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ABSTRACT

"..

27 This papetr‘di'scusses transorganizational systems as an innovative yet
increasingly frequent response to organizational decline. Transorganizational
systems are coalitions of multiple organizations formed to address common
problems, in this case to deal more effectively with organizational decline.
It is argued that, in spite of strong-factors militating against their
formation, transorganizational systems are favored under certain specified
conditions. It is further argued that the nature of the decline itself will

interact w1th these condltlons “to determme type of transorgamzatlonal

system 11nkages, whether among smllar or dlssmllar organizations.
Transorganizatlonal °ystems examples are c1ted to 'illustrate the arguments,
and finally an approach is suggested for creating and developing

transorganizational systems decline strategies.






The growing body of research on organizational decline may be viewed as a
response to a recent development in the history of organizations. During the
past several years, there have been increasing examples of organizational
cutback and failure, often in large organizations that had, in the past,
enjoyed a-degree of immuni‘ty from retrenchment. Numerous private and public
organizations are now facing turbulent enviromments, critical scarcities of
vital resources, and uncertain demand for goods and services. .Consequently,
scholars are beginning to:focus on organizational decline, in contrast to more
traditional concerns for organizational growth (Hirschhorn & Associates,1983;
Whetten, 1980a).

-In this paper, we will explore an innovative yet increasingly frequent
response -toorganizational decline, the formation of transorganizational
systems - (TS). . We begin with a general discussion of traditional responses to
decline, -and then describe TS decline strategies, identifying the specific
circunstances under which .those alternatives are likely to occur. Specific
examples of TS will be discussed, and finally we will suggest an approach for
creating TS programs to deal with decline.

TRADITIONAL RESPONSES TO DECLINE

Organization responses to decline depend, in part, on the nature of the
decline. Whetten (1980b) distinguishes between "decl ine-as-stagnation" and
"decline-as-cutback." Decline-as-stagnation refers to a general
organizational climate and, ironically, is likely to occur during periods of
abundance. Here organizations allow performance to slide and still achieve
acceptable results, because resources are plentiful and demand is high. This
type of decline may not involve cutback at all, but rather a gradual and
subtle decrease in the rate of organizational growth. Decline in this sense

is often considered a result of poor management, although that recognition



typically does not occur until long after the seeds o.f decline have been sown.

'In tﬁi's paper, we are concerned with decline-as-cutback. This kind of
decline is more observable than decline-as-stagnation, and thus offers a
clearer basis for discussing organizational responses to decline. Such
f:la;_i_ty is}especial ly helgful at this early stage of conceptual ization about
organizational decline.

Decline-as—-cutback is an actual reduction in the scale of an
éfganization's operations, p-recipitated either by a loss of coxripetitive
;a;}ant;;e_ (.rlesultil.'m-g- m a snalller share of m:arket) or a decrease in
e'-nvi'r;nmentai muni.ficen'ce (reéuii:ing in a shrinking of the total market).

Presumably, different organizational responses will be more or less

appropriate under these different stimuli for decline.

.. Although there are a variety of possible management responses to decline,
they‘tend to be myopic in discovering causes and developing solutions.
Despite obvious external dependencies, managements tend to search for internal
solutions to decline rather than for external solutions. (Pfeffer & Salancik,
1978). Organizations and their managements go to considerable effort to exert
a need for control and thus maintain autonomy (Aldrich,1979). They tend to
resist external relationships that impinge on their ability to exercise
discretion. Even when managements recognize the need for external
relationships, they are likely to seek linkages affording the highest degree
of freedom (Pfeffer & Salancik, 1978; Mulford & Rogers,1982). Organizations
will sacrifice autonomy only to the extent that they see clear, important
compensating advantages. ..Such .advantages generally comprise.vital resources.
needed for survival (Pfeffer & Salancik, 1978),

This "z;ugged individualism" response to decline is also reinforced by the

American culture. Many large U.S. firms have developed and thrived in a



highly competitive, individualistic culture. As a result, deeply ingrained
American cultural norms serve as strong support for solving organizational
problems internally. Moreover, management is less likely to question
cultural norms and learn new responses during the stressful periods of
decline. Failing organizations tend to place greater emphasis on well-
learned, institutionalized responses (Hedberg, Nystrom & Starbuck, 1976).
They do not question programs and solutions which were once successful, yet
may be ineffective for coping with a cutback situation.

In summary, organizations and their managements tend to look inward for
solutions to decline; they attempt to ma'i;ltain autonomy, and enter into
external relationships only as a last resort to obtain additional resources

for survival.,

-TRANSORGANIZATIONAL SYSTEMS RESPONSES TO DECLINE

---- Given an organization's tendency to respond to decline internally and
with minimal- external linkages, it is surprising to find a growing list of
examples that describe how organizations join with other organizations to
mandge decline(Costanzo & Gershenfeld, 1982; Corrigan, 1983; Taber, Walsh, &
Cooke, 1979; Berg & Hafstrom, 1982). Generically referred to as
transorganizational systems, these multi-organization responses are an
unexpected yet potentially effective strategy for managing decline (Cummings,
in press). They represent coalitional structures formed by two or more
organizations for a common purpose; in this case, dealing with organizational
decline,

-Transorganjzational systems strategies.enable organizations with disparate
goals to combine resources to bear on common problems. The costs, however,
may be high} member organizations must sacrifice some autonomy and resources

in order to coordinate their efforts. TS approaches also require complex



social structures that are difficult to create and manage. At the same time,
the benefits can be great, not only to stem the decline, but even to
revitalize what was thought to be a hopeless situation.

Because t‘ransorgan.izational Systems strategies are an innovative response
to decline, we believe they deserve more systematic attention. At this early
stage of understanding, conceptual clarification is a necessary prelude to
empirical investigation. In this section, we provide a preliminary model
for clarifying the boundary conditions within which this new social invention
of external collaboration (TS) can be expected to occur.

The TS decline model, shown

=y ey 3 -~ [l

favorable to TS decline strategies. Because of strong forces militating

in Figure 1, lists specific conditions

against organizations joining with other organizations to manage decline, we
expect TS responses to occur only under a narrow range of circumstances.
Examination of the limited examples of TS decline strategies appearing in the
‘literature supports this premise... The following five conditions have been

identified as favorable to TS responses.

Figure 1 about here

1. Environmental turbulence. Based on the work of Hmery and Trist

(1965), several researchers have suggested that a major impetus for forming TS
strategies is turbulent envirorments (Trist, 1967; Gricar, 1981; McCann, 1981;
Boje;: 1982; lawless, 1982). It is argued that as the environment becomes more
complex- and changing, organizations experience so much uncertainty that they
cannot cope with it by acting alone. By joining together with other

organizations experiencing similar field-related problems, organizations can



negotiate a more stable order and reduce turbulence to more tolerable levels.
Motivation to do so, of course, depends on organizational members perceiving

environmental turbulence as contributing to their decline.

. 2. S@ fate. Declining organizations are likely to
seék TS fesponses to the extent that they perceive interdependence or shared
fate with other organizations. Such interdependence may derive from
techﬁol-ogical specialiia.tion and involve resource exchange among
org;emizations; or .i.t‘rﬁa)-r if;;olve organizations sharing a common problem
domain, such as might occur among local organizations in a community
undergoing industrial decline.

3. Lack of exit.option. Organizations are more likely to choose

transorganizational systems strategies when there is lack of option to exit -
the decline situation. There are numerous examples of national and
multinational companies simply pulling out of communities in which performance
of local subsidiaries has fallen short of corporate standards.levine (1979)
makes the observation that individuals who have the most to contribute to
declining organizations are frequently those who have the most opportunities
to leave. 1In examini@ plaﬁt closinés, M(-;.c;.l; an-d-WOOdworth- (1983) show that
plants are more likely to close in cases of absentee ownership because the
community does not represent an important, continuing, and inescapable
reference group . . In these cases of exit option, the organization is not
geographically bound, and hence has little motivation to engage in joint
problem solving with other organizations. By contrast, a school system or
other. community-bound organization has no exit;eopti.on; these "trapped” .
organizations are likely to to seek solutions through joint problem solving
with other c;rganizations' in the community.

4. Altruism. As the term implies, unselfish concern for the welfare of.



others can stimulate TS decline strategies. To the extent that organizational
decline is viewed as a threat to human and social well-being, we can expect
declining organizations to seek outside linkages in order to mitigate
destructive consequences. This altruistic motive for TS decline strategies
seems part;_icularly salient in situatiolns where organizations have strong

social as well as economic ties in a community.

5. ~Mandate. Probably the most direct motivation to form.TS under
conditions of decline is when some higher authority or law mandates it. For
example, the goverrment may intervene to mandate 1linkages among public
organizations that are having trouble providing essential services. It is

assumed that the mandate will require necessary coordination among agencies,
thus:providing services more effectively than single organizations acting
alone. A less.direct form of mandate is govermment sanction, such as waiving
antitrust laws té permit the merger of companies in trouble.

- -

INTERACTIONS BETWEEN FAVORING CONDITIONS AND NATURE OF DECLINE

" At this rudimentary stage of conceptualization, the five conditions
favoring TS decline strategies should be treated as a checklist of possible
initiating conditions. Clearly, considerable theory and research aré needed
to determine the full range of conditions favoring TS decline strategies, how
they interact with each other, how each condition should be weighted, and how
they should be combined  (multiplicative or additive, for example) to impact TS
responses.
cinoin It seems.apparent -from: the - limited research. conducted ‘so far that no
single. condition, with the possible exception of mandate, is sufficient to
cause the initiation of a TS strategy. Management resistance to searching

outside the organization is so strong that several conditions must be present



.to motivate the affected parties to come together.

The question of successful collaboration is even more problematical,
hinging, we think, not only on the total weight of the favorable conditions
but on the extent that the conditions are recognized and acted upon at a
.relatively early stage in the process of decline. Waiting too long may allow
for fateful and destrucive decisions to be taken; although, if one acts too
soon, favoring conditions may not have emerged with sufficient strength to

provoke enough parties to act.

- The specific nature of decline will also signal which favoring conditions
are likely to be more salient and who may be the relevant parties to engage in
collaboration. As described earlier, the nature of decline~as~cutback
‘compr ises ‘two types:-decline resulting from a shrinkage of the total market
-and decline deriving from a shrinkage of market share. In general, we can
-expect the favoring conditions to promote transorganizational systems composed
of similar organizations when the nature of decl ine derives from shrinkage of
the 'tdt-.a‘i dn:;r'ket.r I;éfe the tot;l mduséry is facmg decline, “and favoring
conditions such as shared fate and environmental turbulence would motivate
industry members to band together to manage decline.

On the other hand, when decline is caused by loss of market share by a
single company, it is unlikely that other organizations from the same industry
would form a TS. Here organizations would be forced to save a competitor,
with only the declining organization serving to benefit. - Thus, dissimilar
organizations are more likely to engage in transorganizational systems when
the favoring conditions include shared fate at the community level, lack of
exit, and altruism on the part of local leaders.

In sumﬁary, the TS decline model provides a preliminary conceptualization

of this emerging strategy for managing organizational decline. It helps to .
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clarify the conditions promoting TS responses, and suggests how those
conditions might interact with the nature of decline to determine whether
collaboration will occur at an industry or community level.

. EXAMPLES OF TS DECLINE STRATEGIES

'So far the discussion about TS and decline strategies has been relatively
abstract as we have tried to clarify the conceptual boundaries of TS decline.
Now will apply that knleeage to concrete cases of TS decline. The examples
éover both kinds of TS étrategies, those composed of similar organizations and
those consisting of dissimilar organizations.

TS Composed of Similar Organizations

. A transorganizational system composed of similar organizations has
recently been created in the semiconductor industry (€orrigan, 1983), Twelve
companies are pooling  their R&D resources to form Microelectronic and
Computer Technology Company (MCC), a TS that will respond to the semiconductor
thredt from Japanese competition. : The nature of decline involves an impending
loss of market share in a task environment characterized by high turbulence.
Each of the twelve industry members feels that it cannot manage the potential
decline by acting alone. Moreover, each faces a scarcity of resources in
terms of mounting an independent action. When combined with a strong
perception of shared fate and government approval, these conditions promote
the formation of an industry coalition for stemming the threatened decline.

7 ‘Another recent example has occurred in the steel industry, which has
acted to protect itself against foreign imports. Steel companies have worked
together and with-their lobbying groups to bring pressure on the federal
govermment for temporary restrictions. 'Ihe? also sponsored advertising in the
public medié so that citizens could exert influence or; their legislators.

This traditional TS strategy may not prove effective in the long run



unless the steel companies use their moratorium to modernize technology and
reduce labor costs. More innovative TS strategies, involving dissimilar
organizations (e.g. unions, suppliers, communities), will be required by
individual steel companies to determine which of them will emerge as more

effective.
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TS Composed of Dissimilar Organizations

The Jamestown Area Labor-Management Committee is a transorganizational
system formed by dissimilar organizations located in Jamestown, New York
(-Oostanzo & Gershenfeid, 1982). It was created in the early 1970's.to stem-an
J';ndustrial decline that. was well underwa'yi The number of manufacturing jobs
in Jamestown had decreased steadily for 18 years. Jamestown's industries
were moving south, plants were closmg, and unemployment was runmng almost
iaa%ahead of the natlonal average. Furthermore, many young, educated people
were leavmg Jamestown in search of better employment opportunit;".es eisewhere.
Con\/'-entlonal industrial developnent efforts had failed because Jamestown had

a reputatlon for a bad labor management cl imate.

Conditions in Jamestown mcluded many ingredients that we have suggested

as fostering the creation of TS strategies at the community level. Problems
faced by the community were c]..learly beyond the ability of individual
organizations. Industry in the entire northeast was migrating south and
Jamestown was particularly hardhit..A high level of organization
interdependence existed within the snall community; everyone was affected by
the deteriorating economic k;ase. While some firms were able to exercise an

exit optlon, many were not. Those rema1n1ng in the communlty shared a common

fate with the others. =~ T ST reteme e st
“Although not without difficult periods, the ten year history of the

Jamestown Area [abor—Management Committee appears to have been a success. The

TS was 1n1t1ated with a clear purpose: to restore the existing manufacturmg



economy of Jamestown. The coalition included organizations from goverrment,
industry, labor, and higher education. It involved a multi-pronged approach,
1nclud1ng resolution of the major hostilities between labor and management,

eittensive retraining programs to prepare people for jobs, and attracting new
business to the area. The town today reflects a dramatically changed climate.

‘Jamestown is an example of a TS strategy motivated by turbulence, shared
fate and lack of exit; yet those conditions existed for some time before the
TS was formed Therefore we must ask what happened in early 1972 to provide
additional impetus for formation of the Committee.

'Ihe role played by certain individuals, both in creating and sustaining
tl:e 'I‘S, appears to be 51gn1f1cant. The personal initiatives of Jamestown's
mayor, Stan Lundine, _and others who were genuinely committed to the -
conmunity ._provided major impetcs for a .cooperative effort. | Many of tiiese key
iaeopl_e‘ @re motivated b_y lst'rong humanitarian values ano a deeb concern for
the soc1a1 costs of decl1 ine. w‘ni—le it'i.s o-ifficult to determine how much

) moe o For g tsd abuse s .
altcri;ism was a causal factor, 1ts presence‘seemed necessary to tip the scales

in favor of the creation and continuation of the Jamestown Area labor- -

Management Committee.

Taber, Walsh, and Cooke (1979) have also documented the development of a
community-based TS, created not to stem decline, as in the Jamestown example,
but to reduce the deleterious effects of decline. This case involved the
shutdown of an.outmoded plant that produced automotive components and trim for
a declining market. ‘The action to close the plant was not opposed by the
community; however, members of the community and representatives of the plant
were cohcérned about the impact' that loss of jobs'wsuld have on employees.
While numerous community-service agencies were already in place, a serious gap

existed in terms of their comprehensiveness, coordination, and activist

10



orientation in addressing the human needs anticipated from the shutdown. The
transorganizational system that was developed had as its purpose to coordinate
the various agencies in order to help employees cope with the various effects
of job loss. It included management, union, university, and community
fepresentation.

Here again, there was a sense of shared fate among community
organizations and some lack of exit option. The plant was owned by a company
based in another city and the parent corporation was concerned with
minimizing the cost of the shutdown. It-had little altruistic interest in
helping the community to deal with the aftermath. But the local plant manager
and two staff specialists in human resources from within the plant expressed a
strong concern for the human costs.of the shutdown, and they subsequently
played a major role in creating the TS.

“'In this case, as ih Jamestown, there were obstacles to TS formation and
c¢ontinuation.- The process began without the support of the corporation or
c¢ity officials, both of whom had other priorities. The TS went through
painful stages of development, growing and evolving from an ad hoc to an
established organization. At several points, there were opportunities for
breakdown; yet a strong sense of shared fate among the various agencies

helped to form the Council, and the the altruistic motives of several key

fibel e

individuals played an important part in sustaining the cooperative process.

bam L e s

‘A third case -example involves the liquidation and "transformation" of the
Oresundsvaret Shipyard in Landskrona, Sweeden (Berg & Hafstrom, 1982).
Faced with a declining world market for ship construction and inability to
compete in 'it, the parent company, Swedyards, decided to close down-the plant,
employing nearly 3,000 people in a community of 36,000. The parent c.ompany

sought government approval, and the Sweedish parliament authorized the close
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down in order to permit other shipyards in Sweeden to survive.

In a remarkable effort of cooperation and ingenuity, nineteen
organizations banded together under government sponsorship to form Landskrona
Finance to provide venture capital and consulting assistance in the start-up
of new businesses proposed by departing employees of the shipyard. The TS was
composed of two municipal govermments, a regional investment bank, Swedyards,
and fifteen private industrial companies within the region. Together they
contributed more than $15 million as a capital base to fund new businesses
‘proposed by: the shipyard employees. 1In addition, a re«jional industrial park
was created on which to locate many of the new businesses. A central core
business was also formed to provide accounting, personnel, and expert
assistance %o that each new business would not have to afford this costly
overhead."

The net result, one and a half'years later, was a thriving set of twenty-
£ive new. compariies,; employing over seven hundred employees from the shipyard.
Other employees were assisted by the TS in retraining and finding employment
throughout the region. No empléoyees were left to join the unemployed.

This shipyard closure represents TS working in its most effective manner.
All of the favorable conditions mentioned previously were present. A careful
plan was formed from the beginning to bring together the public and private
sectors at the regional level, and the result was to create several self-
susta1n1ng businesses that will 11ke1y create more weal th than was ever
p0551b1e w1tﬁ Ptl;ehsmpyard. More 1mportant, perhaps, is the opportumty
created for many shlpyard employees to begln a new stage in life as
_ent_-rep_re'neurhs .

P e Tt DRIy € Y e 5y ik e T ) L T

CREATING AND DEVELOPING TS DECLINE STRATEGIES

We have alluded to the difficulties inherent in creating and developing

12
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TS decline strategies. These multi-organization responses require member
organizations to reverse their traditional responses to decline, and, in doing
so, to surrender some autonomy and resources to coordinating the TS.
Moreover, the tasks of managing multiple 1linkages among organizations and
sustaining commitment to the TS are especially difficult under conditons of
decline. They place severe demands on an organization's ability to manage and

~. .commit itself to external linkages, especially at a time when management's

© > attention is likely to be directed inward to the organization's own
functioning.

Cummings (in press) has suggested that the creation and development of TS

~_.:=strategies require a. form of planned change distinct from that -
.- traditionally used in single organizations. BHe argues that TS situations tend
to be underorganized; relationships among member organzations are loosely
~... coupled and often indirect, .leadership and power are dispersed among several
¥ member organizations, and commitment to the TS is sporadic as membership ebbs
and flows.

Given these difficult conditions, planned change needs to focus on
mobilizing and bringing order to the underorganized TS. This effort requires
building new linkages and creating a system where none existed before. It
will also involve establishing new structures, roles, and technologies to

- bring regularity and predictably to the TS.

‘Cummings has developed a normative model for TS attempts at planned
c1c.:change, . involving .three: phases: identification,. convention, and organization.
~.,. It is beyord the scope of this paper to present the full model in detail.

Rather, we will brief_ly describe the thrt_ee stages and outline critical issues
needing to be addressed in each phase. Although this model of planned change

is in an early stage of development, we feel that, if the conditions favoring
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TS decline strategies are already present, its application will increase the

likelihood of creating and developing effective TS.

Identification

The porpose of the identification phase is to specify organizations
potentially composing the TS. Because TS situations tend to be
underorganized, the identification of potential members can be difficult
because linkages among them are loosely coupled or nonexistent. Moreover,
cr1ter1a for TS membershlp may be so amblguous and difficult to assess that
prec1se settlng of boundaries is 1mp0551b1e.

While the identification process is necessarily somewhat arbitrary, the

ultlmate effectlveness of the TS w111 be determined largely by inclusion of

approprlate orgamzatlons. Fallure to mvolve relevant organizations, or
conversely, 1nclus1on of 1nappropr1ate members, may undermme the TS's ability

to manage declme. 'Iherefore, a systematlc method for part1c1pant

R

1dent1f1catlon w111 1mprove the 11kel 1hood of de51red TS outcomes.

The following issues need to be addressed at the identification stage.
They can serve as a_guide to the selection process by directing attention to
rel ev-an_t considerations:

1. what is the nature of the TS decline problem?

2. What knowledge, skills, and resources are needed for solving the
problem?

3. What organizations can provide those skills and resources?

4. What organizations control resources, information, and legitimacy
related to the TS problem?

5. Who should provide leadership for identifying potential TS
members?

6. Bow can such leadershlp be enacted"

5 ' 1 Lit je - L PR o e Eie g c © oy
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Convention

Once potential members of the TS have been identified, the convention
phase brings them together to assess the feasibility and desirability of
forming a TS. Typically, this phase includes one or more meetings (convening
events) where potential members can openly explore their motivation to work
together and to share their perceptions of the decline problem. The intent
here is to establish sufficient levels of motivation and problem consensus to
form the TS.

The following questions should be addressed at the convention phase:

1. Who should convene potential TS members?

2. Who should represent the organizations at the convening event?

3. How should the convening event be managed?

4. What are the cost/benefits of interacting?

5. What is the motivation underlying interaction?
=7 6., What 11ke1y motivational problems exist?:.

7. What is the nature of the TS decline problem, and how does the
larger TS environment impact it?

Yoo

Organlzatlon

3 ..'?‘ s . - . S 3 % ety
concificocion ] a

If, dur1ng the conventlon phase, a declslon is made to create a TS, the

organization phase proceeds. Its purpose is to provide the necessary
structures and mechanisms to support and regulate joint behaviors toward
achieving the TS purpose. Because TS are typically underorganized, the
organization stage generally involves the creation of structures, roles, and

and respon51b111t1es where few or none existed befbre.
AVELTEL ) = ] I
The follow1ng questlons w1ll serve as a gulde to the organlzatlon phase-
1. What are the desired outcomes of the TS°
2. What kinds of member interactions are needed to address the TS
decline problem?
3. What structures and mechanisms are needed to promote those

interaction processes?
4. Bow involved should TS members be in implementing the TS
structures?

5. When needed, how should member participation be managed?
6. What data should/can be collected to guide the implementation
process?

15



~ We refer to these three stages as a process of transorganizational
development. It is essential not only to organize a loosely-coupled system,
but to develop a common perception of the problem and to arouse sufficient
human energy for solving it. The concept of shared fate, for example, is not
strictly an objectivée phenomenon measured only by external criteria. It is
also a subjective factor with cognitive and emotive implications—-shared fate

has to be perceived and felt for the affected parties to move ahead.
CONCLUSIONS

The cfe;ation of TS decline strategies is an innovative and potentially
promising épproach fof ;nanaging orga'r.;izational decline. Al though the
conditions favoring this response seem relatively limiting, many of them are
becoming increasingly prevalent in our soci_ety., Environmental turbulence
should continue::i-;.o._'— ﬁrfé;ibrﬁi;\a-te 1nmany _.sect.:or_'s;of our society. Similarly,
interdepe_ndénc_'é and shared Ifate_ among organizatiohs can be expected to
increase, particularly in light of the current information and technology
';'iti-:'vafdtioﬁ_:': In spite of the obvious obstacles, TS may be one of the more
effec'tive. remeéiés for coping with the inevitable decline facing organizations
in the coming years. |

In this paper, we have attempted to identify the conditions under which
TS might be an appropriate response to organizational decline, and have
suggested an approach for creating and developing TS decline strategies.
I;bpefﬁlly, this preliminary conceptuélizaf.ion will lead to more systematic

study of innovative responses to organizational decline.
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FIGURE 1: TS DECLINE MODEL
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