Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David

Project Name: The Emergence of Virtual Organizations
Subject Name: Strategic Management
Subject Code: LCMB7003
Lecturer: Amare Desta (Prof)
Course: MBA International management

Term: 2

Student Name: KRUSHNABEN DEVANI

Student ID Number: 2314555




Introduction to Virtual OrganizationsS. ...........c.uiiiii i
Literature ReVIEW. ...
StrategiC ManagemMeNt ISSUE. ... ...
Challenges and Opportunities of Virtual Organizations...............cccoveieiieiiinannn..
Case Studies of Virtual OrganizationsS............c.oviuiiiiiii e
(@0 1o 113 o o
RETEIENCE LiST. ...t
o = O 1

Summary of Experiment Results, Figures, and Tables .....ccccvevieveiiivivennnn.




Introduction to Virtual Organizations:

Definition and Context

A virtual organization is a network of autonomous entities that work together to accomplish
common commercial goals, usually with the aid of technology. These entities could be
geographically distributed people, groups, or entire corporations. Virtual organizations are
distinguished by their reliance on digital communication technology, lack of a central physical
office, and extremely adaptable and flexible organizational structures. This is in contrast to
traditional organizations, which frequently base their operations on face-to-face interactions,
hierarchical structures, and a fixed geographic location (Chesbrough & Teece, 1996; Goldman,
Nagel, & Preiss, 1995).

Importance and Relevance

For a number of reasons, the study of virtual groups has become increasingly important. First,
remote collaboration is now more effective and economical than it has ever been thanks to the
quick development of digital technologies. Interaction across borders and time zones is made

easier by tools like project management software, cloud computing, and real-time

communication platforms (Cascio & Shurygailo, 2003).

Second, the global COVID-19 pandemic hastened the transition to remote work, emphasizing
the importance of researching virtual organizations. Businesses that had previously
implemented virtual organizational techniques were better equipped to respond swiftly to the
disruptions brought about by social distancing and lockdowns (Knights & McCabe, 2003). The
rise in the use of remote work serves as an example of this change; research during the
pandemic indicates a notable increase in telecommuting and digital collaboration (Brynjolfsson
et al., 2020).

Literature Review:

Historical Evolution

Over the past few decades, the idea of virtual groups has undergone tremendous change,
mostly due to changes in economic conditions and technical improvements. When companies
started investigating the advantages of electronic communication to expand their activities
outside conventional borders in the 1970s and 1980s, the first virtual organizations emerged

(Mowshowitz, 1997). This tendency was greatly accelerated in the 1990s by the widespread use




of the Internet and digital communication technologies, which made it easier for businesses to
manage and coordinate distributed resources (Davidow & Malone, 1992).

Economic issues such as globalization and the growing demand for firms to be more responsive
and adaptive to quickly changing market conditions are what drove the emergence of virtual
organizations. Because of these conditions, more adaptable organizational structures were
adopted, enabling them to effectively manage distributed teams and operations by utilizing
technology (Sieber & Griese, 1998).

Theoretical Frameworks

Several theoretical frameworks in strategic management have been applied to understand and
guide the development of virtual organizations. These frameworks often emphasize the
importance of decentralized management, flexibility, and agility:

Resource-Based View (RBV): According to this idea, businesses need to create special
resources and competencies to maintain their competitive advantages. Virtual businesses use
technology as a critical tool to foster creativity and teamwork, which enables them to react
swiftly to opportunities and changes in the market (Barney, 1991).

The framework known as the Dynamic Capabilities Framework centers on a company's capacity
to incorporate, construct, and reorganize both internal and external competencies to adapt
swiftly to changing surroundings. This is best demonstrated by virtual firms, which may
dynamically reconfigure their resources to take advantage of new opportunities due to their
agility and fluidity of operational structures (Teece, Pisano, & Shuen, 1997).

Transaction Cost Economics (TCE): By comparing the costs of coordinating outside of an
organization vs through the market, TCE has been used to explain the emergence of virtual
organizations. Through the use of technology, virtual organizations lower the transaction costs
connected with market transactions, making it more affordable and effective to coordinate
complex tasks across organizational and geographic borders (Williamson, 1981).

Network Theory: This theory looks at how an entity's behavior and success are influenced by its
relationships, resources, flows, and locations within a network. Virtual organizations are
frequently viewed as networks with teams, departments, or partner companies operating as
nodes that communicate via digital platforms rather than always being individuals (Powell,
1990).




Strategic Management Issues:

Planning

Goal-setting and Strategic Planning: Since flexibility and scalability are critical in a remote work
environment, virtual organizations approach strategic planning with a focus on these attributes.
Virtual firms need to employ strategic planning procedures that take into account various time
zones, cultural variances, and technical dependencies, in contrast to traditional organizations
that may rely on established routines and in-person contacts. They frequently use adaptive
planning techniques, which enable quick strategy modifications in response to shifting project
requirements or market conditions (DeSanctis & Monge, 1999). Furthermore, it is common
practice to use digital tools for scenario planning and forecasting, which allows for the dynamic
creation and revision of goals in line with the organization's digital nature and worldwide spread.

Resource Allocation: In virtual organizations, human capital, and digital resources dispersed
across multiple places are included in resource allocation, in addition to physical assets.
Sophisticated information systems and communication technologies are needed for the
allocation of these resources in order to guarantee that team members, no matter where they
are physically located, have access to the tools and information they need. This frequently
entails making investments in collaboration platforms that facilitate virtual work environments
and safe, scalable cloud storage solutions. Furthermore, tracking and managing expenses that
are dispersed across several locations and services presents special issues for the budgeting

process in virtual firms (Clemons & Row, 1992).

Designing

Systems and Organizational Structure: Virtual organizations are primarily network-based, with
less hierarchical and more project-oriented configurations. This arrangement facilitates
adaptability and quick reaction to changes in the surroundings. Strong IT infrastructure,
including the usage of collaborative tools like virtual private networks (VPNSs), project
management software, and real-time communication platforms, is crucial to the systems that
support these structures. According to Malone and Crowston (1994), these tools are essential
for preserving the connectedness and workflow integration required among geographically

distributed teams.

Cultural Considerations: Creating a unified corporate culture in a virtual setting can be quite

difficult. Deliberate efforts are needed to align ideals and develop a feeling of purpose among




team members in the absence of physical encounters. Regular virtual team-building exercises,
transparent and regular leadership communication, and the use of intranets and social media
platforms to share accomplishments and foster a feeling of community are all common practices
in virtual workplaces. Since team members may have different cultural origins, which affects
their work habits and communication methods, managing cultural diversity is also essential
(Zakaria, Amelinckx, & Wilemon, 2004).

Leading

Leadership Approaches and Styles: A combination of transactional and transformational
leadership styles is frequently necessary for effective leadership in virtual businesses. Leaders
must possess strong digital communication abilities and be adept at fostering trust from a
distance. Since transformational leadership emphasizes personal impact and a shared vision

over direct supervision, it is very effective in motivating employees (Bass, 1985).

Employee Engagement and Performance Management: In a virtual workplace, keeping people
engaged and handling performance calls for creative solutions. In virtual environments,
performance management is more about defining specific goals and giving the assistance
required to reach them than it is about keeping an eye on daily operations. Maintaining
alignment and engagement can be facilitated by virtual meetings and regular feedback.
Effective performance monitoring and support for employees is becoming more and more
dependent on tools like performance management software that incorporates real-time

feedback systems (Cascio & Shurygailo, 2003).

Challenges and Opportunities of Virtual Organizations:

Challenges

Overcoming communication boundaries represents one of the biggest challenges faced by
virtual businesses. Even with the advancements in communication technologies,
miscommunication and inefficiency might result from face-to-face interaction being lacking. Time
zone variations can make timely coordination and communication even more difficult. Team
members may not always understand each other well or be as engaged when they rely too
heavily on written communication, which is devoid of non-verbal clues (Hinds & Mortensen,
2005).




Dependency on Technology: Technology is a major component in virtual companies, which can
present hazards and difficulties. Any malfunction in the IT infrastructure, including lost
connections or unavailable servers, can cause major disruptions to business operations.
Furthermore, the swift advancement of technology necessitates ongoing training and updates,
both of which can consume a lot of resources (Olaisen & Revang, 2017).

Security Concerns: The increased reliance on digital platforms for communication and data
storage makes people more susceptible to online attacks. Unauthorized access, data breaches,
and the loss of private information are security problems. To safeguard sensitive data and
uphold confidence with partners and clients, virtual businesses need to make significant
investments in strong cybersecurity measures and regularly update their security procedures
(Whitman & Mattord, 2005).

Opportunities

Access to Global Talent: Since virtual companies are not limited by geographic locations, they
can access a worldwide talent pool. Access to a wide range of knowledge and experience helps
foster creativity and enhance problem-solving abilities. No matter where they are located,
organizations can hire the best individuals for particular jobs or projects, which can give them a

major competitive edge (Cascio & Shurygailo, 2003).

Savings on costs: By reducing the requirement for real office premises, operating remotely
lowers overhead expenses including rent, utilities, and office supplies. These savings could be
put to better use developing new technologies or expanding into new markets. Further cost
savings can be achieved by using contractors or freelancers for particular tasks rather than full-
time staff (Hertel, Geister, & Konradt, 2005).

Greater Flexibility: Virtual companies gain from more flexibility in terms of management and
operations. Due to their freedom from the limitations of physical infrastructure, these
organizations are able to react to changes in the market and economic prospects faster.
Furthermore, workers frequently value having flexible work schedules, which can increase job

satisfaction and retention rates (Golden & Veiga, 2005).

Case Studies of Virtual Organizations:

Case Study 1: GitLab Inc.




Background: GitLab Inc. is an open-source software company that operates entirely on a virtual
basis, with no physical headquarters and team members distributed across more than 65

countries.

Strategic Management Challenges and Solutions:

Communication and Coordination: GitLab uses a variety of collaboration tools and upholds a
strong documentation culture to address the difficulties associated with remote communication.
All decisions, procedures, and conversations are openly recorded and available to all staff

members, which promotes asynchronous work and minimizes miscommunication.

GitLab employs a results-oriented work environment (ROWE) paradigm for performance
management, which bases employee evaluations on results rather than procedures. This
strategy fits in nicely with the virtual setup since it emphasizes output and productivity over

hours worked.

Lessons Learned:

It is impossible to overestimate the significance of complete and transparent documentation in
virtual organizations. It guarantees that every team member, wherever they may be, is informed

and in agreement.

In situations where direct supervision is impractical, placing an emphasis on outcomes rather

than procedures can increase productivity and boost employee satisfaction.

Case Study 2: Zapier
Background: Zapier is a web automation tool that connects different apps and automates
workflows. The company has operated remotely since its inception, with employees spread

across various continents.

Strategic Management Challenges and Solutions:

Hiring and Talent Management: Zapier leverages the global talent pool by hiring varied staff
from various backgrounds and time zones. In its hiring process, the company prioritizes cultural
fit and communication skills, ensuring that new workers are aligned with the company's values

and work style.




Technology Reliance: To successfully manage technology dependency, Zapier spends
substantially on dependable and secure tools required for virtual collaboration. They also have
strong data security processes in place, as well as regular security best practice training

sessions for all workers.

Lessons Learned:

In virtual firms, hiring based on communication skills and cultural fit is essential to preserving a

strong team dynamic.

Proactive technological investment and ongoing security education are required to reduce the

risks connected with excessive reliance on technology.

Conclusion:

Summary of Key Points
The unique qualities of virtual companies, problems with strategic management, and the
dualistic nature of their chances and difficulties have all been brought to light by this

assessment. Among the discussion's main points are:

Strategic Planning and Goal-Setting: To manage a remote workforce, virtual businesses use
technology and adaptive planning strategies, which promote dynamic goal-setting and strategic
flexibility.

Resource Allocation: Sophisticated digital tools are needed for effective resource management
in virtual companies so that everyone on the team has access to the resources they need,

wherever they are in the world.

Organizational Design: Network-based, less hierarchical structures that improve agility and
responsiveness are preferred in the structural and systemic design of virtual companies. In
order to create a cohesive atmosphere across geographically and culturally varied teams,

cultural considerations are essential.




Leadership and Management: To engage and manage performance remotely, leaders in virtual
organizations frequently blend transformational and transactional leadership approaches,
emphasizing the development of digital communication skills and trust.

Challenges: Overcoming hurdles to communication, controlling an excessive reliance on

technology, and resolving security flaws in digital operations are among the major challenges.

Opportunities: Access to a worldwide talent pool, cost savings from a lack of physical
infrastructure requirements, and enhanced operational flexibility are all advantages enjoyed by

virtual firms.

Future Implications

In terms of the future, virtual organizations seem to have a bright but challenging future, with a

number of trends and technical developments influencing their course:

Progress in Collaborative Technologies: Virtual enterprises will probably see increased
capabilities in augmented reality (AR) and virtual reality (VR) applications as digital tools grow
more advanced. By simulating more dynamic and immersive work environments, these
technologies may be able to alleviate some of the current constraints on virtual collaboration

and communication.

Automation and artificial intelligence (Al): These two technologies will further optimize
operations in virtual firms by offering sophisticated analytics for strategic decision-making as
well as automating repetitive jobs. Not only will this boost productivity, but it will free up human

talent to concentrate on more strategic and creative jobs.

Innovations in Cybersecurity: As long as security is a top priority, cybersecurity methods must
improve. Safeguarding confidential information and upholding confidence in virtual

environments will require increasingly sophisticated and resilient security solutions.

Enhanced Global Integration: As virtual companies take use of talent from around the world, the
trend toward more diverse and inclusive workplaces will not abate. This will promote creativity
and cross-cultural cooperation, but it will also call for sophisticated management techniques to

deal with different work habits and expectations.
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Precis:
This presentation, based on the Harvard Business Review article "A Simpler Way to Modernize

Your Supply Chain" by David Simchi-Levi and Kris Timmermans, presents an innovative approach
to supply chain modernization that is both cost-effective and time-efficient. In contrast to the
widely held belief that digitizing a supply chain requires substantial financial investment and multi-
year commitment, the authors present a methodology that promises substantial improvements

within 12 to 24 months by leveraging existing data, advanced analytics, and strategic automation.

The eight slides of the presentation explain the key aspects of the supply chain modernization
process. The initial slides introduce us with the three misconceptions regarding the complexity
and cost of digitizing supply chains, creating an opportunity to discuss the implementation and
advantages of an alternative, streamlined approach. The approach is based on the foundation of
three fundamental initiatives: creating a unified forecast, segmenting the entire supply chain
strategy based on the characteristics of the products, and finally creating a dynamic plan to
efficiently balance supply and demand.

Firstly, the unified demand forecast process emphasized the replacement of the traditional
consensus forecasting with a more data driven model which uses a variety of data sources,
including internal sales data, consumer demand signals, macroeconomic indicators and external
data. This step targets to improve the forecast accuracy, resulting in supply planning and reducing

unnecessary inventory costs.

Secondly, we discuss the next process, segmentation of the supply chain strategy. This initiative
is based on the fact that different products have different needs, hence, require customized supply
chain approaches. By analyzing product characteristics like sales, volatility, volume and profit
margins, companies can customize strategies that optimizes efficiency for stable-demand

products and increase responsiveness for fluctuating demand products.

The third step aims on balancing supply and demand by an improved sales and operations
planning (S&OP) process, which is enhanced by Al and analytics. This advanced S&OP process
enables more accurate and timely decision-making, helping companies to adapt swiftly to change

in demand and supply conditions.
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Finally, we have a case study illustrating the application of all the three strategies at a Consumer-
Packaged Goods (CPG) manufacturer demonstrating the practical benefits of this approach. The
company experienced a significant operational improvement, 20% increase in revenue, increased

service levels and decreased operating costs, showing the advantages of the process.

Lastly, the concluding slide summaries the key findings, stressing on the fact that supply chain
modernization can be achieved through strategic, analytics-driven initiatives and do not
necessarily require heavy investments or protracted timelines. By focusing on a unified view of
demand, adopting segmented supply chain strategies and leveraging smart execution,

companies can achieve significant operational efficiencies and cost savings.

This presentation distills the essence of Simchi Levi and Timmerman’s article into a concise
narrative, offering a compelling blueprint for businesses seeking to modernize their supply chains
in a practical and financially sustainable way. It challenges traditional methods of supply chain
digitization and provides a viable path for companies aiming to increase their competitive edge
and operational agility.
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Summary of Experiment Results, Figures, and Tables

Aim:

summary of the results for each experiment, each figure, and each table. Do not try to decide

what the results mean just write down what they are and explain how they are obtained.

Introduction:

In “A Simpler Way to Modernize Your Supply Chain”, David Simchi-Levi and Kris Timmermans
introduces new set of strategic frameworks to streamline the process of supply chain
modernization. These strategies are a result of combined theoretical insights and practical
implementations across various industries as seen by the authors. The authors divided the
strategies into three essential steps.

Firstly, shifting from traditional consensus forecasting methods which often provided faulty
outcomes to a unified demand view, which leveraged advanced analytics and diverse sets of real-
time data to provide enhanced accurate forecasts for the business. Secondly, the authors
suggested to discard the one-size-fits-all strategy and focus on customizing operational plans
based on the characteristics of different product category like volatility, customer demand, etc,
resulting in reduced costs and increased operational efficiency. Finally, the most critical step is to
balance supply and demand through dynamic and data driven planning processes. Unlike
conventional planning methods, this approach focuses on the continuous alignment of supply
chain operations based on real-time market demands and supply conditions. This step enables
the company to respond to the changning market conditions swiftly and efficiently.

Analysis of Case Study Results:

In this report, Simchi-Levi and Timmermans analyze the complexities involved in changing the
supply chain management methods of a Consumer-Packaged Goods (CPG) Manufacturer. The
report provides detailed insights on how the three pivotal strategies were implemented to
modernize the supply chain process and the results obtained from it.

Unified Demand View:

Implementation Process and Results: The CPG previously used traditional consensus forecasting
which were not only time-intensive but also provided inaccurate forecast as it often used stale
data. They shifted from this traditional approach to the mentioned Unified Demand view in the
following way: They integrated a diverse array of data sources, including internal data on

shipments, pricing, promotions, and product specifics and combined them with external data
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streams such as customer demand insights from POS systems, macroeconomic indicators, and
even social media mentions. By leveraging advanced analytics, the company utilized all these
data and generated highly accurate, SKU-level forecast of market demand. This was achieved
through an automated in five-steps process containing trade-planning information, consumer
behaviour, macroeconomic factors, and other external influences, to generate comprehensive
supply chain, financial, and trade plan for the next 50 to 80 weeks.The demand forecast accuracy
increased significantly , reaching an 85% accuracy rate for the predictions five to eight weeks
out.The accuracy of the weekly order forecasts has been 15% to 20% points higher than that of
the standard, consensus-based forecasts the company previously used. This helped the CPG to
create effective supply plan, reduce instances of overstocking/stockouts, and thus reducing lost
sales opportunities. The financial forecasting also experienced improvements, with accuracy
rates for monthly forecast shooting from 95% to 97%.

Segmented Supply Chain Strateqy:

Implementation Process and Results: The CPG Manufacturer shifted from the one-size-fits-all
strategy and moved towards a segmented strategy which was based on the forecast of sales
data, focusing on three parameters: sales volatility, volume, and profit margin. These parameters
indicated different risk profile and operational needs across the product portfolio of the company,
necessitating distinct supply chain strategy for different product segment.

The segmentation process identify four product segments needing distinct strategy: The first
category focused on high-volatility products, necessitating a flexible supply chain with central
distribution centers and cross-dock regional facilities to prevent stockouts. The second category
focused on high-volume, low-volatility products, leveraging regional warehouses and fixed
replenishment schedules to reduce transportation costs. The third and fourth sectors
concentrated on low-demand volatility and volume, with high-margin products housed centrally
and regionally based on actual sales, and low-margin products distributed efficiently to regional
warehouses to reduce transportation costs. The benefits that the CPG achieved from this was
leveraging volume across segments to reduce the overall procurement costs, sharing capacity
and infrastructure in manufacturing and logistics and compiling demand and supply data to create

better planning and execution.

Balancing Supply and Demand:

Implementation process and result: The CPG manufacturer shifted from the traditional static
planning to a dynamic, data driven approaching, creating a system to generate SKU-by-SKU

supply plan,facilitating a granular and accurate alignment of supply chain operations with current
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market demands. The new process proposed automation and weekly execution of the Sales and
Operations Planning (S&OP) process, integrating functions like engineering, finance, and sales
to align with the business goals. This updated approach leverages analytics-driven optimization
to generate SKU-level supply plans, enabling high decision making capabilities in areas like
production, logistics and inventory management. The CPG monitored activities using Key
performance indicators(KPIs) abd Key Performance predictors(KPPs) enabling proactive
response to disrupt and deviate. The CPG’s smart execution complemented S&OP by focusing
on short-term performance optimization using real-time data capture, Al-driven impact
assessment and analytics driven optimization

This updated process leverages analytics-driven optimization to generate SKU-level supply
plans, enhancing decision-making across production, logistics, and inventory management.
Monitoring activities using key performance indicators (KPIs) and key performance predictors
(KPPs) enable proactive response to disruptions and deviations. Smart execution complements
S&OP by focusing on short-term performance optimization using real-time data capture, Al-driven
impact assessment, and analytics-driven optimization. Implementation of this approach allowed
the CPG manufacturing to transform its supply chain, achieving significant improvements in
efficiency and responsiveness at a fraction of the usual time and cost.

Conclusion:

The CPG manufacturer’s success after the implementation of the three step strategies of Simchi-
Levi and Timmermans, provides a compelling case for rethinking traditional supply chain
modernization framework. By adopting a unified view of demand, segmented strategies and a
balanced approached to supply and demand, any company can achieve substantial operation
efficiencies, increased responsiveness to market changes and high customer satisfaction. This
case study underscores the wider applicability and potential benefits of these strategies in the
field of supply chain management, by shifting towards a more data driven, agile and cost-effective

supply chain practices.
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UNIFIED VIEW OF DEMAND

Objective; Overcome inefficiencies and inaccuracies in traditional Consensus Forecasting by adopting a data-driven, unified view of
demand
Drawbacks of Consensus Forecasting:
« Time-consuming: Takes 4-5 weeks, using outdated sales data
¢ Reliance on compromise and gut feeling rather than data

Solution: Unified View of Demand: Leverage a data-centric approach with agreed-upon data sets for accurate forecasting
How the Solution Implemented:

» Data Integration: Combine internal data, consumer demand insights, macroeconomic information, and external factors.
¢ Advanced Analytics: Employ advanced analytics for a 5-step automated process:

[Step2 ;
The market | The retailer The supply plan The financial The alignment of A 7

demand forecast Th

plans and goals

planning

Benefits: . increased Forecast Accuracy: Up to 85% accuracy for near-term forecasts, significantly reducing variability and
improving supply chain efficiency.
« Improved Financial Planning: Enhanced accuracy in financial forecasts, with some reaching 95%-97% accuracy for
short-term projections.
« Agile and Responsive: Enables rapid adjustments to trade plans, promotions, and investments based on real-time data
Image source: Harvard Business Review and forecasts.

SEGMENTED SUPPLY GHAIN STRATEGY

Objective: Enhance supply chain performance by applying tailored strategies to different product segments

Drawbacks of Traditional Methods:
» A one-size-fits-all approach, focusing either on operational efficiency or responsiveness.
« Inefficiencies due to long-term forecasts and mismatches between product characteristics and supply chain strategies.

Solution: * Utilize digitization and analytics to segment products based on sales volatility, volume, and profit margin.
+ Implement tailored supply chain strategies for each segment: Efficiency, Responsiveness, or Hybrid.

How the Solution Implemented:

« High Volatility Products: Adopt a responsive strategy with centralized distribution to manage high stock-out risks.

« High Volume & Low Volatility Products: Use an efficiency strategy, optimizing transportation costs and using regional
warehouses.

* Low Volatility & High-Margin Products: Implement a balanced strategy, storing products at both centralized locations
and regional warehouses.

» Low Volatility, Low Volume & Low Margin Products: Apply a hybrid strategy leaning towards efficiency, with predictable
demand and minimized transportation costs.

Improved forecast accuracy and service levels.

Reduction in stock-outs and transportation costs.

Enhanced ability to satisfy demand quickly.

Tailored strategies increase overall supply chain efficiency and responsiveness.

Benefits:
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