
[bookmark: _Toc8046][bookmark: OLE_LINK2]BMMB7007 – Human Resource Management
The Organizational Culture Change and Development of Apple Inc.
[image: ]
April 2023

Module Name：Human Resource Management （BMMB7007）
Name：       Xiao’xia Han
Student Number: 2218616
[bookmark: _GoBack]

[bookmark: _Toc130608617][bookmark: _Toc130609389]Executive summary
This report focuses on Apple’s organizational culture change and development. Historically, the company’s organizational culture is inseparable from the achievements it has made. Apple’s organizational culture is a power culture with centralized authority and a bet-your-company culture characterized by high risk and slow feedback. In the early days, the company was led by Steve Jobs, who led the market in product innovation through a top-down functional organizational structure. As the company grew larger, the downsides of these cultural characteristics began to emerge: cross-sectional collaboration projects became complex, slow feedback on work results caused talent to lose motivation and leave, and an overly centralized structure cost the company its reputation on some ethical issues. Appropriate organizational culture changes, such as increased autonomy and internal incubation, increased employee portability training and internal communication, help attract and retain great talent and allow the company to continue to grow.
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[bookmark: _Toc130609390][bookmark: _Toc130608618]1. Introduction
In the age of information technology where electronic devices are popular, Apple is a technology brand that is hard to ignore. It has grown into a technology giant with a market capitalization of over 2.5 trillion dollars after continuous development since its establishment in 1976 (YCharts, 2023). Apple’s products are loved by users all over the world because they are innovative and make users’ lives smarter and more convenient, leading the change in the era of electronic devices. This spirit of innovation is not only reflected in the company’s various lines of products, but is also deeply embedded in the company’s talent management and organizational culture (Podolny and Hansen, 2020).
This report focuses on the connection between Apple’s success, its human resource management, and its organizational culture and related changes. The research answers following questions related to the development of Apple’s organizational culture: What type of culture does it belong to? Why is it important to Apple’s success? What challenges does the organizational culture change bring to Apple’s talent management, and what areas do Apple need to improve in the future? The following analysis is divided into four sections: Chapter 2 provides the background of Apple and its HRM; Chapter 3 provides a detailed analysis of Apple’s organizational culture type, its change and the areas for improvement; and Chapter 4 and Chapter 5 summarize the main findings and make recommendations for Apple’s organizational culture change and development, respectively.
[bookmark: _Toc130608619][bookmark: _Toc130609391]2. Organizational overview
Apple is a leading global electronic technology company headquartered in California, USA, that designs and delivers electronic devices such as smartphones, personal computers, tablets and related services to consumers. As of September 2022, the company had approximately 164,000 full-time employees (Apple, 2022a). Apple’s success is inextricably linked to its culture of innovation, in which organizational culture, governance structures and leadership play an important role (Podolny and Hansen, 2020). Apple’s inclusive and supportive work environment builds on the strengths of its human capital, and the company recognizes that innovation in its business depends on this talent, and has made talent management one of its priorities to prevent talent loss (Apple, 2022a).
The HR team, as one of the company’s functions, is responsible for helping the company recruit and manage talented people, ultimately serving Apple’s culture of innovation. Unlike other large companies that are divided by business segments and led by general managers, Apple combines disparate functional departments of the business units into one large functional organization (Podolny and Hansen, 2020; Apple, 2022b). Apple’s HRM uses this approach to potentially leverage the capabilities of talent across the company, rather than limiting them to a single business unit, which allows everyone’s innovation to benefit the company.
[bookmark: _Toc130609392][bookmark: _Toc130608620]3. Analysis of Apple’s organizational culture change and development
Organizational culture plays a practical level significance to HRM in terms of guidance, cohesive synergy, intangible norms and coordination of relationships within and outside the organization, while HRM provides organizational system assurance for the implementation of organizational culture and plays a driving role for organizational culture change (Ulrich, 1984; Rodriguez and Gomez, 2009; Simonin and Özsomer, 2009). In the following, we will analyze the characteristics of Apple’s organizational culture from the perspective of organizational culture theory and propose the reasons why Apple’s organizational culture needs to be improved.
[bookmark: _Toc130608621][bookmark: _Toc130609393][bookmark: OLE_LINK1]3.1 Organizational culture theory and Apple’s organizational culture type
[bookmark: _Toc130608622][bookmark: _Toc130609394]3.1.1 Handy’s Four Types of Organizational Culture
	According to Handy’s classification (Handy, 1979), organizational culture can be divided into four forms: (1) power culture, common in small organizations, represents a centralized form of power, where power is held in the hands of just a few people or a single person, and the closer to the center, the more power and influence the person has; (2) role culture represents a form of power held by a group of top management teams, where power exists and is exercised in a standardized form in large, highly structured organizations, as defined by their roles; (3) task culture represents a form of authority focused on task groups, where authority is distributed based on project goals and results, and individuals have a high degree of autonomy; (4) individual culture represents a loose form of authority where each individual in the organization has his or her own characteristics and the relativity of power or authority is weak.
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Figure 1: Handy’s Four Types of Organizational Culture and explanation[footnoteRef:0] [0:  https://switcheducation.com/wp-content/uploads/2017/06/SEB_LYO_Handy.pdf] 

	Apple’s organizational culture has historically undergone some shifts. The organizational culture under Steve Jobs’ management was close to a power culture. Steve Jobs had a large say in the final decision and low-level employees were not given enough feedback in this top-down, more centrally controlled system (Wilson, 2017). The organizational culture under Tim Cook’s leadership was relatively less powerful, although he was still the center of gravity and accountable for the company’s performance. The large functional organization allows different functions to perform their respective tasks, and senior vice presidents of global marketing, design, retail, etc., have some degree of autonomy in function (not in product) and report to Cook (Podolny and Hansen, 2020). Some characteristics of role culture and task culture were gradually incorporated in it while the power culture still domains.
	The success of Apple shows that simple, functional organizational structures can also be effective and may benefit companies facing dramatic technological change and industry upheaval (Podolny and Hansen, 2020). The opposite of Apple’s culture is Google’s, which focuses more on decentralized organizational forms and innovative R&D (Wilson, 2017). Hardy’s theory of culture, which stands for the division of labor and cooperation within organizations from a power perspective, can explain the culture of organizations of different sizes to some extent, but there is no absolute right or wrong choice between organizational cultures.
[bookmark: _Toc130608623][bookmark: _Toc130609395]3.1.2 Deal and Kennedy’s Culture Types
	Deal and Kennedy (1982) believe that organizational culture is the way an organization does things, and that organizational culture can be classified into one of four specific categories according to the speed of feedback in organization and the level of risk related to organization’s activities: (1) the work-hard-play-hard culture encourages employees to do low-risk work and get fast feedback from activities; (2) the tough-guy-macho culture promotes high-risk work and a fast-feedback environment, and this high-pressure culture can lead to rapid organizational growth or rapid decay; (3) the process culture is the opposite, where employees have low risk in their daily work and employees are usually slow to get feedback. The key to employee work in such bureaucratic organization is to ensure that the work process is correct; (4) and the bet-your-company culture is a culture that is willing to take high risks, but has a low executive feedback function.
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Figure 2: Deal and Kennedy’s Culture Types[footnoteRef:1] [1:  http://e-gineer.com/v2/blog/2005/10/becoming-tough-guy-macho.html] 

	Apple’s culture is closest to that of bet-your-company culture. The company expects its employees to be “immersed in the details” and to design products with a deep understanding of customer needs, which requires a strong foundation of expertise. Experts working at Apple are expected to dig deep into the details of each design and strive for perfection. Steve Jobs’ development plan of the iPods and iTunes required that the hardware engineering teams should be built quickly, and communication is needed at all times during the project. A new engineering approach is developed to build service platforms, which turned successful and became the company’s platform strategy (Yu, 2013). This culture, which emphasizes the division and depth of expertise, is both efficient and high-risk. These R&D directions are largely decided by company leaders, which leaves lower-level employees potentially unaware of the full picture of what is going on. The executive team’s night and day development efforts are time-consuming and costly, and the results of this development do not result in immediate feedback to employees, which can be frustrating for them. This type of development in advance of market trends is also a gamble on the direction of the technology (Podolny and Hansen, 2020). Thankfully, Apple succeeded in the end, and Steve Jobs’ successful integration of R&D, design and marketing is quite important (Levenson, 2012).
[bookmark: _Toc130608624][bookmark: _Toc130609396]3.2 Case analysis
[bookmark: _Toc130608625][bookmark: _Toc130609397]3.2.1 Importance of organizational culture change and development from VRIO framework
	Organizational culture is important to Apple because it is the cornerstone of the company’s growth and historically contributes to the company’s competitive advantage. According to the VRIO framework (Barney, 1991), Apple’s competitive advantage stems first and foremost from its rich source of innovative talent. The VRIO framework contains four elements: (1) talent is valuable internally for the work done; (2) Apple attracts the most cutting-edge talent in the technology industry and is therefore rare; (3) highly educated design and R&D talent is difficult to produce in a short period of time and is therefore difficult to imitate; (4) lastly, and most importantly, Apple’s functional structure helps experts collaborate and enable collaborative debate at key technology nodes, which is unique to Apple’s organizational culture. This structured organization helps cross-departmental communication to generate different ideas and produce the best solutions based on each other’s ideas.
However, the competition for talent in Silicon Valley is fierce, and Apple also faces a talent drain. This frequent cross-departmental collaboration requires talented people willing to debate collaboratively, but not everyone has the personality to adapt to this way of working. Some executive teams within Apple are also pushing for a decentralization of the company to accommodate the trend toward globalization of employment relations and increased flexibility of working style (Hardwick, 2021).
[bookmark: _Toc130609398][bookmark: _Toc130608626]3.2.2 Reasons for and implications of Apple’s organizational culture needing improvement
	Organizational culture is shaped by factors such as history, shared values, rituals, stories, heroic figures, and cultural networks (Deal and Kennedy, 1982). This theory can explain the case of Apple very well. Specifically, it is inextricably linked to Apple’s innovation gene, Steve Jobs’ leadership, and Apple employees’ sense of identity. Apple has been known for its focus on innovation since it began developing personal computers as a startup. The company later nearly went bankrupt due to market competition, and Steve Jobs returned to make organizational changes and released the iPod music device and iPhone smartphone to great success (Kim, 2020). Apple’s geek spirit and Steve Jobs’ heroic leadership attracted more talented people who shared this culture, creating a community of people who loved innovation. Employees’ sense of belonging is a psychological need and feeling that arises from giving and receiving, which enhances people’s motivation (Cameron and Green, 2019). A cultural network could be gradually built internally through leadership, continuous communication and realization of values, which helps the company to grow (Yukl, 2006).
At the same time, Deal and Kennedy’s theory implicitly suggests some historical reasons for the obstacles that Apple’s organizational culture may pose to progress. With Cook’s arrival, Apple began to try to make organizational culture adjustments, but as the company’s business continued to grow, some of the existing organizational culture still showed a series of drawbacks, as follows.
(1) Interdepartmental collaboration became complex and most projects did not produce direct feedback on benefits, and no one other than Cook was really responsible for the end result. In the early stages, Apple was still small, with a small number of projects in development and low communication costs. However, Apple’s current large organizational structure made day-to-day cooperation between lower-level structures more difficult. Ellman and Pezanis-Christou (2010) found through experimental research that horizontal structures in the organization led to a fragmentation of internal staff control and responsibilities, while vertical structures limited the ability of subordinates to communicate to their superiors. Too much horizontal structure communication within Apple may not be as efficient as seen at present.
(2) The high demand and slow feedback on the quality of talent leads to higher turnover rates. Since Apple’s lower-level employees are task-oriented, employees are often faced with the dual pressures of conflicting cross-departmental collaboration processes and meeting deadlines for individual tasks. In addition to the high demand for expertise, Cook’s emphasis on detailed management is reflected in the additional requirements for leadership-level talent, who not only need to fully understand the details of more than three levels of the organization below them, but also need to be able to collaborate on debates and be open to ideas. This has increased the pressure on many middle managers in reporting (Peterson, 2020).
(3) The over-reliance on senior-level judgment has led to Apple appearing unconcerned on some non-core matters, which has undoubtedly damaged the company’s reputation. Apple has historically been criticized for many issues, including unethical labor practices and environmental pollution in its supply chain (Bukhari, 2021). Historically Apple has used its dominant position to pressure suppliers such as Foxconn with poor working conditions and low wages for employees. Factories have been found to have overtime and employees committing suicide due to psychological stress (Chan, Pun and Selden, 2013). In addition to this, a 2011 IPE investigation report on Apple’s suppliers found 27 suppliers with environmental governance issues. Toxic emissions waste from their manufacturing processes were not emitted in accordance with regulatory requirements (Clarke and Boersma, 2017). Apple’s goal of creating shareholder value has intentionally or unintentionally ignored these issues, possibly due to the current over-centralization of power resulting in neglect of non-core issues.
[bookmark: _Toc130609399][bookmark: _Toc130608627]4. Conclusion
Apple’s organizational culture is power culture and bet-your-company culture, and these cultural characteristics define the company’s innovation-focused talent strategy. Apple’s organizational culture made sense at an early stage, when Apple focused on innovation and relied on the excellent ability and market judgment of the talent at the time, and it launched a variety of products with great success. Steve Jobs’ charismatic leadership, technical prowess and passion attracted many followers to work for him (Isaacson, 2012).
This historical reason has put companies at risk of losing talent by placing too much emphasis on centralized authority and decision making at the expense of feedback to employees and aspects that could affect the company’s reputation. The current large size of the company further complicates cross-departmental agreements, which threatens the company’s innovative activities.
[bookmark: _Toc130609400][bookmark: _Toc130608628]5. Recommendations
Based on the above analysis, recommendations for improving Apple’s organizational culture include the following.
(1) Delegate appropriate portions of authority and encourage internal incubation projects. Strategic initiatives are often discovered from the bottom up in the company’s internal management process, and that the differences between actual and expected conditions found by employees in project execution can be the basis for proposals (Yu, 2013). Stimulating these behaviors can help the company to continuously improve existing processes.
(2) Focus on identifying candidates’ portable competencies when hiring and developing them on the job. These key portable competencies include supportive communication, motivation, conflict management, and team management skills (Trivedi, 2019).
(3) Allow employees to learn and adapt to the new culture through training and communication. Through training, employees can gain a deeper understanding of the importance of cross-departmental collaboration in Apple’s daily operations, and workshops can be organized to increase employee engagement.
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Role Culture: This is personified as Apollo, the God of Order and Rules,
represented by a Greek temple. Such organisations are based on the
assumptions that people are rational; and that roles can be defined and
discharged with clearly defined procedures.

They display stability, certainty and have great strength in situations marked by
continuity; they often display weakness in adapting to, or generating, change.

Power Culture: This is represented (metaphorically) by Zeus, the strong leader
who has, likes and uses power, and graphically by a spider’s web.

Al lines of communication lead, formally or informally, to the leader. Such
organisations display strength in speed of decision making, their potential
weakness lying in the calibre of the “one man bands” running them.

Task Culture: This is likened to Athena, the Goddess of Knowledge and is
found in organisations where management is concerned with solving a series of
problems.

The structure is represented by a net, resources being drawn from all parts of
the organisation to meet the needs of current problems. Working parties, sub-
committees, task forces and study groups are formed on an ad-hoc basis to
deal with problems. This type of culture is seen to advantage when flexibility is
required.

Person Culture: This is represented by Dionysus, the God of Wine and Song.
Organisations characterised by these cultures are those where the organisation
exists to serve the individual and where individuals are not servants of the
organisation. They consist of groups of professionals, for example doctors

or lawyers, with no “boss”. Co-ordination may be provided by a committee of
peers. Such structures are becoming more common as more conventional
organisations increasingly contract out work to professionals and specialists
whose services are used only as and when required.
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