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Introduction
Problem solving has become crucial to organizations which are part of a competitive environment. Increasing pace of change and boosting complexity challenge the ability to adapt. In most cases, stable environments have turned into instable ones, and often companies feel to be reactive instead of active. Leadership in markets, even for short time periods, require steady observation, recognition of obstacles, and mastering hindrances. There are examples of big companies which from time to time come under pressure, survive and dominate the market. Examples are the Coca-Cola Company and Microsoft. Organizations need to learn and create new opportunities, thus problem solving is at the centre of change management. 
Summary
Jane Henry provides multiple aspects of meeting business challenges in her anthology `Creative management`. Divided in three parts, she offers insights into perception, style, and development. Part I stresses the perceptive environment, highlighting `creativity`, `cognition`, and `perception`. Part II focuses on style by embracing `emotion`, `style`, and `learning`. Part III encompasses `culture`, `responsibility`, and `sustainability`. This paper concentrates on the first two sections by relating to learning processes of both the individual and the company. Creativity in generating ideas and solutions is highlighted. Many experiences in modes of thinking and intuition are provided to build the bases for development, which Henry adjusts to complete her anthology. In the first part, emotions in labour conditions are introduced to shift the focus from mechanistic roles of employees to their individual emotions. The understanding of known and unknown information processing has undergone a radical change during the past decades. Thus, Henry offers insights into the hidden side of knowledge, which Nonaka and Takeuchi call the `tacit knowledge`. Organizational structures and hierarchies are challenged by turning into networking companies which formally and informally deal with information. Shifting tacit knowledge into explicit knowledge builds the basis for quick adaption. To conclude, the individual and the organization are at the centre of the anthology, aligning a person`s skills and emotions to the company`s needs.
1
The enterprise and its environment

Up to the 1990s both theory of management thinking and practice have concentrated on industry analysis and industry development. Then, strategic management thinking has turned to within the firm focusing on resources and capabilities. Competitive advantage was regarded as the outcome of recognizing, developing and exploiting organizational resources and capabilities. Both internal and external demands require continuous attention and adaptation because complexity and pace of change increase permanently up to the present.
1.1 Markets and competition

According to Grant (2002, p.14) `[m]anagement matters and … organizations are heterogeneous and … these two factors are intimately related`, a message which he considers as an important one. Thus, a company needs to develop a strategy that deals with `complexity, learning and flexibility` and requires managers to align their thinking accordingly             (Grant, 2002, p.15). Mintzberg and Waters show that there is no best way to formulate strategy (Segal-Horn, 2001, pp.20-33) and suggest that the realized strategy derives from the intended strategy which puts apart an unrealized strategy and absorbs an emergent strategy, so that the intended strategy develops via deliberate strategy into the realized strategy. They suggest a broad range of different strategies, which are planned, entrepreneurial, ideological, umbrella, process, unconnected, consensus, or imposed strategies – depending on the particular context and state that `[m]anagers need to manage too, sometimes to impose intentions on their organizations – to provide a sense of direction. That can be partial … or it can be rather comprehensive …` (Segal-Horn, p.33). Hamel and Prahalad compare economic problems to a doctor-patient-relation: first, managers need to understand competitiveness, and second, they need `to move from observation to diagnosis` (Segal-Horn, p.35) to analyze competitive problems. They continue that `[u]nderstanding the what of competitiveness is a prerequisite for catching up. Understanding the why is a prerequisite for getting out in front` and suggest that managers need to check their individual `frames of reference - the assumptions, premises, ...` (Segal-Horn, p.36). Hamel and Prahalad offer a ground-breaking concept from `fit` to `stretch`. That means that the traditional approach `strategy as fit` needs to be turned into `strategy of stretch` accepting that not only aligning to market conditions but creating a chasm and bridging the chasm offers strategic opportunities. They replace resource allocation by resource leverage, and regard competition as collaboration instead of confrontation, as tradition suggests (cf. Segal-Horn, p.18). 
Macro-level factors such as social, technological, economic and political changes are critical determinants that both business environment and organizational strategy. In 1980, Michael Porter developed  a framework of five forces that determine competition, which demonstrates profitability to be determined by five sources of competitive power. Horizontal competition occurs by potential entrants, industry competitors, and substitutes – and vertical competition emerges by suppliers and buyers, and each of the five forces is influenced by a range of variables – so the strengths of this model can be clearly identified. But, there are some limitations, too. The `structure-conduct-performance approach to industrial organization` (Grant, 2002, p.89) and the assumed static nature of markets and industry do not reflect actual conditions. Competition is a `dynamic process where strategy also transforms industry structure` (Grant, p.89). According to Porter`s framework suppliers of substitutes shorten the profit available to the companies in an industry. 
Figure 1.1a
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Porter suggests four different generic strategies to cope with the challenging environment. He excludes the use of more than one strategy at once by recommending the application of only one strategy according to competitive advantage and competitive scope.

Figure 1.1b
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Substitute goods and services affect value in a negative manner, and complements have a positive impact on a company`s value. Brandenburger and Nalebuff (1996) suggest complementors to be key participants in the competitive environment who create value for the industry and exercise bargaining power, and who trigger management of relationships with the complementors. So, another force that of the complemetors, can be added to the Porter model which makes six forces that make up the competitive environment. Surviving and prospering in an industry depends on two significant criteria, as Grant suggests – a company `first … must supply what customers want to buy, second, it must survive competition` (Grant, 2002, p.96). Thus, companies need to regard customers `not so much as a source of bargaining power and hence as a threat to profitability, but more as the basic rationale for the existence of the industry and as the underlying source of profit` (Grant, 2002, p.97). So, firstly, an organization needs to know who its customers are, what its customers want and build competitive supply. Secondly, the company needs to identify the competitive environment, its intensity and key parameters. To conclude, focusing on the environment offers opportunities to act and prevents companies from simply reacting to given parameters. Game theory enjoyed public interest during the 1980s and was widely practiced during the 1990s as a means of tackling competitive problems. In practical use game theory offers a set of concepts to assess strategic decisions. It allows to forecast future outcomes of competitive situations and to select a strategy. Altogether game theory supports a `systematic, rational approach to decision making` (Grant, 2002, p.105).
1.1.1 The industry environment
Figure 1.1.1a
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1.2 Creativity and the individual

In complex situations problem solving requires creativity. Teresa Amabile (1998) suggests that managers are able to influence creativity `through workplace practices and conditions` (in Henry, 2001, p.4). She puts expertise on a level with knowledge, and creative-thinking skills on a level with the ability to approach problems flexibly. She suggests that motivation should be divided into an inner passion, the intrinsic motivation, which can `immediately be influenced by the work environment` (in Henry, 2001, p.5). She criticizes `creativity-killing practices`… [be] systemic – so widespread that they are rarely questioned` (in Henry, 2001, p.5). 

According to Amabile, managerial practices that influence creativity are challenge, freedom, resources, work-group features, supervisory encouragement, and organizational support. She provides information of how to deal with `challenges`: the right people need to be matched with the right assignments. She states that [p]erfect matches stretch employees` abilities` (in Henry, 2001, p.5) which means not to use so little stretch that an employee feels bored, and not to use so much stretch that s/he feels overburdened. Concerning resources Amabile suggests to let staff choose the way to reach their goal, but acknowledges that it is `difficult, if not impossible, to work creatively toward a target if it keeps moving` (in Henry, 2001, p.6). She argues that both time and money are the important resources that affect creativity. She stresses the importance to adequate time resources, as time pressure may enhance creativity, and, in case of `fake deadlines or impossibly tight ones` (in Henry, 2001, p.6) organizations routinely kill creativity. Work-groups that need to work creatively need to be designed according to diversity perspectives. Additionally, all members need to `share excitement over the team`s goal`, they must show a `willingness to help their teammates through difficult periods and setbacks`, and every person `must recognize the unique knowledge and perspective that other members bring to the table` (in Henry, 2001, p.7). Amabile highlights intrinsic motivation that can be fostered by managers if they `freely and generously recognize creative work by individuals and teams – often before the ultimate commercial impact of those efforts is known` (in Henry, 2001, p.8). Another team oriented managerial behavior is to support the team in tough times and to encourage collaboration and communication within the team. Amabile highlights rewards for creative suggestions within a company – she warns to trigger staff by money, and stresses the importance of rewards after creative ideas of staff to make them feel valued.
Figure 1.2a
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1.3 Creativity and problem solving
Problems that emerge as complex situations require new ways of thinking about solutions. A wide range of different factors influence situations so that resulting problems occur as wicked and `ill-structured` as Kaufmann quotes Simon (in Henry, 2001, p. 44). According to Kaufmann `novelty, complexity and ambiguity` (in Henry, p.44) determine ill-structuredness, and all factors may emerge independently of each other. Dealing with situations that look familiar is different from `that is novel` (in Henry, p.44). Creativity is associated with the novelty of a situation. The phases of problem solving, as Kaufmann quotes Mintzberg et al. (1976, in Henry, 2001, p.46) are `identification`, `development`, and `selection`, and the process of problem solving is usually not straightforward but developing along upcoming challenges.
Creativity in problem solving supports the effort of a company to be the first in market to gain Schumpeterian advantage. Kaufmann provides five main areas of research on human problem solving. First, capacity limitations refer to the theory of bounded rationality developed by Simon in 1983, who suggested that instead of maximising a person will use a strategy which meets minimum standards. Second, heuristics of simplification according to Hayes (1978) are proximity methods, pattern matching and planning. Hot signals attract problem solvers, cold signals make them leave, so `the hot and cold strategy` is part of the proximity method. Another method is `hill climbing`, which means solving a problem step by step. The third of the proximity methods is the means-end analysis which aims at reducing the main problem to smaller well-structured ones. Quoting Hayes (1978), Kaufmann provides another class of heuristics, the planning methods with `planning by modelling` grounding on rational model building, `planning by analogy` using solved problems as platform for coping with new problems, and `planning by abstraction` simplifying a messy problem to a similar but easier one. Third, heuristics of variation suggests adding stimuli, or removing stimuli, or rearranging stimuli to deal with novelty. Fourth, the `use of imagery as a symbolic medium` (in Henry, 2001, p.51) supports access to simpler cognitive perception. Fifth, expert performance supports ill-structured problem solving by using `general intelligence and knowledge specifically bearing on the task in question` as Kaufmann quotes Spearman (1927) in Henry (2001, p.51). 
Competitive advantage leads to superior added value or `rent` as Kay (1993) suggests. By definition, rent can only occur when the company performs better than rivals in the same industry. Thus, an organizations needs to build distinctive capabilities and strategic assets to gain sustained advantage, according to Kay. Distinctive capabilities are architecture, reputation and innovation, and strategic assets comprise natural monopolies, sunk costs, and exclusivity. Along with Kay, Porter (in Grant, 2002, p.21) stresses the importance of being different: `Competitive strategy is about being different. It means deliberately choosing a different set of activities to deliver a unique mix of value`. The sources of competitive advantage, according to Porter, are `cost advantage` or `differentiation advantage`, and adequate strategies are `cost leadership, differentiation, and focus` (in Grant, 2002, p.247) with cost leadership and differentiation excluding each other. The following figure 1.3a shows 
Kay`s structure of building corporate success.
Figure 1.3a

[image: image5.emf]Sources of corporate success – adapted from John Kay

1 Corporate success

4 Relationships

3 Distinctive capabilities and 

strategic assets

2 A competitive advantage

derives from

derived from

and matched with

based on


1.4 Awareness of problematic issues

Management thinking is under scrutiny: Henry Mintzberg (in Henry, 2001) focuses on the rhetoric, Gareth Morgan supports the use of the metaphor, and Gerrit Broekstra examines the move of the management paradigm from `the organization as machine through organization as organism to organization as brain` (in Henry, 2001, p.83). 
1.4.1
Mintzberg – the circular organization

Mintzberg offers ideas for everyone who cares about management: the metaphor of the circular organization is central to his considerations. The central management is in the middle of the circle, and  at the outer edges are the shop-floor people who produce and deliver products and services. Mintzberg suggests that both groups should be connected so that the managers in the middle are well informed about what happens. Therefore he suggests to `delayer the delayerers` (in Henry, 2001, p.85) to increase effectivity – he observed that organizations move layers from operations level to top hierarchical level. He utters that [l]ean is mean and doesn`t even improve long-term profits` (in Henry, 2001, p.86) aiming at keeping staff inside the company instead of firing people. He associates increasing efficiency with retrenchment of employees based on the assumption that companies are not competitive. 

Most of the top strategists just hold their positions but do not strategize, therefore, Mintzberg says `… creative strategists [to] reach out from the centre of that circular organization to touch the edges …` (in Henry, 2001, p.87) and that empowerment of people in fact means `stopping the disempowering of people` (in Henry, 2001, p.88). Thus, delayering requires measurement of performances which is `the religion of management` as Mintzberg claims (in Henry, 2001, p.89). He demands that organizations do not need great leaders, but `just competent, devoted, and generous leaders who know what`s going on …` (in Henry, 2001, p.91). The representatives of organizations who modify existing models, structures, and processes, and use a `de` or `re` for combination with another word, destroy the culture of the organizations. Therefore Mintzberg suggests the introduction of new words, as both managers and staff need to think about them. He demands not to simply apply successful techniques, but to use brain to find new solutions. To sum up, Mintzberg critically examines management fads and suggests keeping in contact with shop floor level to find solutions that meet the challenges.
1.4.2
Morgan – language shapes reality

Gareth Morgan examines how `language, images, and ideas shape social reality and our understanding of the world at large` (in Henry, 2001, p.97), focusing on language.  He reports that people perceive reality `by conscious and unconscious social constructions associated with language, history, class, culture, and gender experience` (in Henry, 2001, p.98). Despite the ability to model the world, social constructions are `difficult to break, with people becoming no more than passive `voices`, reflecting and `speaking` their social contexts` (in Henry, 2001, p.98). Morgan trusts in the ability of any person to shape the world anew and to modify the modes of awareness. He criticizes the stress on knowledge as an objective instead becoming conscious of the impact of `the paradigm, perspective, assumptions, language games, …` (in Henry, 2001, pp.98-9). Social reality occurs as fragmentary situation, highlighting single events instead of seeing the big picture. Morgan acknowledges incompleteness of explanations to be an ever present phenomenon because of the `distorting nature of knowledge` (in Henry, 2001, p.100). 
`Imaginization … as a mode of theorizing is an approach to social change` and links to `foundational` versus `conversational` approaches to knowledge (Morgan in Henry, 2001, p.100). Foundational views interpret situations one-way, conversational views, however, perceive a situation to be multi-faceted and facing many options. Morgan suggests that there is not only one way to go, but due to many interpretations of a situation there are multiple options. He accepts that a person `can only ever acquire limited, partial, personally significant ways of knowing the world` (in Henry, 2001, p.100). A  strength of the concept of imaginization is the initiation of a creative thinking mode, and a weakness is the disguise of `existing power relations` (in Henry, 2001, p.101). Morgan relates to the theories of Argyris and Schoen (1974) and Watzlawick et al. (1974) who separated so-called `single-loop learning` where the context remains unchanged, and `double-loop learning` where the context is changed. Imaginization demands creating experiences that `allow one to reframe contexts substantially rather than superficially` (in Henry, 2001, p.101). To conclude, Morgan stresses the power of change of each individual, because they `can form groups, and groups can become social movements` (in Henry, 2001, p.102) to shape reality. 
Power effects the solving of problems in companies. There is a negative side of power, as Lord Acton in 1887 (quoted in The Open University, Strategy, p.51) wrote: `Power tends to corrupt and absolute power corrupts absolutely`. On the contrary, there are some positive effects of power. Mintzberg (1983) regards power as the `capacity to effect (or affect) organisational outcomes`. Winstanley et al. (1995) use the term `criteria power` for  the power to set goals or purpose, and `operational power` to demonstrate how stakeholders influence service. By combining these dimensions, four quadrants occur with comprehensive power reflecting both high criteria power and high operational power.
Figure 1.4.2a


[image: image6.emf]The stakeholder power matrix – by Winstanley et al.

Low

High

High

Low

Disempowered

D

Comprehensive power

B

Arm`s length power

A

Operational power

C

Operational power

Criteria

power

Operational power = 

power of stakeholders

to determine how the

service is provided

Criteria power = the

power to define goals, 

aims or purpose


1.4.3 Broekstra – the living organization
The metaphor of organizations as machines needs to be replaced by organizations as brains. Broekstra uses systems theory to explain networking and the ability of organizations to develop `autopoesis`, an expression the Chilean biologist Humberto Maturana coined in 1972. He directs successful changes in both employee attitude, e.g. empowerment, and in tasks, e.g. Business Process Re-engineering, to management fads. Broekstra states that `the global social-economic system is undergoing large-scale transformations` (in Henry, 2001, p.107) and, a phase of transition will be `characterized by frantic evolutionary experimentation with novel ways of coping with the new complexities` (in Henry, 2001, p.107). The new sciences of chaos and complexity help to explain these phenomena. Broekstra divides the classes of behaviour into three sections: `relatively frozen`, `entirely chaotic`, and `edge of chaos` (in Henry, 2001, p.107). He highlights the edge of chaos as a situation of enormous creative power for the system. Broekstra distinguishes management fads which are short living, e.g. the One-minute-manager, and others which have a long-lasting impact on business routines, e.g. the concept of Total Quality Management. The evolutionary paradigm he stresses refers to systems thinking by acknowledging complexity in business context, the metaphor is brain, order comes through fluctuation, and the organizational form is the network organization. Broekstra assumes that this organizational form has the capacity for self-renewal, and so he, again, refers to autopoesis of systems theory. Central to innovation and self-renewal is knowledge creation, according to Japanese Nonaka (1988) and Takeuchi (1995). At the heart of Japanese wisdom of creating knowledge is the distinction of explicit knowledge, a typical Western orientation, and the tacit knowledge, which characterizes the oriental mind-set. 
Nonaka and Takeuchi claim middle-up-down management processes within a hypertext structure of the organization. `The hierarchical structure handles the routine work. The parallel structure constitutes a network of horizontal, across-units and project teams pursuing creativity and innovation` (in Henry, 2001, p.114) so that top management gets into touch with shop floor level staff and removes the limits of the circular organization as Mintzberg claims. The future network organization may therefore exist of three overlapping tiers, `the hierarchy, autonomous units and the `cerebral cortex` of an intelligent network of relationships` (Broekstra in Henry, 2001, p.115). Some organizations balance between chaos and order, they create a `chaordic system` as Dee Hock (1995) coined it (in Henry, 2001, p.115). For reasons of demonstrating trends in organization theory and complexity, Broekstra relates to `Prigogine`s dissipative structures`(1989), Maturana and Varela`s notion of autopoiesis (Varela 1979)` and Nonaka and Takeuchi (1995) who `concede that a knowledge-creating organization is basically an autopoietic system` (in Henry, 2001, 115). To sum up, Broekstra stresses the use of consciousness as the `new competitive resource` (in Henry, 2001, p.119).                                                                                                                                                                                                                                                                                                                                                     
Figure 1.4.3a
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2 Learning

Problem solving requires learning processes due to the context of the organization. Jane Henry provides three influential authors and co-authors concerning learning, in turn Peter Reason, Chris Argyris, and David Krackhardt and Jeffrey R. Hanson.

2.1
Reason – the reflective approach

Reason highlights a `participative and reflective approach to action learning that aims to improve behaviour in problem situations through collective inquiry` (in Henry, 2001, p.180). He emphasizes four relevant characteristics of action research: first, experiential knowing through direct face-to-face encounter, second, presentational knowing deriving from experiential knowing stresses imagery, third, propositional knowing emerges by language and mathematics, and fourth, practical knowing appears as skill or competence. Reason exposes action research to prove as `a guide to inquiry and action in present time` (in Henry, 2001, p.185). Three broad strategies support action research as part of the problem solving process in organizational learning: `[f]irst-person action research/practice skills and methods` trigger an inquiring approach to a person`s own life, `[s]econd-person action research/practice` examines issues concerning more than one person, `[t]hird-person research/practice` addresses an inquiry of an enhanced cycle of people who do not know each other (in Henry, 2001, p.185). To sum up, Reason structures his searches from introspection to collaborative learning by reflection and action.
2.2
Argyris – theories and action and theories in use
Argyris distinguishes between `theories in action and theories in use and explains how defensive routines prevent learning` (in Henry, 2001, p.181). Empowerment includes commitment by participation, but is often unable to work as top managers` preferences and biases define organizational strategy. Argyris claims to create a vision and break it down into manageable chunks of work. However, this operationalization includes `inner contradictions` that `change programmes` (in Henry, 2001, p.195) and lead to either `external commitment` or `internal commitment`. External commitment is initiated by motivation that comes from outside, e.g. tasks that were defined by a third party. Internal commitment emerges by participation of staff, e.g. by defining goals and behavior to reach goals, and energizes people, so it is preferable to external commitment. According to Argyris, external commitment is `a psychological survival mechanism for many employees – it is a form of adaptive behaviour that allows individuals to get by in most work environments` (in Henry, 2001, p.197). Continuing external commitment hinders the upcoming of internal commitment, but, as Argyris says, it is `something that must be learned, developed, and honed` (in Henry, 2001, p.198). Top management, especially `CEOs undermine empowerment both consciously and unconsciously` as `executives do not always seem to want what they say they need` (in Henry, 2001, p.196). In a nutshell, Argyris suggests empowering staff to create internal commitment.
2.3
Krackhardt and Hanson – central figures may occur informally

Krackhardt and Hanson suggest to focus on `the influence of central figures in informal networks` (in Henry, 2001, p.202) so that managers can stretch their influence to the inner circle. Three steps are necessary: `conducting a network survey using employee questionnaires`, `cross-checking the answers`, and `processing the information using one of the several commercially available computer programs that generate detailed network maps` (in Henry, 2001, p.203). The outcomes is expected to be a map that reflects strengths and weaknesses of informal networks. Krackhardt and Hanson continue creating further maps – that of advice and that of trust. `The advice network reveals the experts` (in Henry, 2001, p.205) and changes into another diagram when relationships building on trust are explored. As organizations go on in flattening hierarchical structures, managing people works on the basis of functions and disciplines, and [u]nderstanding relationships will be the key to managerial success` (in Henry, 2001, p.207). To conclude, problem solving starts at appreciating informal relationships in an organization, and advice networks need to be separated from trust networks. 
2.4
Creating knowledge in organizations
Problem solving requires competitive advantages. Superior performance derives from superior resources and distinctive capabilities, as Grant (1991), Amit and Schoemaker (1993), and Barney (1991) discovered. Strategic capabilities are `core competences` according to Prahalad and Hamel (1990) and `distinctive capabilities` according to Kay (1993), and they care for differentiation in a competitive context. Therefore, there is a need to create capabilities that support a superiority compared to competitors. As Grant (2002, pp.152-6) detected, capabilities need to be scarce, relevant, not easily substituted and not easily traded. Knowledge management is a key task to create unique capabilities. Grant distinguishes between `knowing how and knowing about` with knowing how indicating the tacit nature and knowing about embracing `facts, theories, and sets of instructions` (Grant, 2002, p.177).
Figure 2.4a


[image: image8.emf]Two types of knowledge

– by Ikujiro Nonaka and Hirotaka Takeuchi

Tacit Knowledge

(subjective)

Explicit Knowledge

(objective)

•Knowledge of experience

(body)

•Simultaneous knowledge

(here & now)

•Analogue knowledge

(practice)

•Knowledge of rationality

(mind)

•Sequential knowledge

(there & then)

•Digital knowledge

(theory)


Explicit knowledge is communicated and can be `transferred across individuals, across space, and across time` (Grant, 2002, p.177). Tacit knowledge, however, can only be watched closely through its usage and approached through practice, all of which is a time consuming, expensive and uncertain process. Thus, there is a need to convert tacit knowledge into explicit knowledge. Nonaka and Takeuchi (1991) specify four types of knowledge conversion as it is of particular interest and central to the capability of an organization to create a knowledge base.
Figure 2.4b
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According to Grant (2002, p.182), the four quadrants have the following meaning. Socialization means sharing tacit knowledge among individuals and from the organization to the individual. Externalization requires articulation of tacit knowledge, e.g. the usage of metaphors to communicate hidden concepts. Internalization reflects the process of turning principles and instructions into intuition and routines. Information systems need to combine parts of information and other forms of explicit knowledge.
Explicit knowledge can be disseminated by reports or discussions. Tacit knowledge results of experience and intuition and forms the major part of the knowledge important for the company. At the same time, it provides `major challenges and opportunities in knowledge management` (Grant, 2002, p.186). The `storage, analysis, and systematization of explicit knowledge` (Grant, 2002, p.186) has been facilitated by the development of information technology. But, as the bigger part of organizational knowledge is experience-based and intuitive, the transfer to `other parts of the organization in order to utilize it more effectively, remains a fundamental management challenge` (Grant, 2002, p.186). Nonaka and Takeuchi (1991) revealed that intuition and know-how can be disseminated to members of cross-functional teams by addressing the importance of communicating the different types of knowledge. 

The spiral of knowledge creation as Nonaka and Takeuchi (1991) demonstrate, converts knowledge between the different knowledge types, these are explicit and tacit knowledge, and knowledge levels, which concern the individual, group, organization, inter-organization, and thus start from socialization to internalization, related to tacit knowledge, and start from combination to externalization, related to explicit knowledge. Quinn (1992) highlights the importance of tacit knowledge, which is the most relevant resource of the organization in the long run. Tacit knowledge is nearly impossible to imitate. It is a characteristic of resource-based sources of competitive advantage. Chandler (1962) stresses the significance of management controlling systems top-down, while Nonaka (1991) is in favour of middle managers to create knowledge.
Figure 2.4c
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Creating and sharing knowledge is especially appropriate for service industries, because most service industries depend on knowledge-based resources concerning design and delivery of services, e.g. the financial services industries. Herein the existence of tacit knowledge is particularly important, e.g. concerning the routines of staff. Relationships amongst staff, both formal and informal, with stakeholders, for example suppliers and customers, are crucial to success, Kay (1993) calls this `architecture`. The `internal architecture` according to Kay (1993) is the basis for learning and innovation. As capabilities exist in a permanently changing context, organizations encounter the challenge to meet present and future demands. 
2.5
Dealing with emotions
Daniel Goleman (1998) states that the most effective leaders have a high degree of emotional intelligence. He calls them `threshold capabilities` because they are the `entry-level requirements for executive positions` (in Henry, 2001, p.127). Different leadership situations require different types of leaders, and thus perceiving people and organizational context is important for managers. Goleman suggests that intellect shapes `outstanding performance` and supports `big picture thinking` (in Henry, 2001, p.129). Brain and knowledge are important to master challenges. But, emotional intelligence is crucial. It consists of self-awareness, self-regulation, motivation, empathy, and social skill. A genetic component is responsible for emotional intelligence as well as nurturing. Goleman states that `emotional intelligence increases with age` (in Henry, 2001, p.130). He directs responsibility to companies which `must help people break old behavioural habits and establish new ones` (in Henry, 2001, p.130). A prerequisite to building one`s emotional intelligence `cannot – will not  - happen without sincere desire and concerted effort` (in Henry, 2001, p.131).
Figure 2.5a
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Csikszentmihalyi relates to the systems view considering the individual and the environment. He suggests creativity to be a mental process which is influenced by culture, society and psychology. Problem solving requires creativity, which is `a process that can be observed only at the intersection where individuals, domains, and fields interact` according to Csikszentmihalyi (in Henry, 2001, p.11). He uses the term `domain` for the `cultural, or symbolic, aspect` and the term `field` which reflects the social aspect. Figure 2.5b shows the intersections of the aspects. Csikszentmihalyi`s message is to encourage communities `that may or may not nurture genius` instead of simply highlight the individual (in Henry, 2001 p.24)
Figure 2.5b
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2.6
Empowerment

Personality traits can be identified by the `five overarching traits, referred to as the `big five` (Goldberg, 1993)` knowing that they have `an undesirable and desirable pole for each dimension …` (Henry, 2001, Creativity and Perception in Management, pp. 100-1). Henry suggests that the `big five` preferences are innate which means that to some extent the traits limit the extent to which a person can change her/his natural style. Later in life, with growing experience, people learn to copy skills. A common inventory to analyze people is the Myers Briggs Type Indicator (MBTI) which draws on `Jung`s theory of personality types, addressing how people set priorities, acquire information, relate to others, and make decisions` (Henry, 2001, Creativity and Perception in Management, p.103). Concerning problem solving, Hirsch (1985) `outlined the role each MBTI type inclines to when problem solving` (Henry, 2001, Creativity and Perception in Management, p.107), e.g. E for extravert means s/he communicates, acts and executes, F for feelers means s/he stresses values and supplies meaning. Thus, as all types of personalities can contribute to the success of a company, a firm 

can perform better when it knows what kind of traits their employees and managers possess.
Figure 2.6a
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Empowerment of people is a means of creating abilities for problem solving. Performance effectiveness can be enhanced by the accountability model, coaching and counselling. The accountability model suggests `clarifying responsibilities, devising measuring instruments and holding sub-units (including individuals) to account`, coaching `involves a systematic and deliberate approach to helping … staff to develop their knowledge and skills`,  and counselling `is an active listening tool designed to enable individuals to discover their own solutions` (The Open University, Managing Human Performance, p.27). Line managers need to know what is to be done and how it can be done. Sensitive managers need to know that interventions may lead to unintended results or reactions. 
Performance management is a process that involves careful observation and assessment, clear communication, objective analysis, motivation and setting targets. Since the late 1990s coaching has become a commonly acknowledged technique to improve management outcomes. But, as techniques are only part of the whole, employees are willing to deliver effective performance if they feel committed to the company. Thus, the organizational atmosphere needs to encourage commitment, and all levels of management need to use a supportive style to create trust. Based on these building blocks, techniques such as coaching of people can become effective. The different coaching styles and their impact on staff are demonstrated by the following figure.
Figure 2.6b
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The Thinker Calculator Logical, calm, dispassionate

The Fun Lover Whoopee Creative, exciting

The Defendant Manipulative Provokes, teases, humours


3 Present and future

Problem solving at present and in the future embraces both the structure of an organization and the competences of staff. Problem solving needs to use computerized data more intensely than in the past. Environmental conditions change continuously, so Miles and Snow (1986) suggest a form of network that they call the `dynamic network`, characterized by `vertical desegregation, brokers, market mechanisms, and full disclosure information systems`. Thus business functions, e.g. product development, or marketing and distribution, are provided by independent companies within the network. Brokers act as intermediaries to tie units together. Organisational control mechanisms are replaced by the market. Broadly used electronic information systems deliver transparency of results and processes, and replace trust-building procedures. The `dynamic network` therefore builds on distinctive capabilities with components complementing each other. Quinn`s (1992) analysis of highly innovative organizations leads to a desegregated network with lots of companies that split off for the advantage of entrepreneurial freedom, and the linkage to their parent company that owns them partly.
Figure 3a
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But, there are some disadvantages of the Snow model. First, an overall existing culture cannot emerge, as there are many independent companies, and so a unique mindset of the company cannot come up. Second, control of both processes and results needs to be observed more careful than in traditional company structures. Third, the splitting off implies the risk of serving for rival companies, e.g. a particular part of a process is detected as competitive, so this action may weaken the competitive advantage of the parent company.
3.1 Interactions and communications in organizations

Due to the complex nature of individuals and situations, managing performance can make vital contributions to the success of an organization. Both companies and employees are interested in acquiring state-of-the-art competencies. But their goals differ: while companies try to make the most of staff, especially of the ability to learn, people try to gain `more general, transferable skills to preserve wider employability` according to Nordhaug (1993). He divides different types of skills into six categories, which are `meta-competences, industry competences, intra-organisational competences, standard technical competences, technical trade competences, and unique competences` - focusing on problem solving, intra-organisational competences are the most important ones. He highlights `knowledge of aspects of the organisational culture, knowledge of networks, alliances and communication channels within the company` among others – with communication and information as the core elements. 
Figure 3.1a
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Hofstede`s country clusters reflect his results concerning `power-distance, uncertainty avoidance, individualism, masculinity` across different countries (quoted in Henry, 2001, Creativity and Perception in Management, pp. 136-7) and show that there are different national value systems that affect managerial behavior. His findings revealed three groupings: the European cultures are lower on the power-distance variable than the others. This means that people estimate individual and local discretion higher than `more autocratic and paternalist patterns of power` (Henry, 2001, Creativity and Perception in Management, p.138). Anglos and Northern Europeans are detected as more individualist than Latins and Asians, Arabs and people in the Developing Countries – all of them turned out to be more collectivist. Essentially, national cultures need to be respected concerning problem solving as behavior of both staff and managers builds on national value systems.
3.2
Outlook
Competition often urges companies to collaborate. They aim at reducing cost of technological development and of risk of development, and to shorten time taken to develop and bring products and services to market, as well as achieving scale economies in production. According to Tidd et al. (1997) technology, the partners will save transaction costs `when dealing with a firm with which they are familiar: they are likely to have some degree of mutual trust, shared technical and business information, and existing personal social links` (in Henry and Mayle, 2003, p.169). Tidd et al. (1997) acknowledge potential risks with collaboration, e.g. `leakage of information, loss of control or ownership, divergent aims and objectives, resulting in conflict` (in Henry and Mayle, 2003, p.170). They suggest sub-contracting, cross-licensing, consortia, strategic alliances, and, additionally with typical long-term duration, joint venture and network. The long-term advantages are `complementary know-how and dedicated management` in the case of joint venture, and `dynamic, learning potential` in the case of network (in Henry and Mayle, 2003, p.171). 
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Essentially, companies collaborate `to reduce the cost, time or risk of access to unfamiliar technologies or markets` according to Tidd et al. (in Henry and Mayle, 2003, p.186). In addition to short-term cost savings collaboration provides the opportunity of learning new competencies or capabilities in the long term. Thus, to meet market challenges, companies need to reckon investing both in the short and the long term. 
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