary business relationships of this model are shown in Figure 2 (the numbers
indicate types of flows among roles, the analysis of which goes beyond the scope of this
paper).

Step 2: assess the influence of technology innovation. This step included a definition
of the benefits arising from the introduction of the mobile application to the concerned

Visitor services Exhibitor services Organizer services

Online and on-site registration Online content management
(products, stands)

Information on profile and
preferences of visitors

Personalized and location-aware
navigation plan

Exchange of “virtual
business cards” with visitors

Online content management of
information (profile,
exhibition info)

Routeing advice Real-time information and
history statistics on visitor
behaviour

Common and targeted
announcements to exhibitors
and visitors

Exchange of “virtual business cards”
with exhibitors

Promotion of their exhibits
via targeted spots

Real-time information on
visitors’ position

“Bookmark” stands and exhibits for
receiving more information

Notifications to organizers in
emergency cases

History statistics on visitor
flows and behaviour

Interaction within a user group Online feedback from visitors
Receiving targeted messages (offers,
announcements) from exhibitors and
organizers
Message board for communication
with other visitors

Table III.
Mobile exhibition guide’s

services per user

A contingency
approach

175



parties, and a discussion of the elements of the current BM that are most likely to
change due to technology innovation (mEXPRESS D6.1, 2003). A list of potential
benefits of using the mobile exhibition guide to the primary stakeholders of the
exhibition industry is presented in Table IV.

This step also aims to identify those elements of the current BM which will be most
affected by the technology innovation. Based on the theoretical investigations in the
area of technology innovation and also a series of discussions with key stakeholders,
mainly the exhibition organizers participating in the project, several effects of this

Exhibition players Benefits

Hall owner New value-added service offered through their premises
Ability to use the installed technology infrastructure for offering other wireless
services

Organizer Online collection of feedback from visitors
Ability to collect online data on visitors’ profile and behaviour in the form of
anonymous statistics
Dynamic segmentation of visitors based on their profile and behaviour
Ability to collect data on exhibitors’ performance
Better management of exhibition space and people
Effective marketing and management of exhibitions using the statistical data
produced by mEXPRESS

Exhibitor Access to anonymous data on visitors’ profile, preferences and behaviour in
order to improve their understanding of their customers
Effective targeting and promotions
New channel for promotions and offer making
Possibility of applying dynamic pricing mechanisms based on real-time
statistics

Visitor Effective spotting of suppliers/products of interest
Efficient navigation in the exhibition hall space
Load-saving from transferring material in digital rather than paper format
Increased convenience in the overall visiting experience

Table IV.
Expected benefits for the
key players in the
exhibition industry

Figure 2.
Reference BM of the
exhibition industry
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technology innovation on the current BM’s elements have been specified and are
briefly described in Table V.

Step 3: identify missing roles. The roles identified in Step 1 have been found
inadequate to supply the competencies needed to support the mobile application. More
specifically, the need for one or more new player(s) accomplishing the following groups
of activities was recognized:

. Infrastructure installation and maintenance, including functions for defining the
requirements for, installing, and maintaining the networking and positioning
infrastructure, as well as any other hardware required to support the mobile
mediation platform.

. Software configuration and support, including functions for configuring and
administrating the mobile software application.

. Content syndication, management and delivery. Syndication refers to “selling the
same information to many different customers, packaging it with other offerings
in uniquely valuable ways, and then redistributing it” (Werbach, 2000). In this
case, syndication concerns packaging the information produced, such as
statistical reports, with other offerings, such as visitors’ profiles, and then
customizing it to the requirements of different users such as exhibitors and
organizers.

Step 4: define scenarios for alternative BM configurations. Based on a diverse
distribution of responsibilities and roles between the existing and/or new players, a
number of change options, considered hereinafter as scenarios, were generated. Simply
defined, a scenario is a description of a possible or probable future for either an
organization or a whole industry (Bloom and Menefee, 1994). Scenarios can be quite
broad in scope, thus describing actors, market trends and pricing strategies, and
aiming at guiding future organizational strategies, policies and activities. Scenarios are
not forecasts or predictions. They are only possibilities of the future (Van der Heijden,
1996). Based on scenarios, decision- and strategy-makers are able to better formulate
their innovative business ideas in future environments.

The scenarios that are described hereinafter concern alternative configurations of
players belonging in the exhibition industry, but also in the ICT industry for
commercializing the mobile exhibition guide in the future. These scenarios have been
defined in a number of brainstorming sessions with the participation of all project
participants and structured interviews with key actors and domain experts of the
exhibition industry. Based on this analysis, two final scenarios were developed for
further consideration:

(1) The market maker (MM) scenario. This scenario concerns the development of a
partnership between an independent body – a third party – and one or more
hall owners, playing in common the role of the mobile exhibition service
provider (m-ESP). These two bodies make some sort of partnership (most likely
an outsourcing agreement) to jointly provide mobile exhibition services. They
then provide the service to exhibitions. Organizers, in turn, can provide the
service to exhibitors that typically pay an increased booth rental price and are
in turn able to provide value-added services to visitors.
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Major effects of the mobile
application Description of changes on BM elements

Enhanced value proposition For organizers: facilitation of exhibition management and collection of
value-added data, such as the location data for persons within the
exhibition
For exhibitors: extending promotional effectiveness during and after
the exhibition by targeting their customers; ability to collect
anonymous data from organizers on visitors’ behaviour
For visitors: ability to control the push of information and advertising
material; receiving contextual information based on their location and
interests

Redefinition of market scope The services offered by the mobile application are anticipated to target
more technology-familiar visitors as well as exhibitors belonging to
high-tech industries

New actors/roles and
redistribution of
responsibilities

The installation and operation of the mobile software and
infrastructure require some special capabilities that none of the
existing players possesses. Therefore, there is a need for new roles
being responsible for the technical and operational management and
support of the mobile platform

Redefinition of relationships As the roles and responsibilities are redistributed between the existing
and the new players belonging to the exhibition or the ICT industry,
new types of partnerships or inter-organizational relationships are
expected to develop

Increase of actors’ capabilities
and assets

Hall owners: obtain an advanced infrastructure to be used for the
provision of the mobile exhibition services and other location-based
services
Organizers: acquire access to a pool of anonymous data regarding
visitors and exhibitors
Exhibitors: request and gain access to a segment of these data, which
is useful for assessing their performance in the exhibition and
improving their future appearance
Visitors: acquire an additional capability for managing their visit

New cost structures and
revenue streams

The cost of providing the mobile application is charged to the actor
who buys the technology and service platform and provides it or rents
it to other service providers. The main parameters of this cost are: the
cost of software development and support; and the cost of hardware
purchase, installation and maintenance. Further cost parameters
include the cost of providing the service and supporting the actors
who use it. To balance this cost, new revenue sources appear, such as
increase of fixed price paid by exhibitors for the booth rental, increase
in ticket price paid by visitors, sponsorships, price of special mobile
advertising services for exhibitors, and price of information to
exhibitors or third parties

New way of conducting key
activities

Several key activities and market processes of the current BM are
subject to change as a result of their delivery through the mobile
platform. Specifically, the preregistration and registration processes
are conducted via laptop or PDA from anywhere at any time.
Customer requests are sent in real time through either visitor’s PDA or
exhibitor’s laptop. Promotions and advertising are also made online
and in real time, while the online collection of data and feedback
replaces the time-consuming process of market research during and
after the exhibition

Table V.
Effects of the mobile
application on the BM of
the exhibition industry
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(2) The full service provider (FSP) scenario. According to this scenario, the overall
responsibility for both technology infrastructure support and service provision
and management belongs to the hall owner, who usually also acts as exhibition
organizer. Hall owners acquire the mobile exhibition guide service package
(including technology infrastructure and software) from its developer; however,
they do not enter into a formal partnership with them.

Drawing on the firm and industry-specific factors that were identified in the discussion
of the contingency approach in the previous section, Table VI outlines contingencies
for the dominance of each scenario.

Step 5: analyze the key elements of alternative BMs. The above scenarios describe
alternative configurations (players and relationships) that could support the
commercialization of mobile services in the exhibition industry. As such, they lay
the groundwork for exhibition players, mainly exhibition centre owners and
organizers, to think about alternative business ideas (models) and, under the conditions
of each scenario, about how to achieve their strategic objectives. Each scenario can lead
to the development of one or more alternative BMs by assigning real-world
organizations to the scenario’s actors and discussing in detail issues regarding the
value proposition of each actor, the partnerships developed among all actors, the key
resources contributed by each, their revenue-sharing agreement, etc. Hereinafter, due
to space limitations for analyzing a set of alternative BMs implementing each scenario,
the paper has focused on formulating two general but representative BMs, naming
each one based on the scenario it implements. Only the major differentiation points of
these BMs are described in the paper. Nevertheless, the following is a quite complete
list of attributes, considered as differentiation points, which were analyzed, when
describing the two alternative BMs in the mobile case study (mEXPRESS D6.1, 2003):

. key players and distribution of roles and responsibilities;

. core competence of each player in terms of valuable resources and capabilities;

. value network depicting the key players’ relationships in terms of revenue and
communication flows;

. value proposition of each player to the network as well as to the end-user;

. revenue model in terms of main revenue sources and the revenue sharing
agreements among the key players; and

. critical success factors (CSFs) for the BM implementation.

Conditions favouring the MM scenario Conditions favouring the FSP scenario

(a) High degree of competition (a) Monopolistic or oligopolistic markets
(b) Transaction costs are lower than the costs of
providing the service based on internal skills/
resources

(b) Transaction costs are higher than the costs of
providing the service based on internal skills/
resources

(c) Large number of private exhibition organizers (c) Few private or public exhibition organizers
(d) Organizers follow a differentiation strategy
through the provision of value-added services

(d) Organizers follow a cost-leadership strategy
under the concern of providing low-priced
services

(e) Organizers are separate entities from hall
owners; hence they lack infrastructure assets

(e) Organizers own their own exhibition centre,
thus possessing additional assets

Table VI.
A contingency approach

for the new BM of the
exhibition industry
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Exhibitors’ and visitors’ roles remain the same in both BMs. However, the two BMs
imply different roles, and hence different competencies, regarding hall owners and
exhibition organizers. Specifically, the MM BM includes a new third party that enters
the exhibition industry value system through a partnership with a hall owner. In this
BM, the concerned hall owner does not have the competence required to provide the
mobile exhibition guide on its own, and thus the whole BM is based on a strategic
alliance signed between the third party and the hall owner for the purpose of delivering
value-added mobile services to the hall owners’ clientele. Conversely, the FSP business
model involves a hall owner of dominant strategic position, which either possesses, or
is willing to obtain and develop, the resources and capabilities required for providing
the mobile exhibition guide on its own.

The cost factors characterizing both BMs are identical and involve a once-only
implementation cost for the wireless networking and positioning infrastructure, as well
as a once-only purchase cost for the software, including costs for administration and
support services. However, while the MM business model is based on a
revenue-sharing agreement between the third party and the hall owner, who jointly
act the new roles of the m-ESP, the FSP BM is financially dependent on an investment
made by hall owners for providing value-added services. Each revenue model has of
course different implications for the level of investment required, the impact on final
prices for exhibitors, the time required to provide the service, and the risk involved
with implementation and market success.

Step 6: estimate the impact of technology innovation on the external environment.
The impact of the proposed BMs for the commercialization of the mobile exhibition
application was specified in terms of a number of direct or indirect effects brought to
bear on the exhibition industry and mobile emerging market based on Porter’s five
forces model (Porter, 1985). Thus, the following changes on the exhibition industry
structure were noted: introduction of technology firms in the role of advanced
exhibition service providers, enhancement of exhibition services with innovative
features, thus increasing barriers to entry by new players, increase of organizers’
bargaining power over exhibitors, rising interest by players in the horizontal value
chain (complementors or competitors) in offering complementary services (e.g. access
to internet provided by Wireless Internet Service Providers, on-request access to
historical data about the exhibition industry provided by an Exhibition Association).
The implementation and use of a mobile exhibition guide is also expected to contribute
to the growth of the mobile market by enhancing the public’s familiarization with
wireless and mobile technologies and applications, encouraging development of more
advanced mobile applications targeted to the public, and enforcing the role of service
and technology providers over the dominant mobile network operators.

Conclusions and managerial implications
This research has presented a methodology for BM change under the light of
commercializing a mobile technology innovation targeted to the players of the
exhibition industry. The methodology has been largely based on the identification of
scenarios prescribing alternative configurations for BM development. The
methodology is complemented by a contingency approach that guides the selection
of the scenario that better suits the internal and external environment of a company.
The methodology continues to the detailed description of one or more BMs,
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corresponding to innovative business ideas, in terms of specifying real-world players
for the defined structure (scenario) and analyzing the dynamic elements of their
relationships (e.g. value proposition, revenue flows, negotiation power).

The research on BM evolution, further to its internal contribution in the BM
research area, and more specifically to the area of changing methodologies, has also
yielded considerable implications for practitioners in the business field. The proposed
BM methodology targets operating managers who work in sectors facing increased
challenges from technology innovation. The ultimate utility of this methodology is as
roadmap for leading change in the value-creation logic of a firm taking advantage of an
advanced technology solution. By continuously changing their BM, and identifying
new ways to deliver value to their customers, firms aspire to obtain and sustain a
competitive advantage. Managers that can better specify their BM evolution can also
assure a better competitive position for their firms in high-velocity environments.

Apart from using the proposed methodology for leading change and keeping the
firm ahead of competition, the suggested scenario-based methodology can be used by
managers as a strategic tool in their decision-making process. In a highly dynamic and
volatile environment, managers are frequently faced with the need to take quick, but
prudent decisions regarding their company’s actions in the short- or even long-term
time horizon. In such organizational settings, managers can use the methodology for
building and assessing scenarios, which reveal opportunities and threats for firms’
performance, fostered by evolution in the BM map of their sector.

Future research
On the theoretical side, there is ample space for more elaboration of the findings of this
paper as well as further research in BMs’ correlation with other scientific disciplines.
Research on BMs has lately started to fuse with research in related disciplines, most
notably theories of strategy and organizational development. We expect that related
theories, such as the theory of industrial organizations and the theory of network
economics, also need to be examined under the light of BM change to identify and
cross-validate factors that contribute to the design and assessment of BMs.

On the practical side, further research could be directed towards extending and
enriching the results presented in this paper with a financial analysis made on each
scenario. Although such analysis will have limited theoretical utility, as it is of course
expected that cost-benefit analyses will be heavily dependent on the unique
characteristics of each case and cannot be easily generalized, it is important to note the
relationship between theoretical strategic perspectives and organizational financial
concerns. As mentioned earlier, the case study discussed in this paper is being
concurrently developed in Greece and Finland. One of the imminent steps of the case
study is to explore the scenarios developed under the peculiarities of the exhibition
industry in each country. The findings are expected to yield important further
validation data on the contingency model presented earlier.
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Abstract

Purpose – This empirical study aims to examine an organizational response to the needs of
e-business, virtual organization, and associated determinants of its successful adoption in the
Taiwanese electronics industry.

Design/methodology/approach – The research examined a large sample of Taiwanese electronics
companies. A research population of Taiwanese electronics companies was drawn from firms listed on
both the TAIEX and the OTC markets and included 305 firms. Questionnaires were sent to firm
administrators who were asked the degree to which the company had undertaken virtual
organizational structuring that was enabled by information technologies.

Findings – The findings of this research reveal significant impacts of individual and organizational
factors, but no effect for environmental variables on virtual organization adoption.

Research limitations/implications – While the results might provide clues for understanding the
adoption of virtual organization structure in the manufacturing sector, there still remains uncertainty
in generalizing to service industries. The variety of types of service firms and their outputs makes any
generalization to services from this study difficult.

Practical implications – First, information technologies may provide the potential means to
implement innovative organization structures, such as virtual organization, to respond to the
pressures of change. Second, the adoption and diffusion of virtual organization might transform firms
to meet the demands of e-commerce.

Originality/value – The study identifies factors which may impact on the successful use of
information technologies to implement innovative organization structures, such as virtual
organizations, to respond to the pressures of change.

Keywords Virtual organizations, Innovation, Communication technologies, Taiwan

Paper type Research paper

Introduction
Recently, many firms have adjusted their organizational structures in response to the
needs of e-business. Organizational structure change, namely altering “the formal
allocation of work roles and the administrative mechanisms to control and integrate
work activities including those that cross formal organizational boundaries” (Child,
1972, p. 2), is central to organizational change management. However, surprisingly few
studies have examined whether and how firms respond to environmental changes such
as e-business, through structural innovation.
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Virtual organization, as an important form of structural innovation, is a
combination of geographically distributed, functionally and culturally diverse
entities (persons and/or organizations), which are devoted to achieving a collective
goal by pooling their core competencies and resources. Despite its diffuse nature, “a
common identity holds the organization together in the minds of members, customers,
or other constituents” (DeSanctis and Monge, 1999, p. 693). The members in a virtual
organization are dependent upon information technology (IT) for the coordination of
their activities. The result of a virtual organization is a firm without walls (Galbraith,
1995) that acts as a collaborative network of workers, regardless of spatial and
temporal diversification (Hedberg et al., 1997).

Virtual organizations have become the emerging logical organizational form when
implementing business-to-business (b-to-b) e-business (Black and Edwards, 2000).
Applying advanced IT, this new organizational form is highly adaptive, and well
suited to changing and uncertain environments. With the establishment and
development of the internet and world wide web since 1994, use of network
communications has made it easier for organizations to alter and redesign their
corporate structures (Boudreau et al., 1998). Although the internet enables businesses
and customers to interact more frequently and conveniently, its most significant
potential advantage lies in b-to-b coordination applications (Hsu et al., 2003).
Strategically, the internet is not merely a new medium of communication enabling new
and effective corporate processes, but it can also increase firm profits by reducing
transaction and operating costs. The new form of corporate coordination among firms
that has arisen from the adoption of these innovative IT-enabled organizational
structures leads to institutional isomorphism within the industry (Arndt and Bigelow,
2000). Facing a competitive environment based on e-business, organizations sometimes
change their structures radically or innovate using new structures to establish a
competitive marketplace advantage.

This investigation conceptually and empirically addresses the adoption of virtual
organization as a form of structural innovation in the Taiwanese electronics industry
in response to the advent of e-business. This study differs from previous structural
innovation research in two respects. First, rather than considering the new
organizational form as a passive response to the environmental change, this work
views structural innovation as an active process undertaken by the firm to meet
consumer needs. It also views IT as both a set of tools and a source of environmental
pressure for change to enhance structural innovation capabilities. Second, the potential
determinants of virtual organization adoption are divided into individual,
organizational, and institutional influences to analyze separately the effects on the
adoption behavior (Damanpour, 1991).

Virtual organization as a form of structural innovation
From an organizational adaptation perspective, innovation refers to the “adoption of an
internally generated or purchased device, system, policy, program, process, product, or
service, that is new to the adopting organization” (Damanpour, 1991, p. 556). As used in
this study, innovation means structural innovations undertaken by organizations.
When facing changes, adopting and diffusing structural innovations is a generic form
of administrative innovation undertaken to respond to environmental pressures
(Kimberly and Evanisko, 1981). Structural innovation, including organizational
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restructuring, aims to “increase the efficiency and effectiveness of management
through significant changes in organizational structure, often accompanied by
downsizing” (Bowman and Singh, 1993, p. 6). In this study, structural innovation
describes significant and creative structural changes that address the changing
environment and competition (DiMaggio and Powell, 1983; Zajac and Kraatz, 1993).

In the information age, a number of innovative organization structures have been
proposed by commentators or adopted by industrial organizations. Among these are
process-based structure, modular structure, virtual organization components,
vertically integrated electronic organizations, and virtual organizations.

Process-based structure
In research applying IT capabilities to accomplish business process redesign (BPR),
Davenport and Short (1990) examined the relationship between IT and BPR and
proposed a process-based structure to:

. redesign boundary-crossing, customer-driven process; and

. generate process or operations innovation involving IT.

Manufacturing organizations adopt process-based structures along operational lines,
effectively completely abandoning function, product, or geography. Since this
structure cuts across departments within the organization, both high-level and wide
support for new processes is required. Moving from a functional structure to an
IT-enabled, consumer-oriented, process-based structure, Apple Computer adopted a
version of this new informal hierarchy during the 1990s.

Modular structure
Daft and Lewin (1993) and Lewin and Volberda (1999) argued for the need to loosen
organizational structure in response to radical changes. The concept of modular
structure design is based on standardized component and cooperative interfaces.
Modular structure, which is said to “create information structures that provide the glue
that holds together the loosely coupled parts of a modular organization design”
(Sanchez and Mahoney, 1996, p. 63), can continuously change and solve problems
through learning and self-organization. A firm adopting the modular structure to
coordinate R&D processes can connect the resources and competencies of associated
organizations to respond flexibly, promptly, and cheaply to dynamic changes. This
structure has the characteristics of:

. reducing hierarchical power and management;

. designing flexible, loose, and decomposable structures; and

. generating innovative and differentiated products, and also integrating
organization strategies, knowledge, and learning.

Airbus Industrie offers a well-known example of modular structure adoption. The
wing, nose, and tail of an airplane allow many components to be leveraged by the
building of multiple fuselage modules at different contractor locations to build a range
of aircraft.
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Virtual component
To reduce transaction and inventory costs, organizations can establish components or
departments that do not actually exist within the organization (Lucas and Baroudi,
1994). Outside suppliers form virtual components to organizations by using electronic
data interchange (EDI) and overnight delivery systems. FedEx’s eShipping system
offers a good example of the real-world application of virtual components. To ensure
timely delivery of parts or raw materials to the firms, FedEx adopts a unique range of
eShipping tools that allow firms to efficiently prepare shipping documentation and
trace shipments from the office. FedEx provides the power to control shipping
activities through customized delivery solutions.

Vertically integrated electronic organization
Manufacturing firms can combine the use of virtual components and vertical
integration by adopting vertically integrated electronic structures (Lucas and Baroudi,
1994). Focusing on the inter-organizational control and collaboration, this structure has
properties of flexibility and production cost reduction that diminishes the risk and
uncertainty of environmental and technological change. This structure may be
implemented when there are:

. significant power imbalances between organizations; and

. high dependency on EDI communication.

Toyota Motors and its parts suppliers are an example of a vertically integrated
electronic organization. Toyota has the power to demand that its suppliers
communicate by EDI and open up their own master production scheduling (MPS).
Since it has the priority to provide parts by modifying supplier MPS, Toyota includes
its suppliers in its inventory warehouse, and thus minimizes parts production and
inventory costs.

Virtual organization
A virtual organization is “a collection of geographically distributed, functionally
and/or culturally diverse entities that are linked by electronic forms of communication
and rely on lateral, dynamic relationships for coordination” (DeSanctis and Monge,
1999, p. 693). The more organizations can provide goods independent of location and
time limit, the more successful they will be in the global marketplace. Virtual
organizations are combinations of multiple independent organizations separated by a
broad geographical distance, which are committed to achieving aggregated goals by
pooling their resources and competencies. They are also responsive to the market and
customers (Davidow and Malone, 1992). Virtual organization characteristics include:

. multiple locations, which may cause problems related to culture and language
differences;

. devolution of organizational power and responsibilities;

. acceptance of, or eagerness for, organizational change; and

. cooperation and synergy among organizations (Shao et al., 1998).

Numerous companies, including Motorola, Xerox and Wal-Mart, have successfully
adopted virtual organizations during the past decade. Virtual organizations have three
key advantages:
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(1) Adaptability and flexibility.

(2) Dependence on federation.

(3) Spatial and temporal independence (Boudreau et al., 1998).

Limitations of the virtual structure include a lack of physical equipment, and
incomplete knowledge communication (Koch, 2000).

Virtual organization operationalized: the case of Taiwan Semiconductor
Manufacturing Company
Taiwan Semiconductor Manufacturing Company (TSMC), the largest Taiwanese
integrated circuit (IC) firm, is a representative and innovative example of the use of
virtual organization (Chang, 2003). The establishment of TSMC in 1987 represented the
beginning of the semiconductor foundry industry. According to Macher et al. (2002),
the process of vertical specialization in the semiconductor industry, which led to
foundries like TSMC, began prior to the advent of e-business. However, the internet
appears to be accelerating the process as a catalyst for such change.

TSMC reported annual sales of over US$ 4 billion in 2002, and employs over 15,000
professional workers worldwide. In 1996, facing an unstable environment and fierce
global competition, TSMC decided to integrate traditional b-to-b communication tools,
such as letters, faxes, express deliveries, telephone calls, and meetings, and
implemented its virtual foundry.

The virtual foundry, as the essence of the TSMC virtual organization, is a suite of
web-based applications that provide customers real-time information on wafer design,
engineering, and logistics. The systems allow customers to monitor key information
through online access to electronic supply chain management (SCM), such as purchase
orders, wafer in progress (WIP) reports, and so on. Introducing the virtual foundry,
TSMC’s web site explains that the system allows its customers to immediately
understand the situation of wafer fabrication, assembly and testing. All information
are updated once in every three days to three times a day. The virtual foundry includes
[three?] major b-to-b e-business services: SMC-Online, TSMC-YES (Yield Enhancement
System), and TSMC-Direct.

SMC-Online is the center of the virtual organization at TSMC. TSMC’s customers
were the first in the industry to access a secure online business transaction and
information delivery system that allows them to follow their wafers through each step
in the production cycle. In addition to serving as a design portal that offers an
interactive view of prototypes, TSMC-Online also permits customers to:

. realize the virtual foundry vision and enable them to focus on their core
competency;

. cover the complete foundry service life cycle and design/engineering/logistics
collaboration; and

. have access to the lot’s status and a full selection of up-to-date technical
documents and information.

TSMC customers who use TSMC-YES can perform yield enhancement analyses from
their workstations anywhere in the world using exactly the same tools, data, and
models as those employed by TSMC engineers. The main customer benefits from
TSMC-YES include:
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. enabling customers to analyze process data from TSMC for yield monitoring and
analysis;

. facilitating new product ramp-up as well as production yield enhancement;

. effectively communicating with TSMC by using the same analysis tool; and

. integrating with TSMC-Online through added engineering capabilities.

TSMC-Direct is a system-to-system integration between TSMC and business partners
to form a mission-critical virtual organization. The result is a virtual merger that
seamlessly connects process and information systems. Main customer benefits from
TSMC-Direct include:

. business process integration that promotes collaborative interactions;

. reduction of customers’ inventory levels, cost and order processing cycle time;

. secure, timely and reliable information exchange; and

. near real-time availability of information associated with customers’ wafers and
better visibility into the entire supply chain.

Adoption of the virtual organization as structural innovation
The limited literature on virtual organization adoption has focused on the use of
electronic communication and the trust among entities of virtual organizations. Both
are critical aspects of the success of implementation of the structure.

Communication in a virtual organization is expected to be rapid in response to
various consumer needs (Davidow and Malone, 1992). This also implies that
communication in a virtual organization is likely to be changeable and unstable over
time (Joyce et al., 1997). DeSanctis and Monge (1999) considered that electronic
communication may be useful in the successful adoption of virtual organization in four
major aspects:

(1) Highly dynamic processes.

(2) Contractual relationships among members of virtual organization.

(3) Edgeless boundaries.

(4) Reconfigurable structures.

Writers have also examined the role of trust in implementation of the form. Harrington
and Ruppel (1999) suggested that trust among members would help the adoption and
development of virtual organizations located in several countries. In theory, trust based
on knowledge and identification is the highest level of trust. However, trust
development in a virtual organization also faces challenges because it is hard to
evaluate members’ trustworthiness without ever having seen them (McDonough et al.,
2001; Powell et al., 2004).

Besides communication and trust issues, literature on virtual organization adoption
also addresses the relationship between employee training and performance (Van
Ryssen and Godar, 2000). Training of employees has been found to foster individual
satisfaction and virtual organizational goals (Suchan and Hayzak, 2001).

Unfortunately, these studies offered no empirical survey in supporting the potential
determinants of virtual organization adoption; furthermore, there remain some
important variables that are not discussed in the literature. Since there is limited
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research on virtual organization adoption, hypotheses of this study must be framed
from the more general literature on structural innovation.

Studies have examined structural innovation in organizations from varying
perspectives. Tushman and Nadler (1986) indicated that innovation includes new
products, services or manufacturing processes adopted by firms while, from an
organizational perspective, innovation is defined as the “adoption of an internally
generated or purchased device, system, policy, program, process, product, or service
that is new to the adopting organization” (Damanpour, 1991, p. 556). From an
organizational adaptation perspective, as used here, innovation refers to the individual,
organizational and environmental factors related to technological and administrative
functions. Adoption of structural innovations is an administrative innovation
(Kimberly and Evanisko, 1981; Arndt and Bigelow, 1995). In examining corporate
restructuring, Bowman and Singh (1993) classified three modes of restructuring:
business portfolio restructuring, capital structuring change, and organizational
restructuring. Structural innovation is directly related to organizational restructuring,
which is intended to “increase the efficiency and effectiveness of management teams
through significant changes in organizational structure, often accompanied by
downsizing” (Bowman and Singh, 1993, p. 6).

In this study, structural innovation refers to significant and innovative changes in
organizational structure in response to changing environmental conditions and
intensifying competition (DiMaggio and Powell, 1983; Zajac and Kraatz, 1993).
Innovation or structural changes may result from the pressure of internal and external
sources of organization (Arndt et al., 1999).

Research hypotheses
In the electronics and computer industries, IT-enabled innovative structures, especially
those related to virtual organizational structure, are well developed and practiced
worldwide. The advantages of virtual organization include increased flexibility and
competitiveness, access to new organizational activities and new consumer
relationship management, and the ability to pursue global corporate alliances and
collaboration (Estallo, 2000; Black and Edwards, 2000). During the last decade,
numerous scholars have sought to identify influences on innovation capacity. These
scholars have continuously scrutinized the determinants of innovation activities.
Addressing three important sources of individual, organizational, and contextual
determinants for inducing managerial innovations (Kimberly and Evanisko, 1981;
Amabile et al., 1996), many variables have been singled out to test the causal
relationship between variable and structural innovation. These variables represent the
basis of the hypotheses on virtual organization adoption developed in the following
sections.

Individual influences on virtual organization adoption
In research on influences on the adoption of virtual organization, professionalism that
reflects professional knowledge of administrators and other organizational members
has been identified as a determinant of innovation in various industries. Studies have
found administrator education and employee training to be consistent influences on
adoption behavior (Daft, 1978; Damanpour, 1991). Investigating the adoption of
organizational innovation in the electronics and software industries, Romijn and
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Albaladejo (2002) found that internal factors related to organizational innovation
include manager professional background and workforce skill. In their research on
corporate structure as the structural innovation in hospitals, Arndt and Bigelow (1995)
emphasized the positive potential influences of managerial professionalism.

In an information-related industry, every member of an organization is crucial to the
adoption of virtual organization, which may change the daily activities in all positions.

Administrator professionalism is a key characteristic of individuals in positions of
authority, and should explain the success of organizational innovation, whereas the
on-the-job training of employees is expected to support the skills required to adopt
such new organizational structures. Thus, the following hypotheses are suggested:

H1. Administrator professionalism positively influences the adoption of virtual
organization.

H2. Employee training positively influences the adoption of virtual organization.

Organizational influences on virtual organization adoption
The literature on organizational innovation also examines organizational age and size
(Arndt and Bigelow, 1995). However, research on the influences of organizational age
and size on innovation adoption has yielded conflicting conclusions. Some research has
discovered a positive relationship between organizational age and organizational
innovation (Sørensen and Stuard, 2000; Rao and Drazin, 2002), while other studies have
found that organizational age was negatively related to innovation (Kimberly and
Evanisko, 1981).

Innovation behavior may differ among industries. Researchers on organizational
innovation have also found it to have an inconsistent relationship with organization
size. Recognizing that organizational size was positively related to technological
innovation (Goes and Park, 1997), Li and Atuaheng-Gima (2001) found that size did not
influence product innovation in Chinese firms.

Furthermore, electronics firms emphasize management of advanced manufacturing
processes that focuses on increasing efficiency and effectiveness by coordinating all
organizational departments and members (Keogh and Bower, 1997). Process
management concerning departmental coordination and organizational
rationalization reduces excessive product variation (Stevenson, 2002;
Laosirihongthong et al., 2003). Empirical evidence suggests that when organizations
emphasize standardized routines and repeated manufacturing process, they tend to
enhance process innovation (Benner and Tushman, 2002; Benner and Tushman, 2003).
Consequently, process management may be important for electronics firms in
undertaking virtual organization that may rapidly change organizational activities
(Garvin, 1987). Hence, the following hypotheses are suggested:

H3. Organization age positively influences the adoption of virtual organization.

H4. Organization size positively influences the adoption of virtual organization.

H5. The level of process management implementation positively influences the
adoption of virtual organization.
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Environmental influences on virtual organization adoption
Our earlier discussion refers to the direction and degree of virtual organization
adoption at the environmental level. From the perspective of organizational adaptation,
the importance of environmental context for virtual organization has been recognized,
but has rarely been examined empirically (Arndt and Bigelow, 1995; Romijn and
Albaladejo, 2002).

Competition is the first environmental variable indicating the number of major
competitors in the global electronics market (Thomas et al., 1999). More intense
competition is generally considered to lead to technological and administrative
innovation (Kimberly and Evanisko, 1981; Arndt and Bigelow, 2000).

Another crucial environmental variable is financial distress, which indicates the
ratio of firm debts to assets. The greater the debt level of a firm, the more
environmental pressure from external creditors may impact the decision to adopt a
new structure to increase competitiveness, and, to trim and streamline the organization
(Zajac and Kraatz, 1993). More financially distressed organizations may be more
sensitive in acknowledging the need for virtual organization adoption (Bowman and
Singh, 1993). These environmental considerations lead to the following hypotheses:

H6. Level of competition positively influences the adoption of virtual
organization.

H7. Financial distress positively influences the adoption of virtual organization.

Research methodology
This exploratory investigation of the influences on virtual organization adoption in the
Taiwanese electronics industry was undertaken using a survey research design. The
above hypotheses regarding these factors (drawn from three major sources: individual,
organizational, and environmental antecedents) were developed as the first step in the
research process. Variables were operationalized and a survey sample developed.
Survey data were evaluated for their adequacy and the hypotheses were tested using
correlation and regression analyses.

Data and data collection
The research examined a large sample of Taiwanese electronics companies. A research
population of Taiwanese electronics companies was drawn from firms listed on both
TAIEX and OTC markets and included 305 firms. Questionnaires were sent to firm
administrators who were asked the degree to which the company had undertaken
virtual organizational structuring that was enabled by ITs. Additional questions were
also asked covering the professionalism and on-the-job training of firm employees, firm
reputation, and the firm’s collaborative relationship with other companies in the same
industry. In the survey, questionnaires were sent to the CEOs of all 305 electronics
companies identified by post in August of 2003, and 61 were returned. For the 244
unanswered firms, a second mailing of questionnaires was done and 67 were returned
after oral requests by telephone calls. Eliminating incomplete or inadequate responses,
the study yielded a sample of 124 Taiwanese electronics firms. The final response rate
of 41 percent, secured with the help of electronic firms’ public relations officials,
exceeds that of most survey research of this type. Secondary firm data used in this
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study were obtained from the Securities and Futures Commission, Ministry of Finance,
Taiwan, ROC.

Measures
The dependent variable, virtual organization adoption, is the extent to which the firm
has implemented a virtual organizational structure. This variable was measured using
a six-point scale, ranging from 1, indicating “not at all”, to 6, indicating “to a great
extent”. Unlike the binary variable used in the studies of the adoption of structural
innovation in hospitals (Arndt and Bigelow, 2000) and colleges (Zajac and Kraatz,
1993), the six-point scale is suitable for the electronics industry because most
information-related companies have applied IT-enabled structure to some extent in
response to global competition. A binary variable thus is insufficient for measuring
virtual organization adoption in this case.

The independent variables include measures of individual, organizational, and
environmental effects. First, past research has found administrator education and
employee training to consistently influence adoption behavior (Daft, 1978; Damanpour,
1991). These variables were operationalized by years of formal education of
administrators and average hours of annual on-the-job training time for firm
employees.

Second, firm age, size, and process management were considered organizational
factors in this study. Firm age was measured based on the number of years of firm
establishment, and firm size was measured based on the number of full time workers.
Process management included three criteria: total quality management programs
(TQM), ISO certifications, and Six Sigma programs (Benner and Tushman, 2002)
undertaken by the firm. Each criteria of process management was also measured on a
six-point scale: 1, indicated “not at all” and 6, “to a great extent”. The alpha value of
process management in this study was 0.85.

Finally, environmental variables included competition and financial distress. The
former was measured by the number of major global competitors (Kimberly and
Evanisko, 1981). The latter, indicating firm debt level, was examined using the firm’s
debt-to-assets ratio. A summary of the factors examined is given in the Appendix.

Results
Before undertaking detailed statistical analyses to test the hypotheses, a refined
diagnostic procedure for associated data was applied to confirm the adequacy of the
dependent and independent variables (Johnson and Wichern, 1992; Neter et al., 1999).
First, all variables were standardized due to the comparison of suitable units. Second,
normal probability plots, scatter plots, and residual plots were checked to verify the
assumptions of normality, non-multicollinearity, constancy and independence for
regression analysis. The average variance inflation factor (average VIF) and
Dubin-Watson test statistics, which were 1.40 and 1.92, also supported data checking
fitness.

From the correlation matrix in Table I, virtual organization adoption was
significantly correlated with administrator professionalism ðr ¼ 0:45; p , 0:01Þ;
employee on-the-job training ðr ¼ 0:54; p , 0:001Þ; organizational age ðr ¼ 0:47; p ,
0:001Þ; and firm process management implementation ðr ¼ 0:57; p , 0:001Þ: This
finding, which suggested that over half of the independent variables correlated with
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the dependent variable, demonstrated the appropriate choice of antecedents for
structural innovation. However, the lack of significant environmental variables also
demonstrated the weakness of environmental influence on virtual organization
adoption.

In the regression analysis results in Table II, H2, H3, and H5 are confirmed. H2
addressed the importance of on-the-job training provided to organizational members,
which might improve the adoption of virtual organization. Since the IT-enabled
structure presents new operating and communicating activities utilizing new and
continuously changing ITs, training that increases the ability to use those new
technologies is crucial. Such training may also lead to employees with the flexibility to
work in a number of tasks, which is helpful in virtual organization adoption.

H3 indicated the expectation of an influence of organizational age on virtual
organization adoption. As an important organizational variable, age reflects a record of
continuity of an enterprise and was found to be another determinant of virtual
organization adoption in the electronics industry. New entrants are less likely to
innovate their structures, perhaps because they are poorly prepared to respond to the
changing environment. Meanwhile, older firms generally have a record of innovation in
their products, services, and organizational structures to meet market demand and
maintain their businesses. Thus, the evidence here is that more mature firms in the

Variable 1 2 3 4 5 6 7

1. Virtual organization adoption
2. Professionalism 0.45**
3. Training 0.54*** 0.55***
4. Organizational age 0.47*** 0.27 0.19
5. Organizational size 0.26 0.25 0.17 0.24
6. Process management 0.57*** 0.37** 0.39** 0.24 0.16
7. Competition 20.18 20.39** 20.25 20.18 20.24 20.49**
8. Debt 0.10 0.22 0.11 0.08 0.39** 0.04 20.21

Notes: n ¼ 124; *p , 0:05; **p , 0:01; ***p , 0:001
Table I.
Correlation matrix

Virtual organization adoption
Independent variables b t

Individual variables
Professionalism 0.10 0.79
Training 0.30 2.46*
Organizational variables
Organizational age 0.30 2.83**
Organizational size 0.09 0.84
Process management 0.43 3.54***
Environmental variables
Competition 0.22 1.84
Debt 0.01 0.13
R 2 0.58
F 8.49***

Notes: n ¼ 124; *p , 0:05; **p , 0:01; ***p , 0:001

Table II.
Results of regression
analyses for virtual
organization adoption
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Taiwanese electronics industry are more likely than newer ones to implement virtual
organization structures.

Process management, with its philosophy of continuous improvement, was
addressed in H5 and found to be significantly related to adoption of virtual
organization structure. Procedure-oriented process management, which was
considered to enhance process innovation, was positively related to virtual
organization adoption.

Finally, H6 and H7 relating to the environmental influences of competition and
financial distress were not supported in this investigation.

Discussion
Virtual organizational structure has rapidly and widely been adopted and diffused in
the Taiwanese electronics industry when implementing b-to-b e-business. This
investigation of the determinants and consequences of virtual organization adoption
includes three findings. First, most firms studied here apply ITs as a base for building
competitiveness in response to the dynamic global environment. Utilizing IT and its
potential, virtual organization also raises the possibility of diverse b-to-b electronic
commerce and intra-organizational collaboration among firms in different industries.
Facing fierce competition, new organizational structures must be continuously
addressed and improved to adapt to environmental change.

Second, this investigation supports the argument made in previous organizational
research (Arndt and Bigelow, 1995; Sørensen and Stuard, 2000; Damanpour and
Gopalakrishnan, 2001; Benner and Tushman, 2003) that contextual variables influence
innovation activities. This applies specifically in the adoption of virtual organization
structure. The findings report significant effects of certain individual and
organizational factors, but no effect of environmental variables. In addition to the
importance of traditional factors such as managerial professionalism, employee
on-the-job employee training and organizational age, this investigation suggests that
process management implementation plays a crucial role. Since most Taiwanese and
other Asian electronics companies are original equipment manufacturing (OEM)
departments of large Western enterprises, process management, due to its central role
in cost reduction and product control, has become a key competence in the competitive
strategy of these small to medium-sized manufacturing companies. Such organizations
will not be as successful in adopting virtual organization unless they implement the
practice of process management that focuses on increasing efficiency and effectiveness
by coordinating all activities and employees. Process management provides flexibility
for organizations to innovate their structures dynamically provided that each
organizational member holds the philosophy of continuously improving production
techniques. This idea can be applied to most for-profit industries beyond electronics
manufacturers.

Third, the findings suggest no significant effect of environmental variables, such as
competition and organizational debt. By checking the coefficient of competition in the
regression analysis shown in Table II, the evidence ðp ¼ 0:07Þ displayed an
insignificant positive impact of the number of competitors of an organization weakly
influencing the adoption of virtual organization. Counter-pressures from other
environmental forces, as described by Zajac and Kraatz (1993), might provide a
reasonable explanation with forces such as financial stress and political intervention
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likely inhibiting organizational efforts at structural innovation. DiMaggio and Powell
(1983) also argued that, regardless of the demands created by environmental change,
institutional environments often limit an organization’s willingness to implement
structural change despite the potential of such change to increase effectiveness and
competitiveness. The source of this counter-pressure generally comes from
environmental expectations of stability.

Another possibility is that with firms in the Taiwanese electronics industry being
accustomed to facing keen competition and a changing global environment,
environmental variables become indistinguishable between them. Although data
from electronics firms outside Taiwan were not included in this study, we expect our
findings about environmental factors would apply to the same industry in other
countries as well because all electronics firms face a similar competitive situation.

This study also provides valuable information on the electronics industry in general
from its examination of the industry in Taiwan. As key manufacturers that decisively
influence the global market, the Taiwan-based sample may be generalized to the global
electronics industry, where competitors must offer similar capabilities to global
suppliers and customers. It is an industry in which a key characteristic of virtual
organization – that it diminishes the impact of time and distance – is vital given
patterns of operation.

As to whether the findings here on virtual organization adoption may be
generalized to other manufacturing industries, most scholars consider that “[o]ne way
to move toward a general understanding of innovation adoption is through intensive
analysis in one particular sector of the economy” (Kimberly and Evanisko, 1981, p.
691). Although the direct applicability of our results in one industry to others is not
appropriate, this study can help to identify and separate factors that may explain the
nature of the phenomenon in manufacturing settings beyond the electronics industry.

While our results might provide clues for understanding the adoption of virtual
organization structure in the manufacturing sector; there still remains uncertainty in
generalizing to service industries. The variety of types of service firms and their
outputs makes any generalization to services from this study difficult. Relatively little
research has concentrated on service virtual organizations.

Conclusions
This study examines virtual organization adoption in b-to-b e-business in the
Taiwanese electronics industry. Applying ITs to innovate organizational structures,
virtual organization is effective when implementing b-to-b e-business. By investigating
determinants of virtual organization adoption, the findings of this paper reveal
significant effects on adoption efforts of individual and organizational factors, but no
effect for environmental variables examined.

This study also provides important managerial insights concerning the adoption of
virtual organization. First, ITs may provide the potential means to implement
innovative organization structures, such as virtual organization, to respond to the
pressures of change. In fact, organizations in different industries might generate and
evolve various modes of such innovative structures. Applying ITs to innovate
organizational structures represents an effective method for recasting ITs as corporate
tools, rather than environmental pressures.
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Second, the adoption and diffusion of virtual organization might transform firms to
meet the demands of e-commerce. Coping with the challenge of change and
competition, organizations must sometimes undertake structural innovation when
their strategic situation changes. Managers should keep themselves informed
regarding the latest developments in technological, organizational and industrial
changes.

This study deals with determinants of virtual organization adoption in the
electronics industry. It is an exploratory study with some limitations. Stemming from a
single case study of TSMC in Taiwan, our virtual organization operation section is
descriptive rather than predictive. There may be some other determinants of virtual
organization adoption not addressed in this investigation; furthermore, cross-industry
and longitudinal investigations were not conducted.

Finally, this study suggests some possible directions for future research. First, we
are still in the early stage of exploring virtual organization and more successful cases
remain to be collected and analyzed to better understand these organizational
structures. Research is also needed to paint a clearer picture of the potential
determinants of successful adoption of virtual organizations in the changing
environment.
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Appendix. Study measures
Dependent variable: virtual organization adoption:

. Relative to your principal competitors, please indicate the extent to which your firm
undertakes virtual organizational structure.

Independent variables:

. Professionalism: How many formal educational years does your firm’s CEO have?

. Training: How many average hours of annual on-the-job training time for your firm’s
employees were given last year?

. Organizational age: How many years were there since your firm established?

. Organizational size: How many full-time workers are employed in your company?

. Process management: Rate your firm relative to its major competitors over the last three
years on the extent to which it has:

– implemented total quality management (TQM);

– owned the number of ISO quality program certifications; and

– advanced six sigma programs.

. Competition: How many major global competitors does your firm face?

. Debt: Please indicate the ratio of firm debts to firm assets.
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Book review

Charging Back up the Hill:Workplace Recovery after Mergers,
Acquisitions, and Downsizings
Mitchell Lee Marks
Jossey-Bass Publishing
2003
ISBN 0-7879-6442-5
US $27.95
Review DOI 10.1108/09534810510589606

In an economy that places a premium on speed, classic corporate thinking often
dictates that the quickest way to add products, channels or customers is to acquire
rather than to build internally. Not surprisingly, worldwide Mergers, Acquisitions and
Downsizings (“MADness”) are at an all time high. In the past five years, it is estimated
that at least 9,500 deals were announced in the United States. Deal volume during the
historic merger and acquisition wave of the years 1995 through 2000 totaled more than
$12 trillion (Colvin and Selden, 2003, p. 5). However, only 20 to 25 percent of mergers
and acquisitions turn out to be winners. Another 30 to 40 percent clearly fail, and the
rest fall somewhere in between (Krattenmaker, 1999, p. 3). The majority of business
combinations never produce the anticipated value, with increasing numbers ending in
the business equivalent of divorce, break-up or spin-off. In fact, most organizations that
downsize fail to realize long-term cost savings or efficiencies beyond the cuts,
necessitating multiple waves of layoffs and restructuring (Marks, 2003, p. 11).

The world’s biggest, most successful companies, advised by highly educated Wall
Street investment bankers, are leaders of today’s failed mergers, acquisitions and
downsizings. A recent example is the acquisition of Sterling Drugs by Eastman Kodak.
This deal was done because some analysts at Kodak headquarters figured, “We use
chemicals in processing film, and they use chemicals in making drugs–hey, that’s
synergy!” (Marks, 2003, p. 57). There proved to be no synergy between the firms, and
Kodak eventually divested its interest in Sterling, resulting in a financial loss. In light
of such dismal performance by the “experts”, can the success rate be improved? Is this
process an opportunity for those in leadership to challenge their current thought
process? Faulty strategy and economic forces are regularly blamed for the dismal
performance, but if you trace the causes back to their roots, people issues often figure
prominently in the failure of reorganization (Donahue, 2001, p. 3). The need for senior
managers to challenge their own ways of thinking about these transactions is at the
center of Mitchell Marks’ book.

By challenging the common beliefs of executives in the business community, Marks
builds a strong case for the need to pay attention to more than financial statements
while the MADness is occurring. “Organizations are nothing but people, so to achieve
organizational objectives, executives need to acknowledge human realities” (Marks,
2003, p. 57). When it comes to putting two companies, divisions or business units
together, is it as easy as snapping Legow pieces together? MADness is not child’s play,
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and should take a much broader approach, allowing for, what Marks calls, “workplace
recovery” to take place.

Workplace recovery is about “helping employees let go of the unintentional pain
and consequences they experience during and after transitions while simultaneously
helping organizations use transitions as opportunities to build new and better
workplaces” (Marks, 2003, p. 56). For employees to move toward this recovery, they
need two levels of intervention: organizational transition and individual adaptation
(Marks, 2003, p. 57).

For years corporations have moved through organization MADness with more
thought given to the financial result of the changes than the effect it will have on
their workforce. The people-based statistics, i.e. retention rates, forced and
voluntary severance packages and job eliminations, are often camouflaged on the
corporate balance sheet as “one-time write-offs”. Should organizations be concerned
about the need to help those in the organization transition through MADness? As
the author states, “Organizations need people’s hearts and minds, not just their
bones and muscles, to pull away from the pack and capitalize on emerging
business opportunities” (Marks, 2003, p. 24). Dealing with the processual effects of
MADness – or “transition” – is far more critical than change management.
According to William Bridges, “Transition is the way that we all come to terms
with change” (Bridges, 2001, p. 2). Without transition, change is mechanical,
superficial, empty, and does not allow individuals to behave in an authentic
manner (Bridges, 2001, p. 3). Like Bridges, Marks differentiates change from
transition: “Change is a path to a known state: something discrete, with orderly,
incremental and continuous steps” (Marks, 2003, p. 13). On the other hand,
transition “is a path to an unknown state, something discontinuous that involves
simultaneous and interactive changes and the selection of ‘breakthrough’ ways of
thinking, organizing and doing business” (Marks, 2003, p. 13).

Workplace recovery is about “helping employees let go of the unintentional pain
and consequences they experience during and after transitions while simultaneously
helping organizations use transitions as opportunities to build new and better
workplaces” (Marks, 2003, p. 57).

Surprisingly, however, Marks does not address power dynamics. An organization is
composed of executives (tops), who have an overall responsibility for the system; a
group of managers (middles); and several worker groups (bottoms), whose members
work on various project assigned by tops, middles and customers (Oshry, 1995, p. 16).
The dynamic interplay of these relationships creates a power struggle during normal
times, which is amplified during times of MADness. What impact do these power
dynamic have on MADness? Each of these groups has different needs. Tops live in a
world of complexity, bottoms live in a world of invisibility, middles live in a world of
tearing, and customers live in a world of neglect (Oshry, 1995, p. 17). During times of
MADness, these dynamics become more visible and create stress at each level. I recall,
during a time of post-merger, meeting with executives and being instructed to create a
list of all disgruntled employees and submit it to the Human Resource department so it
could begin recruiting to replace the discontented employees. Because the sourcing and
recruitment processes take time, the middles were instructed to keep the situation
under control for the short term. The tops had no appetite to deal with the complexity
of either the “change” or the “transition”.
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As I write, doctors at the Children’s Hospital at Montefiore Medical Center in New
York are working to separate conjoined twins Carl and Clarence Aguirre (The New
York Times). The procedure being used is part of a rare, gradual approach to
separating joined twins using a series of operations rather than one multiple-day
procedure. Currently the doctors are in the fourth and final procedure in a series that
has taken place over the last 11 months. Given the slight odds that both babies will
survive this procedure, doctors have taken this new approach realizing, if successful, it
will bring a major breakthrough in medical science. These babies are being separated
so that they can live separately; their survival is at stake. The doctors are aware of the
trauma of such a change and have intentionally decided to take a more gradual
approach to improve the odds of their success. This story illustrates important lessons
for corporate America about its current approach to MADness. Successful mergers,
acquisitions and downsizings take time. When two entities come together, the union
cannot be blended using a microwave, but rather the slow boil of a crock-pot is needed.
The additional time is needed to allow for true workplace recovery and to reduce the
odds of losing good employees.

James Dennis
American University/NTL Master’s Program in Organization Development,

Washington, DC, USA
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A special issue on

Autoethnographic accounts of organizational
change

Proposed Editor: Cindy Bean, PhD, University of South Florida
St Petersburg, College of Business, 140 Seventh Avenue South,
St Petersburg, FL 33701. Tel: 727 553 4997; E-mail:
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Autoethnography is a genre of qualitative sociological research
that is emerging into the research domain of business and
industrial sociology. This special issue attempts to encourage
autoethnographic work in organizational studies; in particular,
to explore organizational change situations from personal,
situated perspectives.

Autoethnography incorporates autobiographical elements into
research, connecting the personal to the cultural through
introspection and analysis of multiple layers of discovery and
awareness of lived experience.

Included in the genre of autoethnography are:

. personal experience narratives (Denzin, 1989);

. personal ethnography (Crawford, 1996);

. self-ethnography (van Maanen, 1995);

. reflexive ethnography (Ellis and Bochner, 1996); and

. autobiographical ethnography (Reed-Danahay, 1997).

First person accounts are common in autoethnography. Often a
multiple and fragmented view of self, and of the situation, is
illuminated through stories and accounts of actions and
emotions – with attention to embodiment, emotion, dialogue
and use of language in meaning-making in interaction.
Increasingly common use of the first person in published
management and organizational studies research indicates
increased acceptance of the self-narrative as a form of research
that contributes to our understanding of organizational life.

Autoethnographic accounts offer a unique perspective; focused
on the inner self within the cultural and social aspects of
experience, these accounts can provide a situated view of
organizational change that other methods cannot capture.

Submissions on the topic of autoethnographic accounts of the
organizational change are encouraged for this special issue.
Manuscripts assessing the use of authoethnographic methods
for studying organizational change are also welcomed.
Suggested topics include:

. Individual accounts or co-constructions of experiencing
moves toward organizational flexibility; structuring for
innovation, project-team structures, self-managing teams,
downsizing, or other organizational changes aligned with
topical issues in organizational life.

. The relationship between corporeality, emotionality, and
organizational change.

. Dualistic narratives of change from both change agent and
organizational member perspective(s).

. Accounts of change agent lived-experience of organizational
change; especially those highlighting gender, ethnicity,
class and cultural differences, and so on.

. Accounts of organizational change from organizational
members (not change agents nor change managers); again,
including accounts highlighting lived experience of
organizational members that illuminate gender, ethnicity,
regionality, and so on.

. When organizational change fails – narratives of change
efforts gone awry.

. ‘‘Corporate perspective’’ accounts of organizational change.

. Critical accounts of organizational change (autoethnographic
perspective).

. Personal accounts of resistance to change.

This list is not exhaustive and other topics are also welcome.
Conceptual, theoretical and empirical articles are equally
welcome. It is anticipated that the special issue will be
published in late 2007.

Due date: Submissions should be received by November 1,
2006.

Special issue editor
The editor for this special issue ‘‘Autoethnographic accounts of
organizational change’’ for JOCM is Cynthia Bean, PhD at the
University of South Florida St Petersburg, College of Business.
Submissions should be sent by e-mail or hard copy-and-diskette
to: Cynthia J. Bean, PhD, College of Business, University of South
Florida St Petersburg, 140 Seventh Avenue South,
St Petersburg, FL 33701. E-mail: cjbean@stpt.usf.edu;
Tel: +1 - 727 553-4997.

Questions about this special issue, including expectations,
requirements, appropriateness of topic and the like can be
directed to Dr Bean at the above contact points.

Submission guidelines: Information for contributors to JOCM can
be obtained from http://dandini.emeraldinsight.com/
vl=1300285/cl=45/nw=1/rpsv/jocm.htm

Submissions must adhere to the requirements of the style guide
for authors of JOCM. All submissions will be subject to double
blind review per the journal review policy.
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