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Decision-Making Centralization and Segmentation in Administrative Structures

| NTRODUCTI ON

This study’s principal objectives are to analyze, understand
and discuss how a decision-making system functions inside



different admnistrative structures, primarily as concerns
the quality, types, conditions and results of positions taken
in the private and public sectors, snmall or |arge conpanies,
in trade goods, conpany servi ces or non- gover nnment
organi zati ons.

Politics and techni cal aspects

Beyond developing a view of decision-making and its
framework, this study presents an overview of political and
t echni cal aspects in part as an influence of an
organi zation’s culture.

The other objective is the participation and power-sharing
at the top levels of an organization or admnistrative
structure to link up with the current controversial debates
i nvol ving enployee or citizen participation in choosing the
right direction. W feel the main findings are highly
relevant to these topics and could help organizations or
sectors to formulate policies and initiate the necessary
preparations to nake it work.

Situation factors

The deci si on-maki ng process has several conponents, but a
highly inportant one is that of the situation factor, for
exanpl e, short term deci si on- maki ng, restrictions,
envi ronment uncertainty, personal experience, education and
maturity.

These factors have direct influence on the quality of
decision-making and they are responsible for insuring
posi tion.
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W need to understand the direct inpact of each conponents
and the influence in the workplace, and how can the
relationship of all theses variables influence decision-
maki ng process to nake it easier and nore proper.

The analysis of admnistrative synergy involving all the
psychol ogi cal, technical and environnent aspect, is the nmain
pur pose of this paper.



Expl ori ng t he vari ous factors of or gani zati ona
devel opment and identifying situations that are relevant to
the ever nore difficult problem of helping structures to
remain effective in an increasingly turbulent environnment are
al so pertinent.
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1 Presentation and definitions

First, before discussing the efficiency and insurance of
deci sion-making inside a segnented or centralized structure,
we need to understand several interference factors as well as
the ~concepts of decision, risk, uncertainty, dynamcs,
et hical and noral aspects.

1.1 Deci sion



Decision: the act of deciding or settling a dispute or
guestion, the act of meking up one’s mnd, a judgnent or
concl usion, determ nation, firmess of m nd.

Decision is taking a position with the goal to solve one
gquestion, it’s choosing one direction to foll ow.

Deci sions process inply choices anong alternatives. They
form an inportant part of our experiences. In sone cases we
make automatically or in a progranmed , manner.

However, when soneone doesn’'t engage in decision-naking,
it’s a definition of position. Not choosing is third option,
that was not avail able before, this is nade possible, and can
cause different results.

Inside the concept of decision-making the idea of change
is inplied. This suggests altering sone aspect or behavior
considered normal to the situation.

Thi s change can involve people and processes, raising the
i mportance of attitudes and personal fulfillment in the
deci si on- maki ng process.

The insurance of decision-making is connected with the
deci si on- makers’ per sonal psychol ogi cal aspects, their
techni cal know edge, the quantity and quality of available
information and tine constraints.
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1.2 Risk

The concept of risk nust entail a degree of freedom in
order to take risk one’s own life and linb. Risk is an
i nportant conponent of all decision-making and invol ve costs,
benefits, probabilities, the notion of acceptability and
above all, the question of choice.

Calculating the frequency of past occurrence and the
probability of future recurrence, of a particular event,
requires an application of the scientific methods associ ated
wi th technol ogi cal devel opnent.

However, when the control of risks is the responsibility
of the governnent, people’ s behavior nust be limted in the



interest of others, which requires sanctions that only the
State can process.

The idea of acceptability of risks opens the controversy
debate because it involves the weight of opinions and
political events. This reluctance to alter the criteria of
acceptability of risk in the face of economc and social
repercussions can be a nmain problem for effectiveness, and
i ndeed, the survival of admnistrative structures and
denocr acy.

1.3 Environnental conditions and Uncertainty

Envi r onnment al condi tions are vari abl es econoni cs,
politics, socials and market aspects, for instance, that
i nfl uence in decision-nmaking process.

These environnental conditions change all tine, such as
frequent deadlines or tinme pressure. These changes create the
uncertainty, conplexity and turbul ence.

When we work under normal environnmental conditions, we
tend to use one particular decision style nost frequently;
however, when the conditions change, we shift out of the
style normal | y used.
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Vari ous studies have investigated the relationship between
envi ronnent al tur bul ence and or gani zat i onal structure.
Usually turbulence is defined in ternms of wuncertainty,
unpredictability or conplexity.

Most of the evidence points in the direction of systens
tending to  adjust and differentiate their i nt ernal
organi zations to the environnmental conditions and denands.

Uncertainty is associated with the unknown, and future
events without a predictable end. This obscures the way we
need to anticipate actions in order to solve future problens
proactively.

1.4 Information



Some people need to be certain of all everything, while
others see the world in shades of probabilities and
possibilities rather than hard facts.

There are many ways in which people’ s decision-making
styles differ. Some like to take risks, while others go to
great lengths to avoid risk. Sonme like to go it alone, while
others seem to want to make decisions only in groups. Sone
people rely heavily on intuition, while others proceed only
on the basis of detail ed analysis.

One of the principal aspects of decision-making, which
appears to provide the way to describe the key differences in
types of decisions, is information.

Naturally, there exists a tendency to Ilimt their
information wuse that contributes nost rapidly to the
under st andi ng of a problem

But, the excess of information and nunber of steps for
this information to pass through until the end result may not
be practical for the tine it takes to consider it all.
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Inside the behavior of information flow analysis, we
shoul d consi der these inportant aspects:

* The high cost of information nmanagenent;
e The quality of information;

e The reliability of information;

* The anount of useless information;

e Howit is dispersed;

Some systens are at these extremes and do not have
success in making the best decisions. Instead, we go on using
information until we are sure that it could really give new
value to the problem The figure below shows the behavior of
i nformation use.



Quantities of Information x Useful Information

dValue of infromation

Low information High
use

1.5 Responsibility

One feature with many matrix organizations is the great
disparity in their effectiveness. Mst have been failures,
but there are cases of success.
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The difference between successful structures and others is
the building of an organization capable of coordinating
actions across units. Al nost always the difference is the
peopl e who work in teans, exert influence w thout authority,
and feel confortable in a variety of settings.

These structures wuse information systens and planning
processes to solve conflicts. Lateral organization is a means
to gain flexibility and thus conpetitive advantages in an
uncertain world.

The major priority of organizational capability is to
increase investnent in intangible assets, invest in R&D,
education, training, managenent devel opnent, processing and
software. This results in know edge products of the brain,
wher e t he conpetitive advant age will be man- nade
(Thrurow, 1992).



Managers at several levels were asked to describe the
skill requirements of their own job conpared with the skil
requi renents of another job, using the following attributes:

1. Knowl edge of technical skills 7. Deci siveness
2. Close contact with people 8. Tact

3. Know edge of hunman nature 9. Adaptability

4. | magi nation 10. Forceful ness
5. Sel f-confidence 11. Intelligence

6. Responsibility 12. Initiative

1.6 Participation

What are the respective neanings of these terns: decision,
risk, time constraint, turbulence, uncertainty and other
concepts in decision-mking? Wiy and how does it happen? How
m ght we configure the structure of the choice process for
deci si on- maki ng?

A widely accepted explanation for sound decision-naking,
has been to attribute specific positive behavi oral
consequences to what is called participation.
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In | arge work group, where a nmanager has under his span of
cont rol | ar ger nunber of i mredi at e subor di nat es,
participation is inportant aspect in decision-nmaking process.

However, what seens to happen is the |eaders who assune
f or mal responsibility for relatively large nunbers of
managers? There 1is necessary to has a good and easy
conmuni cat e process.

A | eadership issue is nade decision-nmaking process clear,
trustworthy and proper, sharing tasks by nmany, delegating
authority and charging responsibilities.

Systens that allow subordinates to participate in the
deci si ons- nmaki ng process achieve better results than those
t hat keep subordinates at arm s | ength.

The w dely accepted explanation is that participation
i ncreases satisfaction, which in turn Jinproves people’'s
willingness to do as they are told. The consequence is the



increase of responsibility, which is turn increases output
and effectiveness.

LESS RESI STENCE EFFECTI VENESS
PARTI Cl PATI ON | SATI SFACTI ON

MORE COVPLI ANCE PRODUCTI VI TY
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1.7 Deci sion-Mking in Brazil

The decision-making process in Brazil has the sane
structure and conponents: information, choice and risk. It is
subject to the same uncertainty variables and environnenta
t ur bul ence.

However, we can consider two characteristics of Brazil:
first the recent denocracy history and second the
inflationary environnment that the country experinented for
twenty years.

In mlitary republic, from 1964 until 1989, the country
was under of increased authoritarianism and further
centralized political power. The mlitary regine dom nated
society alnost totally in this tine.

Because this situation, Brazilian’s society couldn’t
exercise the activity of freedom of choice in totally, one of
important risk conponent and principal requirenents of the
deci si on- maki ng process.




At this tine, besides there being little freedom of
choice, the society was living under strict State’s rules and
regul ation. The State was deciding how, where, why and when
t he things were happening.

This period interfered with cultural growh, producing
reflexes in several areas of the econony. It was usually a
strong tendency to control everything and everyone.

After the mlitary reginme, the country entered in an
inflationary process that punished the nation for 20 years,
where decision-naking processes were driven to short and
extrenely short terns views.

In an inflationary econony the people have particular
reactions, they looking for imrediate solutions in stead of
long term planing. The inflation process produces sone
inversions of values, as well as saving and consunption,
whi ch have different neans in stable econom es.

This reality alter the decision-making behavior, the
society look for short terms results, afraid of uncertainty
vari abl es.
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2 Deci si on- Maki ng in Adm ni strative Structures

2.1 Decision-Mking in Local CGovernnent and Public Service

One of the main priorities of organizational structure is
to inprove the quality of product and service. How can public
conpani es do this through the decision-making process?

In the previous discussions about the quality of decision-
making we analyzed the individualistic framework. 1In the
judged perspective, each person reacts differently when
maki ng deci si ons.

Each participant needs to access the best available
know edge of the causes, its probability of occurrence and
consequences, probable costs and benefits of the given risk
in conparison to those arising from other possible actions,
being free to choose whether he will expose hinself to the
ri sk or not.

10




In the public interest, the alternative is based primarily
on the needs of society, where the assessnent of risk need to
be handl ed nore objectively.

Attenpts have been to create a precise mathenmatical
science of risks, include assessnment cost and benefits, but
this field is far from straight forward. Which groups of
people at risk wll one include? How many of the possible
causes of risk should be reckoned wth?

Because of this confluence of factors, we can analyze the
problem in a detached pratical manner. Usually the public
service does not have a good quality of service. |In
conparison with private sector we find low efficiency, little
techni cal know edge and | ow effectiveness.

Two aspects can contribute to public service and | ocal
government to get better performance: stay close the citizen
and i nprove the decision-naking process.
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For exanple, the United States, which is noted for a rich
variety of local institutions, presents also a varied picture
of NGO Non Governnent Organi zations. The spectrum runs inside
t he “little city bhalls” and “community boards”. The
situation would certainly be inconplete without the federally
initiated decentralization schenes.

The representative community councils created by society
to discussed the nowfamliar goal, the trend to nmke the
maxi nrum feasi ble participation of residents of the area and
menbers of the group served.

The denocratic debated required the establishnent of
speci al | ocal planning councils wth broad community
participation as a condition for federal financing of the
progr ans.

One of the inportant explanations of behavior or attitudes
lies in the different cultures in different countries.
Culture refers to deep-set characteristics of personality,
habit and value patterns, tradition, and the social heritage
of a comunity transmtted from generation to generation
becom ng the fundanental factor to proper decision-nmaking.

It is sonetines clained that the activity of nanagenent,
wherever it takes place develops its own habits, traditions
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and patterns of thinking. It is plausible that the existence
of such a relative uniformty of behavior and attitude could
considerably strengthen and pronote great changes in the
wor | d.

The public sector’s second task is inproving the decision-
maki ng process through sharing-power, participation and
responsibility.

Those citizens and their advisors who nust have trained
thenselves in the technical aspects of decision, are liable
to be scorned by the qualified experts in spite of possessing
full conpetence on the problemin question.

Finally, the choice of the right sort of acceptability is
a crucial policy act and it will result in better quality of
society life.
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2.2 Decision-Making in Private Sector

The history of industry reveals a |ogical progression
toward greater involvenment of the entire conpany. The purpose
is to reach designated quality and inprovenent of corporate
performance resulting in survival of the conpany need.

This fact, in and of itself, serves as sufficient
justification for a conpany’s search for return on investnent
benefits. These benefits drive i npr ovenent of t he

or gani zati on.

The primary return the conpany realizes from its
investnment is performance inprovenent, which is admttedly
difficult to predict and neasure.

The level of performance inprovenent the conpany wll
realize reflect accurate neasure of the risks and through of
qgqual ity deci si on-maki ng process.

Performance inprovenent will be realized in the form of
return of investnent. Consequently, the quality of the
products nmanufactured and service provided will inprove.

Make profits, reduce costs and increase business |evels
and mar ket shar es, driven by otherwise unachievable
i mprovenent which results.

12



The private sector is oriented for results, which neans
taking risks, bearing all the responsibility for and
correcting m stakes as soon as they are known.

On the other hand, the public sector is oriented for
procedure and not for taking risks or having any relative
responsibility for failure, because the decision-makers
i nvol ved are often renoved fromthe probl em

Taking risks, for instance, creates the need to survive,
efficiency and inprovenent of processes, translated in
efficacy and effectiveness. It’s evolution.
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In the last few years, the private sector has been
obtaining enornous advantages through the result of the
i npl enentation of prograns in nmanagenent area, at first my
cause sone problens, but in the long run the benefits are
extraordi nary.

Downsi zing and enpowernent are admnistrative prograns
which have a considerable effect. However systens such
Learni ng-Organi zations really revolutionize the conpany,
totally changing the sense of effectiveness in the businesses
operations of the conpany, producing the nost durable
benefits.

In difficult nonents, where the uncertainty of the
envi ronnent increases pressure for results, conpetence and
prof essionalismdrive the conpany to efficiency.

At this time, through neasure performance systens, the
conpany nakes narket revaluation, rethinks politics and
pronotes necessary adjustnents to insure their survival.

Summari zing, the conmpany needs to learn how to mnimze
ri sks, assess uncertainty and find solutions fast to inprove
the chance of survival in a hostile and conpetitive
envi ronment .

All these factors contribute to a faster evolution in the
private sector, when conpared to the public sector.

However, the public sector, in general, doesn't suffer

such pressure or have to face the sane types of difficulties,
resulting in slower inprovenent in admnistrative processes.
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In addiction, the private sector has a better capacity to
rel ocate the executives and enployees in closer positions to
the problens in question.

Wth larger nobility and freedom of action, these factors
contribute considerably to the rapid response tinme to inprove
qual ity the decision-naking process.
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2.3 Responsibility and I nvol venment

Despite of the cultural behavioral set, it is inportant to
verify the different types of psychological factors deep
i nside our personality in natural decision-making processes.

People are very different and respond in different manners
to the same problem or environnental stimulus. Sonme of us are
concerned about short term others long term Sone of us pay
nore attention to price, other to quality.

These variables could change when our involvenent |evel
changes, as shown in the figure bel ow

| NVOLVEMENT TERM PRI CE QUALITY
i mportance
Short hi gh hi gh
Hi gh
| ong hi gh hi gh

PERSONAL | NVOLVI MENT

short medi um | ow
Low
Long | ow | ow
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The principal aim of the establishnment of neighborhood
councils, can easily be associated with the realization of
denocratic ideals. But the inportant point about municipal
decentralization is precisely that it is not a unique event.

It’s an international phenonmenon that nmust be counted as a
part of the whol esal e refurbishing of |ocal governnent which,
to a greater or lesser extent through nore or |Iless
coordinated reforns, is taking place in all nodern states.
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For six decades, it was strongly recommended that the
i ndi vidual countries take the initiative to decentralize
muni ci pal governnent.

The terns “local denocracy” or “self-governnent” can
hardly be applied to nunicipal authorities where a hundred
el ected councilors represent a mllion people.

The only renmedy for this state of affairs is internal
decentralization within big towns and urban centers, and the
institution of an urban community that wll separate |oca
authorities and decentralized powers in order to function as
i ndependently as possi bl e.

The largest <challenge for the public admnistrative
structures is to know how to bal ance the several interests,
i deol ogical, political and economcal, while protecting the
comunity's interests.

15
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2.4 Culture and Educati on

The great consensus seem to be that education is the
| everage of the devel opnent, inprovenent and welfare for al
societies. This wuld drive the country, society and
conpanies to survive in the future.

Starting with an objective of neasures, significant and
very consistent, the relationship between education,
qualification and experi ence on t he one hand and
participation on the other, we find the direct proportion
between of then, and it grow when the responsibility is
shared anong several |evels of organization.

Even nore convincing is the result from cross-|evel
analysis, leading to easier sharing of power inside the
organi zati on. Wen subordinates have high qualifications,
abilities and skills, their superiors wuse participative
nmet hods. Wen subordinates have |ower qualifications the
superiors use nore centralized decision nethods.

Qualifications and skills are even nore strongly and
consistently associated wth participation than another
aspect. There are good reasons for this. Man’s actions are
notivated by thoughts, beliefs, and perceptions. If a senior
manager believes, rightly or wongly, that his subordinate
has relevant skills and experience, then it would nmake sense
to encourage participation.

Subj ective judgnent of skill requirenents is a nore
reliable predictor of participative behavior than the
obj ective assessnent.

A manager’s university qualifications, his extensive
reading of the literature, his attendance at nany fine
training courses, and his rmenbership of pr of essi onal
associ ations may not be known to his superior.
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Moreover, even if these qualifications are known to him
he may not consider them relevant or valuable; in fact, he
may even feel threatened by them
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It is possible that the relationship between conpetence,
skill, qualification and participation is the single nost
inmportant finding in decision-nmaking. It shows that, anong
our sanples of successful senior nmanagers, participation
shoul d be used with discrimnation that is to say not because
it is fashionable or because it is alleged to give people a
better feeling and make them nore loyal to the conpany, but
rather that it is mainly used to inprove the quality of the
deci si on- maki ng process.

This can only be done if people have relevant skill, and
managers seem to be aware of these factors and to act on
t hem

Again, high level qualifications of the systens allow
participation. Participation requires conpetence and result
in satisfaction. Satisfaction results in |ess resistance,
nore conpliance, productivity and indeed effectiveness, for
al | organi zati ons.

Partici pati on needs people with good skills and conpetence.

EFFECTI VENESS

Z0—H>»O0—TM~—r>»CcCoO
rr—xovw
MOZM—AMTOO
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3 Deci si PARTICIPATION Decentral i zed

Structure

3.1 Types of Structure

Decentralization is a mechanism of general nanagenent
decisions to a group of people from different organizationa
units that are affected by an issue. Mul tipl e-system
organi zation is used when it results in decisions that are
faster and superior to those the general nanager coul d make.

However, inside the sinplest organization exists infornal
organi zation. It is a voluntary organization because it is
formed at the initiation of those conprising it. The managers
perceive a situation and spontaneously conmunicate anong
t hensel ves to resolve the issue or control some situation

Top nmanagenent nmay be informed , but otherw se not
directly involved. Hence, the collective action is informal,
yet it is organized, an can orient toward proper way or not.

On the other hand, nany strategies do require the
addi ti onal decision-nmaking capacity provided by a formal
group. In order to guarantee coordination and increase
accountability, top managenent nmay create a group to act in
sone capacity, such as a product team

Because the informal organization may not spontaneously
arise for every conpany need, sone formal or top nmanagenent-
created group will be required.

The formal group usually has a nane applied to it, such as
a board, council, or team and they wusually require nore
wor k. Since the formal group does not volunteer for the task,
sone effort is usually required to get the nenbers to work as
a team

The organi zati on needs to namke nore decisions nore often
it needs both the informal and formal groups to supplenent
the general manager. It is difficult to balance the power
structure, in both types of groups, to get the better
per f or mance.

Decision-Making Centralization and Segmentation in Administrative Structures
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A great deal of interdepartnental activity that takes
place in the organization is spontaneous and voluntary. In
this scenario, the organization experiences unplanned
decentralization; that is, an unanticipated event occurs, and
the people close to nmarshal the resources deal with it. This
ki nd of voluntary behavior is usually referred to as informnal
or gani zati on.

However, the organization can use this practices to help
build a network of relationships, that can formthe basis for
t he cooperative or gani zati on. Such practices as
i nterdepartnental rotation, physical |ocation, cooperation,
i nformation technol ogy networks, and interdepartnental events
all contribute to the formation of the network.

Addi tional |everage can be obtained if structures across
departnents mrror each other and if consistent reward and
measurenent practices are used, that could be taken to
i ncrease the probability that people in different departnents
wll naturally and voluntarily conmunicate, cooperate, and
take collective action on an ongoing basis. The result wll
be a decentralization of across-structure or general
managenent i ssues.

3.2 Centralization and Deci si on-maki ng

The structure of a centralized hierarchy was conceived and
developed to get better decision-making quality, like a
pyram dal system which attenpts to nmake the information flow
inside the different | evels of an organization easier.

In fact, this problem has been solved, the information
flows better and faster in the hierarchical direction,
managers to subordi nates and vi ce versa.

The inplenentation of a <centralized structure is a
mechani sm to coordinate activities where portions of task
w Il designed specific purpose to obtain sone advantages,
| i ke | ower purchase cost.

Decision-Making Centralization and Segmentation in Administrative Structures

Most of the tine, conpanies centralize purchasing to try
to obtain better price conditions, because of high purchase
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vol une. Quantity has direct influence on price, when quantity
rises, prices drop.

Anot her advantage to centralize structures is to achieve
speci alization and standardi zation.

Centralization increases specialization because repetitive
activities have been made in the sanme unit. This strategy
det er m nes whi ch t ask are I npor t ant and require
st andar di zati on and Create condi tions to pr onot e
speci al i zati on.

In some cases, for some reason, conpanies require analysis
from a technical point of view, where it is inportant to
mai ntain a neutral position about a specific problem In this
situation, the best approach is objective and renoved from
the problens and w thout personal involvenent, which results
in cold decision-maki ng.

However, this alternative presents several disadvantages:

i nadequat e transl ation and encul turation, | ack of
i ntracul tural interpretation of dat a, | ess | atera
comuni cati ng power and i nadequat e notivation for

corresponding centers to collaborate and to identify sane
pr obl ens.

This admnistrative option, when it is wused in a non
bal anced way causes a phenonenon called the " telescope
effect "

In this case, the system of decision-nmakers or the
responsible unit for a certain decision is too distant from
the responsible group for the inplenentation of the measures
or of the group that will be affected by those positions.

The units in question lose the capacity for macro vision
of the problem not being able to see it in a clear way, all
the fundanental points that involve the ultimte outcone of
t he deci si on.
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There is also an inportant reflex in centralized
structures that can create negative effects like “red tape”,
sl owness, inefficiency and admnistrative nyopia. Thi s
conbi nation may result in no conprom se.

20



In addition, the centralized systens occasionally create
better environnent easily affected by political influence,
which fragnents their ability to <carry out technica
deci si on- maeki ng.

3.3 Segnentation or Decentralization

A worl dwi de and interdependent set of econom c changes has
progressively restricted a global action to allow snal
systens to have direct access to powerful information.
Decentralization or segnentation, in a general sense, to
markets and to local actors, has been a key issue in
achi evi ng success.

What are the segnentation or decentralization objectives
inside admi nistrative systenms? W can divide this issue in
two different aspects: tactical and strategic.

Nowadays, the expediency in the <correction of the
directions of the organization is fundanental. Neither can
tinme be wasted nor tenpers |ost when dealing with the change
of the state of the environnent. One nore day or one nore
week for crucial decision-nmaking can have a high price for an
organi zation, and if carried out hastily and irrationally,
coul d have disastrous results.

The efficient way of mnimzing the problem of the sense
of wurgency in the decision-making process is to set up
systens that allow the adm nistrative structures to be cl ose
to the problens, where the information doesn't have to
“stroll” around the inside of the organization, resulting in
only two or three levels responsible for the final solution -
qui ck deci si on- maki ng.
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The closer the adm nistrative structure is to the problem
the speedier the solution with the quality of the decision-
maki ng i nproving in an exponential way.

The people who are closer to the problens and suffer
directly from them are the nost suitable for being part of
this solution. This factor assists in the public and private
adm ni strative structures.
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In this manner, the citizens’ or enployees’ participation
is fundanental. In the small structures the results can be
seen by all in a short tinme. This results in efficiency and
ef fectiveness in a conpany or |ocal governnment institution.

3.4 Sonme di sadvant ages of Segnentation

On the other hand, a structure excessively segnented can
result in harnful negative reflexes to the performance of the
system

W can show the susceptibility to power groups, in a
smaller system Theoretically nore fragile in terns of
political force, and external interference on the part of
power ful groups can occur with the objective protecting their
own interests rather than of the common interest.

Different fromthe |larger structures, the “driest” systens
| ose their negotiation power in purchase activities. In an
inverse way, centralized structures buy in smaller anmounts,
whereby they | ose the scale earnings and with that, they tend
to pay a higher price and obtain inferior purchase
condi ti ons.

Sonetinmes, smaller structures have nore difficulty gaining
access to technol ogical innovations, limted capacity of to
get information or data and limted resources to naintain a
| evel of evolution sufficient enough to protect the growth of
its own system
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However, nost of these problens can be solved through
politicizing the appropriate balance of these admnistrative
structures, creating conplenentary systens and permanent
eval uation capable of pronoting the necessary fittings to
maintain a | evel of quality in decision-making.

Today, a great problem of the admnistrative structures is
t he managenent of resources capacity. The great structures or
centralized structures, in a general way, nanage to obtain
better action in the negotiation of the <conditions of
purchases or macro-balancing of the financial process, but
t hey possess a high |evel of spent energy and terrible acting
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in the allocation of these resources where itens remains or
el enents are | acking.

Onh the other hand, the small ones or segnent ed
adm nistrative structures suffer from a isolation and
dependence fromthe central areas.

The fundanental factor is the ability to identify the
appropriate level of segnentation, that nakes possible a
certain |evel of autonomy for independent performance and
adm ni stration, looking for the bal ance that best assists the
features of the system
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3.5 Franchi se systens and Business Unity

Franchise is a system in which a firm wth special right
or privilege granted by sonmeone, can sell a product or
servi ce.

This system |looks to join the positive aspects from
segnented admnistrative structure with the quality goal of
t he deci si on- maki ng process.

The franchise has high |evel admnistrative autonony,
i ndependence and action freedom inside of their business
area. However it is linked with the conpany nothers strategy,
st andards and gui del i nes.
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Under the aspect of a segnented adm nistrative structure,
the franchi ses have sonme advantages, which are usually found
in small conpanies. For exanple, direct relationship with the
mar ket, good capacity to be close to the custoner and better
quality service. Franchise is a dry admnistrative structure
in general.

The advantages of franchising allowed the firmto overcone
resource constraints of limted capital and thin the ranks of
experienced nanagers.

Franchising also provides a neans of trading off certain
functions. Franchisees are nore efficient in performng
functions whose average cost curve turns up relatively
qui ckly.

It obviates the need for nonitoring because franchisees
have invested their own capital and are notivated to work
hard for profitability.

Thi s nmonitoring offers substantial efficiencies in
pronoti on and advertising by |everaging the value of trade
mar ket and brand imge. It also helps in managing the risk of
deci si on- meki ng, because franchisors can eventually convert
profitable franchise |ocations into conpany-owned operations.

Anot her architecture type simlar to the franchise system
are business units in great conpanies and nultinationals.
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These units of business also have high autonony, relative
i ndependence and a system of result self neasurenent.

However, the business wunits needs to outline their
busi ness goal s and anal yze how they can fulfill those goals.
This option also include |abor Vs capital-intensity, demand
variability, inmportance of repeat custoners and the roles of
changi ng technol ogy, usually supported by the main conpany.

This is an exanple of admnistrative architecture with an
appropriate system of decision-making. It can help the

i mprovenent of quality of the entire system mnimzing risks
and answering quickly to the environnment uncertainty.

Hewl ett - Packard Di vi sion
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In 1985, the Termnals Division at Hew ett-Packard (HP)
found itself facing a substantially increased need for
decentralized structure. Being two years old, the division
had to build the capability while using sinultaneously.

The Division was created to design and produce termnals
for HP systens, |owend personal conputers and video display
systens. It located away from Silicon Valley in order to
reduce operation cost.

Neverthel ess, by 1985, the division was not conpetitive.
Its termnals were ranked high in quality, but were too
expensive, it was |osing market share.

A key feature of the process was the amount of front-end
work devoted to developing skills and teans, and then the
i mredi ate use of those skills to plan a new program A second
feature was the conmuni cati on anong 1800 enpl oyees to create
a mssion, plans and objectives.

The first steps were to create teans for inplenenting the
new | ow cost products, to plan the business and the new
term nal products.
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The program team began their own specific teambuilding
efforts, sinultaneously producing a program plan. The
pl anning process is a very disciplined process for creating a
hi erarchy of goals, beginning with the division general
manager .

For each division manager’s goal there is a functional

subgoal for each functional nmanager. For each subgoal, a
second subgoal is created for the direct reports of the
functional manager. In this manner, a hierarchy of goal 1is

cascaded down from each division, and they mnust be aligned
and neasur abl e.

These goals also provide criteria for making trade-offs
and resolving conflicts. Participants in teans will have been
part of the process to determne the goals, they wll know
sonet hi ng about why a goal was chosen.

A goal criteria nust to be well-articulated and debated by
team nmenbers for subsequent decision-making. It permts
decentralization of choices. Inforned team nmenbers are |ess
likely to escalate a conflict, and nore likely to resolve it
t hensel ves.
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Design of the formal groups followed from decentralized
requirenents, gi ves enpower nent , responsibility and
participation. The total structure is shown bel ow

kA arnufacturing
process

M egociation
tean

Lzaderzhip
team

Saftware
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A steering commttee was created for fast resolution of
common di sagreenents in. Total cost was the major criterion,
but occasionally  superior performance will lead to
conpetitive advantage for a product wth a custom zed
conponent .

In this manner, nultidinensional groups were forned. Teans
were created who responsible for har dwar e, sof t war e,
| ocati on, purchased conponents and manufacturing processes.

Finally, division mnagenent issued challenges to the
engi neers: Can you really mnimze the nunber of parts? How
low a cost can you achieve? Several application-specific
sem conductor designs were also needed. Could the engineers
mnimze the nunbers of sem conductors chips? Managenent
tried to nake |owest-cost designs as challenging as high-
per f or mance desi gns.

Wth the engineers that were selected, nanagenent was
successful. The nunber of parts was reduced by 30 percent,
and the nunber of vendors by 40 percent. The overall cost of
raw materials and conponents was reduced by 50 percent, while
the nunber of engineering changes was also reduced by 50
percent .
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The decision-nmaking process, using assurance segnented
structure, had achieved the coordi nati on.

One of the benefits of conpressed devel opnent tines and
pressure  of i mpr ovenent is the possibility of t eam
continuity.

This process becane continuous, resulted in a high Ievel
of notivation for the team As a result, the responsibility
gave the team a conplete task; wthin the guidelines of
their early decision-meking, they set goals to nmake this the
nost profitable programat HP.

The ownership of the start-to-finish responsibility and
participation has resulted in, and continued to offer, higher
| evel s of team camaraderie and notivation
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The Division's experience illustrates how an organization
can build their capability as it needs. WMnagenent invest
considerable tinme and effort up front, they invest in skill-
building and inmmediately enploy these skills in inproving
quality of decision-naking process throughout the entire
organi zati on.

The success was achieved at great costs of managenent tine
and effort, however, the cost are an investnent and not an
expense, for exanple, current accounting practice considers
such efforts.

The investnents of managenent have created a considerable
organi zational capability. This capability is an intangible
asset. Wth this intangible asset, public sector and private
sector, small or big conpanies, can get a real conpetitive
advant age.
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4  Technol ogy

4.1 The Distance — Railroad Hi story

From the end of the 14" century through the beginning of
the 15" century, Qutenberg forever altered the concept of the
informati on and production of knowl edge with the creation of
the printing press.

This fact changed in a revolutionary way the inportance
given for reading and witing. After then, the press
multiplied the available information, denocratized their
distribution and not only altered but created a new cul ture.

By the 19" century, the developnent of the railroads
further revolutionized the world in an overpowering way. Wth
the arrival of the railroads, the sense of geographical
di stance on the planet “shrank”, supplying people wth a
di fferent vision never before perceived.

Again, in the end of the 20" century, conputer systens
changed the world, altered the patterns of behavior as never
devel oped before, in the field of information.

The conputer revolution was as intense as the creation of

the press, but on a large scale, distributed and denocrati zed
the information, dr oppi ng political and geogr aphi cal
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barriers, altering the definitions of distance and the vol une
of capacity of information storage.

4.2 Silent Revol ution

Nowadays, we are living in a silent revolution, called the
revolution of know edge. Information now is available,
anywhere, anyti ne.

Nearly unlimted access of data exists, but t he
fundanmental problem is how to transform that available
information in enough useful know edge, to generate t he
wel fare state for conpanies, communities and citizens.
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This is the inportant contribution of technology. It is
cruci al to allow technol ogical i nnovation help «create
instruments to access information easier, dropping barriers
and principal neaning in order to lower the costs of the to
transforminformation i nto know edge.

Technol ogi cal innovation by itself is not a guarantee of
mai nt ai nable growh for conpanies, public organizations or
for the individual, but it is the very inportant step in that
di rection.

Anot her inportant point pertains to automation. The
automation process has a double inportant in the current
syst ens.

First, the automation can do the arduous tasks of work,
such as heavy industrial services, repetitive tasks or works
in noxious environnents. In addition, automation increases
the efficiency of these systens and fundanentally |owers
operating costs.

The second inportant function of automation is the
elimnation of mstakes. Wth the technol ogical inprovenent,
in nost of the cases, a nachine has the ability of being
infinitely superior to human activity, and it |iberates the
human capital for other nobler tasks.

Today, a sugar-cane harvest nmachine can substitute for 60
rural workers, it works with larger efficiency, smaller cost
and infinitely superior productivity indexes as well as
quality.

However, this type of technological innovation, in first
analysis, can generating social problens, increase the
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unenpl oynent rate and worse the social exclusion that already
reaches high levels in the field.

In this process it is necessary to consider the set of
aspects in order to understand the situation better. Wthout
a doubt the 60 rural workers should |ose their jobs, but the
conditions of these workers’ are the worst possible. The
people work wth inappropriate |egislation, unacceptable
systens of renuneration, terrible conditions of unsoundness
and high hourly load. Edging to the slave work, even w thout
consideration of infantile and senior work.
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Actually, we are wunable to close our eyes to that
i mreasur abl e social problem but on the other hand we cannot
i npede the progress of technol ogical innovation.

In this situation it is necessary that we create
mechani snms that allow the evolution of the systens, wthout
observe the negative consequences inposed the society.

Mechani sms as such as trainee and education prograns,
increasing their professional abilities, technical capability
and find better option in other areas, for workers who | ost
their jobs because of this technol ogi cal innovation.

In this situation it is fundanental nmaintenance of the
operational processes of evolution. It is prices and cost
reduction, inprovenent of the quality of the products and
social earnings to population, but it is also necessary to
try elimnate or mnimze the negative effects.
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5 Concl usi on

In summary, it is unlikely that centralized structures wll
di sappear end solved all decision-nmaking problens. Centralized
exists because of the conplexities of the information-
processing requirenents of the |arge scal e organi zation

W do not have the information and technol ogi cal innovation
to allow 1000 people to interact, comruni cate, and deci de upon
their collective actions in short tine frames. There are
sinply too many interfaces anong these people.

The conplexity of communication is reduced if one person is
selected to represent each group of, say, around 10 people.
This selection process creates a second |level of 100 people,
who are in turn to nmake the decisions to guide the system and
S0 on.

Most organi zations further select a I|eader, a senior
partner, a mayor or a president to act as head of the entire
group. It is a decision-making system option, that involves
several and inportant results.

But, if these system don’t work properly, and coordination
would be needed, we could create independent teans of

specialists who work on a social issues or on specific
proj ects.

When communication within a team is intense, there is a
continuous transfer of ideas, involvenent and participation,
t he deci sion-maki ng process will be accurate.

There are a nunber of changes, however, we need effort to
create the organization capability, which will continue to
el imnate dysfunction, increase technological innovations and
create higher classes of enpl oyees.

The extent of this is when we create |arger work groups,
place nore activities within a group, we can give nore
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responsibility and delegate decision-making to the group,
elimnating the need to coordi nate across groups.

Decision-Making Centralization and Segmentation in Administrative Structures

Wil e the average size of organizations has grown smaller in
terms of nunber of enployees, they are growing larger in terns
of sal es vol une, conpetency and market penetration.

Presently, t he ef fecti veness of pr obl em sol vi ng by
technologies is increasing. Goups of 25 to 50 people can
comuni cate and reach consensus on a problem solution in real
time, so, the coordination, conmunication and deci sion process
across gr oups IS i kew se reduced in hi er ar chi ca
i ntervention.

Anot her fundanmental aspect is the inportance of the reflexes
and results produced by variation of the environnment.
Actual ly, the environnent is very harnful, drive to
uncertainty, turbulence and high | evel of unpredictability.

These factors change the usual system of decision-making
process, and worse, this is happening at an incredible high
speed.

The first idea to be stressed is the use of organization
capability as a conpetitive tool. In today’'s global econony,
the conpetition has |large possible neans. It turns out that
capabilities and learning organization are a particularly
useful neans.

In this way, in the private or governnent sector, the
conpetition gener at es speed, flexibility and strong
organi zati onal inprovenent, where the focuses on pleasing the
custoner or citizen drive business.

It allows a focus on whatever dinension or issue 1is
currently fundanental, making flexible, adaptable and suited
for an uncertain and changi ng worl d.

The structure has to pronote a |earning organization, and
shoul d be designed around today’ s strategy to creates a spirit
of change which 1is thereby channeled into the planning
process.

Thus the successful inplenentation process creates a faster-

| earning. More rapidly changing organization are nore |ikely
to succeed and survival.
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The human factor influences the analysis at every point, but
fairness in decisions and effectiveness in control risks can
be approached via the diversity of human interests, values and
per ceptions, which should al ways be respect ed.

The judgnent of decision-making involves a considerable
nunber s of peopl e and envi ronnent al vari abl es. The
acceptability of decision-making cannot be sinply derived from
a scientific study of quantified probabilities, costs and
benefits.

The use of “intellectual capital” is an alnost universal
solution to managenent’s ills. Buil ding organizati onal
capability can be achieved through sustained growth, in

addition to articulating a strategy, which is intended to gain
an conpetitive advantage and create value for customers and
soci ety.

The phenonenon of risks is particularly difficult to study
scientifically enough the use of enpi ri cal data and
t heoretical nodels.

Quantitative statenents about risks are in practice little
different from the traditional one of producing “public
know edge” in academ c research

For the decision-making to be adequate and accurate, we need
to reduce risks, for this there nust be constant vigilance and
comm tnent on all sides.

The principal of human frailty state it is inpossible for
the people always to act properly, in general, but this
frailty can be avoided, by nonitoring and contai nnent.

A full awareness by those exposed to risks, and education in
ri sk- managenent, are both necessary for effective control.

In the decision-nmaking it is necessary to understanding the
acceptability of risk. The term “safe” is also very anbi guous,
referring perhaps to risk that is acceptable in sone sense,
but, in another, that is believed to be non-existent.
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Fair decisions and effective controls require a recognition
of the social dynam cs of any given situation. This includes
the interest, those who create it, those who control it and
those that suffer with the problem

Because each was its own value and perception, it is naive
to imagine that three interests should and do have identica
Vi ews.

I nvol venent and participation through education are
necessary for renedying or preventing risk and inproving the
quality of decision-nmaking, consequently increasing the
responsibility |level.

Mor eover , responsibility has the additional task to
elimnate corruption. In systens where a team is responsible
for decision-making, it’'s nore difficult corruption to rise.

Those human factor set also contribute for dimnish the
necessity of control systens. Hgh level of responsibility
help organization mnimze mstakes and results in |less
external intervention.

To inprove the quality of decision-making a bal ancing of
ri sks and costs against benefits, is a necessary exercise. Any
assurances that particular future facts are negligible cannot
be based on a scientific proof, but nust, in the final
anal ysi s, sound judgnent.

Indeed, it is inportant to touch in tw issue in
relati onship between dry structures and quality of decision-
maki ng process as admnistrative politics.

First, through the client satisfaction and social welfare,
the efficiency, efficacy and quality are a good alternative to
increase the survival possibility for private conpanies and
public sector.

Second, it’s the necessity turn on organi zation to work hard
for performance and results. These factor, bring for instance,
the sustainable growh as a consequence of the system
evol ution.
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Beyond that, it is inportant to stress sone final aspects
that could be wuseful. As acconplished by research, working
parties, conferences, the followng could be successfully
undertaken in the decision-nmaking process, anong them are:
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« Learning organization;

e Synergy;
e Capability and Participation;
e Aut onony;

* Interests of the majority;
* Long-termeffects of decision-naking;

This whole process is inportant to Brazil for two reasons.
First, the country is inserted in this world context and it is
necessary to inprove the welfare state of their society, get
better education and health care, and dimnish high poverty
| evel s.

Second, as Brazil is going by an adjustnent process and
transformation. Issues such as the size of the State,
penetration and privatization are crucial to guarantee the
future of the nation

Today, in the digital world, where conpetitive advantage is
man- made, structures wll conpete by using their organization

There is no difference if the conpetition goes with the
market to the private organizations or continues to up date
for the public organizations. Mnagenent needs to build the
capability and skill at matching it to strategies that wll
give it a conpetitive advantage.

Decision-Making Centralization and Segmentation in Administrative Structures
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