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Lecture 18

7 changes between modern large corporations and early-20th century entrepreneurial firms 

1. To make use of KSE you need a technostructure.  The technostructure is distinguished from the rest of the company as the rest of the company is based primarily on KEE.  The dividing line runs through the factory and through the office.

2. The entire technological structure must be planned.  This requires a lot of time.  Long before the technology is brought to market, there are years of planning behind.

3. The capital investment that must be made to bring a product to market literally goes through the roof.  There is a move from ownership by a family to ownership by hundreds of thousands of shareholders. 

4. With the change in ownership comes a change in the control of the company.  The expertise required in running such a company is too great for a single person.  There is an emergence in management teams and battles over the control of the company between the management teams and the owners.  The owners have little say since they don’t necessarily understand the technology behind everything.  Suggestions to the management require the suggestion to pass through the technostructure.  Even if an owner is an expert in a specific field, he doesn’t necessarily understand the rest of the information and interaction involved in his suggested change.  Of the 100 largest economies in the world, over half are trans-national.  This is connected with free trade, and this is causing huge environmental and social problems, since anything that stands in the way of growth is disregarded.
5. The goals of the large corporation:  When the entrepreneurs were in charge of the firms, the main goal was profit maximization.  A modern corporation tries to balance four goals.  

a. To protect the autonomy of technostructure (e.g. independence).  There are two things that can affect a technostructure: if the shareholders overturn the technostructure.  This is often caused when the shareholders are not paid enough.  The shareholders must have a reasonable return on their investments, but that is different than maximizing profit.  But it is not good to borrow money.  Most corporations take part of their earners as investment capital.  Protecting complex strategies from arbitrary interference.
b. Growth.  We expect things to grow.  In particular, for the technostructure, growth means increased responsibilities, and this comes with a salary increase and a fancy title.  Growth on a finite planet can be a problem.
c. Technical virtuosity.  Somebody spends a lot of time and money to gain expertise in a certain area and will not be happy unless he can apply his KSE knowledge.

d. Diverse goals.  A number of needs to monitor carefully.  If there are plants in various communities where people are getting frustrated with the pollution.  One may have originally decided that in 3 years he is going to upgrade the pollution controls in his factories, but then he then changes his mind and solves the problem before the politicians get involved.  To prevent something that will plague the company later on, the company might change strategy trading-off maximum profit for long-time viability.  The Japanese have a longer time-focus than Americans in general.

6. Planning the technological cycle means planning when the product becomes obsolescence.  A technostructure cannot wait until the next invention will be discovered.  It is essential to maintain innovation.  It is a structural problem.  As much as one can take the components of an electrical circuit and hook it up with some equipment, then characteristics of the equipment depend on the quality of the individual components involved.

7. Planning.  There is a structural problem in that it is impossible to run a modern transnational corporation without planning.  This is a problem that serious environmental groups, labour management groups have tried to resist.  This is a social issue, and it must be dealt with appropriately.

8. Risk Diversification.  Planning the entire technological structure is no guarantee that nothing will go wrong.  Sometimes things go wrong and the company has to be able to deal with that.  It is necessary to have product diversification so that if one division encounters a problem, it doesn’t endanger the entire company.  This is also a structural issue.  If someone wants to invest hundreds of millions of dollars and years of research and planning in a company, one must make sure that it is going to work out.  All the inputs are non-transferable so one must make sure that it will work out

Third change in dimension of mediation
Technological development begins to change.  One can systematize bodies of knowledge.  Applications of the knowledge are distributed over many areas of technology.  

3 changes in dimension of mediation with change from KEE to KSE

· Change in technological cycle

· Change in structure of company

· Change in technological system

