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Topic 3 


The External and 


International Management 


Environments 
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Learning Objectives 


This chapter will: 


 Discuss how changing organisational 


environments influence managers and 


organisations 
 


 Describe the components of external 


organisational environments 
 


 Discuss how organisations can become more 


responsive to stakeholder expectations 
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The Organisation’s Environment 


 External environment: Everything outside an 


organisation that might affect it 
 


 General environment: The set of broad 


dimensions and forces in an organisation’s 


surroundings that create its overall context 
 


 Specific environment: Specific organisations 


or groups that affect the organisation 
 


 Internal environment: The conditions and 


forces within an organisation 
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The Organisation and its Environment 


Davidson, Simon, Woods & Griffin 2009 p145 
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The General Environment 


 Economic dimension 
 


 Technological dimension 
 


 Political-legal dimension 
 


 Socio-cultural dimension 
 


 International/Global dimension 
 


 Impacts are often vague, imprecise and long term 
 


 On the whole organisations cannot influence their 
general environment 
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How Do Changing Environments 


Affect Organisations?  


 Systems theory of organisations 


 Systems theory sees an organisation as a set of 


interrelated parts  


 The parts function together to achieve a common purpose. 


  An organisational system has five components:  


– Inputs - material, human and informational resources 


– Transformation process - activities used to transform inputs 


into outputs  


– Outputs - organisational products 


– Feedback – about the outputs 


– The environment - provides feedback 
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A Systems View of Organisations 
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Organisations as Systems 


Organisations function as open systems 


 They are influenced by the environment, and 


 They interact with their environment 


 Changing environments create uncertainty 


 Environmental uncertainty - how well managers can 


understand or predict the changes and trends in the 


environments affecting their organisations 
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What Determines 


Environmental Uncertainty? 


Three aspects of the 


environment determine how 


uncertain the environment is: 


 Dynamism - the rate and 


predictability of change in the 


organisation’s external 


environment 


– Dynamic environment – quick 


changes 


– Stable environment – changes 


occur slowly 
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What Determines Environmental 


Uncertainty? (cont.) 


 Environmental complexity - determined by the number of 


external factors affecting the organisation 


– Simple environments – few factors 


– Complex environment – many factors 


 


 Resource availability – How abundant are critical 


resources in an organisation’s external environment 


–  Abundant resources – plenty of resources 


– Scarce resources – few resources 
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simple environment                  


+ plentiful resources             


+ slow change                       


= low environmental 


uncertainty 


What Determines Environmental 


Uncertainty? (cont.) 


complex and dynamic environment                              


+ scarce resources                        


+ quick change                              


= high environmental uncertainty 
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How Does Environmental 


Uncertainty Impact Managers? 


Environmental uncertainty 


determines: 


 Attention to conditions and 


trends 


– High uncertainty requires more 


attention 
 


 Responsiveness to new 


information and circumstances 


– High uncertainty requires 


managers to respond quickly 
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What is the External Environment 


of an Organisation? 


External organisational environment – forces 


and conditions outside the organisation that 


can affect it 
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 Specific environment 


factors: 


– Organisations 


–  groups  


– individuals  


with whom the organisation interacts 


as it conducts its business 


 General environment 


conditions: 


– Sociocultural 


– Technological 


– Economic 


– political/legal 


– global conditions 
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The External Organisational 


Environment 
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What is the Sociocultural Dimension 


of the General Environment? 


Sociocultural dimensions include: 


 Cultural characteristics - customs, values, tastes, attitudes 


and behaviours in society 


 


 These characteristics determine what the society is likely to 


value.  Examples: 


– Global warming 


– Flexible working arrangements 


 


 


Copyright ©2011 Pearson Australia (a division of Pearson Australia Group Pty Ltd) 


 – 9781442533622/Robbins et al/Management: The Essentials  


Replace grey 


area with 


image or 


colour design 


2.5cm wide 


 


 


 


What is the Sociocultural Dimension of 


the General Environment? (cont.) 


 Demographic conditions - physical characteristics of the 


population such as gender, average age, level of education, 


geographic dispersal, income and household composition 


 


  Demographic characteristics affect: 


– Markets for organisational products and services 


– Organisational staffing  


 


Example: The decline in Australia’s fertility rate  
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The Impact of Demographics 
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What is the Technological Dimension 


of the General Environment? 


The  technological dimension of the general 


environment comprises:  


 Knowledge 


 Tools 


 Methods  


That are used to convert resources (e.g. raw materials, 


information, labour) into products and services. 


Advancement along this dimension can change 


product or process technologies 
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What is the Economic Dimension of 


the General Environment? 


The general economic health of the country in 


which the organisation operates: 


 Type of economic system under which a country 


operates – capitalist / socialist (most nations combine) 


 Current economic conditions - current interest rates, 


levels of inflation, levels of unemployment 


 Economic cycles – speed and strength of growth / 


decline cycles 


Copyright ©2011 Pearson Australia (a division of Pearson Australia Group Pty Ltd) 


 – 9781442533622/Robbins et al/Management: The Essentials  


Replace grey 


area with 


image or 


colour design 


2.5cm wide 


 


 


 
What is the Political/Legal Dimension 


of the General Environment? 


The legal and governmental systems within 


which an organisation operates: 


 General conditions and stability of the political system – 
well established, stable / unstable 
 


 Government regulation of organisational behaviour – 
legislation on occupational health and safety, environmental 


protection, competition, consumer protection and product safety, 


import and export activities and employment practices 
 


 The impact of government spending on the economic 


environment – priorities of government allocations of funds 
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What is the Global Dimension 


of the General Environment? 


Factors that operate across national boundaries: 


 Events or changes that originate in foreign countries - 


the GFC, global warming, the internet 


 


 Forces and developments having a global impact - 


transportation and communication technology  
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What is a Global Organisation? 


An organisations is 


considered global if it: 


 Exchange goods and services 


with consumers in other countries 


 Uses managerial and technical 


employee talent from other 


countries 


 Uses financial sources and 


resources outside their home 


country (financial globalisation) 


 Examples: Avon, McDonald’s, Law 


enforcement, Medical services 
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What is GLOBE and How Can it 


Assist Managers in Global Firms? 


The Global Leadership and Organisational 


Behaviour Effectiveness (GLOBE) is an 
ongoing cross-cultural investigation of leadership 


and national culture. 


 The GLOBE research team has identified nine dimensions on 


which national cultures differ. 


 


 These dimensions can help managers to understand societal 


issues (e.g., status) that affect business operations in another 


country. 
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What are GLOBE’s Nine Cultural 


Dimensions? 


 Uncertainty avoidance - A 


society’s reliance on social 


norms and procedures to 


alleviate the 


unpredictability of future 


events 
 


 


 Power distance  - The 


degree to which power is 


shared unequally 
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 Individualism/collectivism 


-  The degree to which 


individuals are integrated 


into groups 
 


 


 Assertiveness - Tough, 


confrontational, assertive 


and competitive OR modest 


and tender 
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What are GLOBE’s Nine Cultural 


Dimensions? (cont.) 


 Performance orientation 


– Encouragement of 


group members for 


performance 


improvement and 


excellence 


 Humane orientation -  


Encouragement of being 


fair, altruistic, generous, 


caring and kind to others 
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 Future orientation - 


Encouragement of future-


oriented behaviour 


(planning, delaying 


gratification) 


 Gender differentiation - 


The extent of gender role 


differences 


 In-group collectivism - 


Pride in membership in 


small groups (family, circle 


of friends, organisations) 


 


 


 


Replace grey 


area with 


image or 


colour design 


2.5cm wide 


 


 


 


GLOBE Highlights 
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What is the Specific Environment 


of an Organisation? 


The organisations’ stakeholders – anyone who 


affects or is affected by the achievement of the 


organisation’s objectives – are the organisation’s 


specific environment.  Including: 


 Organisations, Groups, and Individuals with whom it 


interacts as it conducts its business. 


 


 Factors in the specific environment have a direct and 


immediate effect on the organisation’s operations and 


performance. 
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How do Customers Affect 


Organisations? 


Customers: people and 


organisations that acquire 


goods or services from the 


organisation, usually in 


exchange for money. 


 What the customers want and 


need influences: 


– Products type  


– Product quality 


– Product prices 
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How do Competitors Affect 


Organisations? 


Competitors - individuals or organisations competing 


for resources with the organisation 


 Commonly, competitors mean other organisations in the 


same industry that offer products which customers see as 


acceptable substitutes.  


 


 Substitutes are alternative products or services which 


customers see as providing the same value.  Example – 


Sweet and Low is a substitute for sugar. 
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How do Competitors Affect 


Organisations? (cont.) 


 Competitors influence: 


– Products and prices the organisation can offer 


– Costs and availability of supplies 


– Access to distribution channels,  


– Profitability 
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How do Suppliers Affect 


Organisations? 


Suppliers - companies and individuals who provide 


the organisations with input 


 Inputs - material or physical resources, human 


resources, financial resources, informational resources 


and business services 


 Suppliers determine the quality, availability and cost 


of inputs 


 Suppliers influence organisation’s product and service 


quality, production capacity, competitiveness and 


profitability 
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How do Suppliers Affect 


Organisations? (cont.) 


How strong is the supplier’s influence? 


 Depends on supplier dependence - the extent to 


which an organisation relies on a particular supplier 


– Input importance – high importance means high dependence 


– Suppliers availability – few suppliers mean high dependence 
 


 High supplies dependence means suppliers can essentially 


set their own business terms.  
 


 Suppliers can also be integrated into the organisations 


business and information systems 
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How do Employees, Unions and 


Labour Markets Affect Organisations? 


Employees - individuals who labour on behalf of the 


organisation in exchange for payment 


 Employees provide the knowledge, skills, effort and 


creativity that support organisational operations 


– Thus, they are critical for organisational performance 
 


 The  labour market or labour supply - the pool of 


people employable by the organisation 


–  The balance between supply and demand for labour affects 


organisational performance by influencing costs and 


organisational capacity 
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How do Employees, Unions and Labour 


Markets Affect Organisations? (cont.) 


Unions are employee associations.  They: 


 Negotiate pay and conditions with employers on behalf 


of their members 


 


 May affect organisations by taking industrial action 


on behalf of members (arranging work stoppages, 


calling strikes, taking employers to court) 
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How do Strategic Partners Affect 


Organisations? 


Strategic partners - organisations that work together 


for mutual benefit.  They provide: 
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 Opportunities: 


– Combine resources 


– Share ideas 


– Learn from each other  


– Spread risks 


 


 Threats: 


– Strategic partners can use 


the knowledge gained in 


collaboration to become 


competitive rivals 
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How do Regulators Affect 


Organisations? 


Regulators - create and enforce regulations to 


protect consumers, workers and society 


 Government agencies - provide services and enforce 


compliance with laws and regulations at local, state 


and federal levels (see table 2.2) 


 Regulatory commissions 


 Regulators affect organisations by enforcing ‘the rules 


of the game’ 
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Australian Government Regulatory 


Agencies and Commissions 
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How do Interest Groups Affect 


Organisations? 


Interest groups - organised to serve the interests of 


their members by influencing business activities in 


specific areas (Ethics, environment) 


 Interest groups are generally organised: 


– Around a geographic locality 


– A specific social issue 


– An industry or profession 


 They attempt to influence organisational behaviour by: 


– Negotiating directly with organisations  


– Lobbying governments and local residents to exert pressure  
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How Can Organisations Respond 


to Stakeholder Expectations? 


Dealing effectively with stakeholders is a key success 


factor for managers and organisations.  


 Managers are required to assess, understand and 


respond to stakeholder expectations. 


 


 Next, we examine: 


– The expectations of societies, employees and customers  


– How organisations can respond to them 
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What Does Society Expect from 


Organisations and Managers? 


Society expects organisations and managers to be 


socially responsible and ethical. 


 Social responsibility -  organisation’s intention, 


beyond its legal and economic obligations, to act in 


ways that are beneficial for society.  


 Social obligation –  


– Driven by economic and legal demands 


– Involves the minimum that the law requires  


– Only pursues social goals to the extent that they contribute to its 


economic goals 
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Social Responsibility 


 Social responsiveness - when a firm takes social 


actions in response to popular social needs.   
 


 Managers in these companies are guided by social 


norms and values in their practical decisions. 
 


 Companies that have not been social responsive 


faced dire consequences 
 


 Thus, today managers are aware of the need to 


protect and improve society’s welfare 
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Arguments For and Against 


Social Responsibility 
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How Can Organisations Demonstrate 


Socially Responsible Actions? 


 Green management - considering and recognising the 


organisational impact on the natural environment 


 Socially responsible management requires 


considering social impacts on society, through: 


– Philanthropy 


– Pricing 


– Employee relations 


– Resource conservation 


– Product quality  


– Operating  in countries with oppressive governments 
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How Can Organisations Become 


More Ethical? 


Ethics - a set of rules or principles that defines right 


and wrong conduct. 


Will a manager act ethically? Depending on their: 


 Individual morality 


 Values 


 Personality 


 Experiences 


 The organisation’s culture  


 The ethical issue being faced 
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How Can Organisations Become 


More Ethical? (cont.) 


What discourages unethical behaviours? 


 Rules 


 Policies 


 Clear job descriptions  


 Strong cultural norms 


 Codes of ethics: 


– Reduces ambiguity about the ethics of issues 


– Specific – guides organisational members in what they’re 


supposed to do 


– loose - to allow for freedom of judgment 
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How Can Organisations Become 


More Ethical? (cont.) 


How can managers support codes of ethics? 


 Emphasise codes as important 


 Regularly re-affirm their content 


 Follows the rules themselves  


 Publicly reprimands rule breakers 
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What do Employees Expect From 


Organisations and Managers? 


Organisations today must adapt to a diverse workforce. 


Workforce diversity means employing individuals who 


differ in: 


 Gender 


 Age 


 Race 


 Sexual orientation 


 


All of them expect their needs to be accommodated! 
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 Ethnicity  


 Cultural background 


 Physical abilities and 


disabilities 
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Dealing with Diverse Employee Expectations: 


Work–Life Balance Programs 


Work is no longer confined to traditional office hours 


 No clear boundaries between work and private time 


create personal conflicts and stress 


– Global business means work never ends 


– Communication technology allows employees to work out of 


the office.  No escape from work! 


– Longer work weeks due to staff cuts 


– Most families are dual-earners.  Parents have a hard time 


fulfilling commitments to home, spouse, children, parents and 


friends. 


 How do organisations respond? 
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Dealing with Diverse Employee Expectations: 


Work–Life Balance Programs (cont.) 


Many organisations are offering  family-friendly benefits: 


 On-site child care 


 Flexitime 


 Job sharing 


 Time off for school functions 


 Telecommuting 


 Part-time employment 


 


 Younger employees place more emphasis on family than 


work! 
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Contingent Jobs 


Companies want a workforce they can switch on and off 


as needed. 


 Labour workforce is shifting 


 From full time workers 


 Towards a contingent workforce 


– Part-time 


– Temporary  


– Contract workers  


 Contingent workforce is available for hire on an as-needed 


basis 
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Contingent Workforce – 


Implications for Managers 


Because contingent may not identify with the 


organisation or be as committed or motivated as 


permanent workers. 


 


Copyright ©2011 Pearson Australia (a division of Pearson Australia Group Pty Ltd) 


 – 9781442533622/Robbins et al/Management: The Essentials  


 


It is the managers’ responsibility to motivate 


all their employees, permanent or contingent 
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What do Customers Expect from 


Organisations and Managers? 


Long-term success depends on a satisfied customer –  


the customer pays the bill! 


 Customers have become increasingly sceptical, cautious 


and frugal, and with more choices. 
 


 Customers demand: 


– Quicker service 


– Higher quality 


– More value for money 
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 Organisations provide: 


– Mass customisation 


– 24-hour service hotlines 


– e-commerce options 


– Managers obsessed with 


quality 
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Can Organisations Improve 


Customer Service? 


Today, most employees today in developed countries 


work in service jobs: 
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 Technical support 


representatives 


 Fast-food counter workers  


 Teachers  


 Credit representatives 


 


 


 


 Nurses  


 Consultants 


 Purchasing agents  


 Financial planners  


 Bank tellers  


 


 


 


 These jobs require substantial interaction with customers  


 Employees’ attitudes and behaviour clearly affect customers 


attitudes and behaviours 


Customer’s behaviours translate to revenue and profits 
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Creating a Customer-Responsive 


Culture 


Many organisations failed because their employees 


failed to please their customers. 


 Management needs to create a customer-responsive 


culture, where employees are –  


– Friendly and courteous  


– Accessible 


– Knowledgeable 


– Prompt in responding to customer needs 


– Willing to do what’s necessary to please the customer 
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Key Variables Shaping Customer-


Responsive Cultures 


Customer-responsive cultures have several variables: 


 Employee types - outgoing and friendly  


 Employee freedom – no rigid rules, procedures and 


regulations 


 Employees empowerment - decision discretion 


 Listening skills - able to listen to and understand customers 


 Organisational citizenship behaviour- take initiative, even 


when it’s outside their normal job requirements, to satisfy a 


customer’s needs 
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Shaping a Customer-Responsive 


Culture 


Copyright ©2011 Pearson Australia (a division of Pearson Australia Group Pty Ltd) 


 – 9781442533622/Robbins et al/Management: The Essentials  


Replace grey 


area with 


image or 


colour design 


2.5cm wide 


 


 


 
What Actions Should Managers 


Take? 


To make their organisation’s culture more customer 


responsive, managers can influence: 


 Selection- hire people with confidence, drive, and maturity 


 Training -   


– Training programs for new and current employees 


– Focus on improving product knowledge, active listening, 


showing patience and displaying emotions 


 Organising – create a flatter organisation to give 


employees control over the service encounter 


 Empowerment - define the range of actions that employees 


can take independently without a manager’s authorisation 
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What Actions Should Managers 


Take? (cont.) 


 Leadership - convey a customer-focused vision and 


demonstrate commitment to customers 


 Evaluation –  


– Evaluate employee performance on effort, commitment, 


teamwork, friendliness and the ability to solve customer 


problems 


– Do not simply evaluate measurable outcomes 


 Rewards - reward good service:  


– Employees who have demonstrated extraordinary effort to 


please customers  


– Employees who have been singled out by customers for 
‘going the extra mile’ 
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How have Organisations Shown 


Increased Concern with Quality? 


Quality is essential to organisational success, for two 


reasons: 


 Customers want best product quality for the best price 
 


 Quality provides a more sustainable competitive advantage 


– It is easier to match low prices rather than good quality 
 


 Deming’s (1940) quality management methods include: 


– Using statistics to analyse variability in production processes 


– Reduced process variability 
 


 Today quality management expanded to describe continuous 


improvement 


 


 


Copyright ©2011 Pearson Australia (a division of Pearson Australia Group Pty Ltd) 


 – 9781442533622/Robbins et al/Management: The Essentials  


Replace grey 


area with 


image or 


colour design 


2.5cm wide 


 


 


 
Components of Continuous 


Improvement 
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Review Questions 


 Discuss how changing organisational environments 


influence managers and organisations 


 


 Describe the components of external organisational 


environments 


 


 Discuss how organisations can become more 


responsive to stakeholder expectations 
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