2. Theoretical Background

These are my principles.
If you don't like them, | have others.
Groucho Marx

This thesis is grounded upon several theoriesareses and books | studied during my
university career and in the preliminary literatuegiew to this work. A general presentation
of the most important of them for the understandhthis thesis is here briefly given, but a
more extensive reading of these relevant sourcasggested.
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2.1 S-Consistency and 7-S Model

We do not encourage direct copying of their techeg]
or even their management and cultural philosophy...
We want to look at them as if they were a speaia &f mirror,
one which might allow us to see ourselves in scemeways...
The task is not to imitate cosmetically, but tolex@rganically.
And each company, like each individual, has to ldgvim its own way.

Richard T.Pascale
Anthony G.Athos
The art of Japanese Managentent

According to Robert M. Graftfor a strategy to be successful, it must be soest with
(1) the firm’s goals and values, (2) its resouraaed capabilities, (3) its organization and
systems, and (4) its external environment.

INTERNAL CONSISTENCY

The first three aspects of strategic consistenf®r te factors of the enterprise, in this case
a Music School. They correspond to what R.T. Pasaatl A.G. AthoShave more widely
explained as the 7S’s of the managerial molechleretfore | called their alignmeiniternal
consistency of the Schodlhey are constituted by three “hard S’s”:

o Strategy set of actions leading to the allocation of anfg scarce resources, over time,
to reach identified goals. It concerns the analggsnvironment, competition, customer
needs and one’s own strengths and weaknessesdedhdiexplicit plan for success.

o Structure basic organization of the companye( functional, decentralized, etc.), its
departments, reporting lines, areas of expertisenam they inter-relate. It is the formal
hierarchy of authority and accountability which ciése how the separate entities of the
organization are tied together to best align thévesewith the strategy.

o Systems formal and informal procedures that govern evayydctivity and support
strategy and structure. They include informativestesys e. meeting formats),
management control systems, performance measurg@eattreward systems, planning
and budgeting systems and the way people reldtein.

! R.T. Pascale, A.G. AthoShe Art of Japanese Managemet81, p.204
; Robert M. GrantContemporary Strategy Analysik991, 2%ed., p.31
op.cit.
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And four “soft S's™
o Shared Values and Superordinate Goalsssion, goals, guiding concepts and basic
ideas around which a business is built. They irelutganizational culture: the

dominant values, believes, norms, significant megsithat an organization imbues in
its members. They often dictate its orientation damvquality, financial objectives,
people, role in the community, etc.

o Style of management: leadership approach of top manageard the company's
overall operating approach. A reflection of themsrand culture people act upon and
how they work and interact to each other. How amamy’'s managers spend their time,
symbolism, etc

o Staff: company's people resources and how they areitestraeveloped, trained, and
motivated, how they advance in the organizationlan they socialize.

o Skills: distinctive capabilities of key personnel ottloé firm as a whole.

For an organization to operate effectively, eacthefseven factors within the framework
must be aligned and connected, as in pictures below

oS

Strategy V’-V
@
e ®

If one element changes then this will affect alless. For example, a change in the human
resource system, like internal career plans andagement training, will have an impact on
organizational culture, on the management styld, thns will affect structures, processes,
and finally characteristic competences of the ogion.

The four “soft S’s” however, are hardly feasibleney are difficult to describe since
capabilities, values and elements of corporateurailtare continuously developing and
changing. They are highly determined by the peaphlork in the organization. Therefore it
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is much more difficult to plan or to influence thbaracteristics of the soft elements. As a
consequence, many organizations focus their eftortthe hard S’s, Strategy, Structure and
Systems. Pascale and Athos showed instead, how suoséssful companies work hard at
these soft S’s. The soft factors can make or baestkccessful change process, “soft is Hard”
since new structures and strategies are diffiaulbaild upon inappropriate cultures and
values.

EXTERNAL CONSISTENCY

The 7-S Model does not include an in-depth assessime the consistency of the
organization towards the context in which the oizmtion operatés as instead R.M.Grant
correctly does in its manu@lontemporary Strategy Analy&igrom which the picture below
is taken. This is what it has been cafléweexternal consistency of the School

THE MACRO ENVIRONMENT

The National/
international
economy

The Natural
environment

THE INDUSTRY
ENVIRONMENT

( @ Suppliers Demographi
TSI - P @

@ Customers

Goverament Social structure

Therefore | defin@verall s-consistency of the organizatite coordinated arrangement of
all internal and external managerial variablesrethavalues and mission, strategy, style of
management, staff, skills, systems and the extematonmertt (state and surrounding area).
Furthermore, it is fundamental that this alignmesritinues over tim&.

* Tom Peters, Robert H.Waterman search of excellenc&982, p.11 (see also § 8.3)

® Even if the strategy is interrelated with it.

® op.cit p.55

’ Giovanni Azzonelnnovare il sistema di controllo di gestiqr2000, p.288

8 “The reference to consistent solutions wants tptemsize the possibility of a bidirectional connestamong
the managerial variables, and between internakatetnal variables. In this sense, this approadotibased on
a contingent model, that would make the internalaides follow from the external ones. On the cantr we
believe that the organization can actively influetize environment...” (Giovanni Azzongp.cit.,pp.281-282)

® For this reason, criticisms towards this modelseohon the fact that some of the companies thae wer
mentioned as “consistent” after some years worsaheit results, do not seem to properly consider th
importance of the time factor: a company that isn&stent” and successful today, may lose congigtand
competitive edge tomorrow, and this does not necigsnean that the analysis made today is wrofsge also
“Conclusions” in § 8.2)
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It is the same concept also knowncassistency of the entrepreneurial formuwaccessful
firms are the ones that succeeded in shaping theessi a consistent way market choices,
product and structure, in other words, they offesdpicts consistent with the successful
factors expressed by the selected market and haweicture which is consistent for those
products:’

Finally, it is important to stress that, as staitedhe opening quote and implicit in the
model, there is not only one successful managefoanula, each organization has to find its
own, consistent with its nature, characteristia$ surrounding environment.

1% Cinzia ParoliniCome costruire un business plaviilano, Paravia Mondadori, 2000, p.66
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2.2 Cultural Differences and Hofstede’'s 4 Dimensian

Everybody looks at the world from behind the winslofva cultural home
and everybody prefers to act as if people fromrotbentries
have something special about them but home is rorma
Unfortunately, there is no normal position in cuétlmatters.

Geert Hofstede
Cultures and Organizations

The influence of national culture and its implicais in management are here investigated
using Geert Hofstede’s findings as landmark. Irnitportant bookCulture’s Consequencts
he describes the four dimensions that, as he hamrigrated, explain a great parof
cultural differences, both between nations and betworganizations, empirically found in
researches across more than 50 countries. Thelimensions are:

o Power Distance PDI scores inform us abodéependenceelationships in a country. In
small power distance countries there is a limitedeshdence of subordinates on bosses,
and preference for consultation, thatiderdependenceetween boss and subordinate.
The emotional distance between them is relativelgls subordinates will quite readily
approach and contradict their bosses. In large podigtance countries there is
considerable dependence of subordinates on boSsksrdinates respond by either
preferring such dependence or rejecting it enti(ebyinterdependene

o Individualism IDV pertains to societies in which the ties beén individuals are
loose: everyone is expected to look after himselherself and his or her immediate
family. Collectivism, as its opposite, pertainssicieties in which people from birth
onwards are integrated into strong, cohesive inmggpwhich throughout people’s
lifetime continue to protect them in exchange foquestioning loyalty. It is statistically
related to a country’s degree of economic developnadl Western European Countries
score high IDV results.

o Masculinity MAS pertains to societies in which social genaées are clearly distinct.
Femininity pertains to societies in which socialnder roles overlap. In feminine
countries both boys and girls learn to be nonamistiand modest. In the workplace, in
feminine cultures, there is a preference for raasglwonflicts by compromise and
negotiation. Masculine and feminine cultures crehtierent management hero types.
The masculine manager tends to be assertive, deceionely decision-maker looking
for facts rather than a group discussion leader.

! Geert HofstedeGCultures and Organizations: Software of the Mihdndon, 1991, p.235
12 Geert HofstedeCulture’s Consequence®™ ed., 2001
13579 of the variance among results of 50 countries.
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o Uncertainty avoidance UAI can be defined as the extent to which thenioers of

cultures feel threatened by uncertain or unknowmasions. In uncertainty avoiding
societies there are many formal laws and/or inférrakes controlling the rights and
duties of employers and employees. The paraddwatsalthough rules in countries with
weak UAI are less sacred, they are generally mespeacted. In high UAI countries
Planning, Budgeting&Controlling systems are moringéel and detailed.

Hofstede’s 4 Dimensions for the countries of originthe 4 Schools analysed are shown

below™.
Country Power Distance | Uncert.Avoidance Individualism Masculinity
ltaly medium/high high high high
Spain medium/high high medium/high medium/low
Germany low high medium/high high
United Kingdom low low high high
Sweden low low medium/high low

And here are some of Hofstede’s findings and ptextis about how culture influences

management.
Country Structure Style Staff Systems
(Human Motivations) (Plan + B&C)
(from PDI+UAI) (from PDI+IDV) (from UAI+MAS) (from PDI+UAI)
_ personal securityl) detailed control&plan.
Italy, Spain hierarchical / o short term
(and Latin countries) pyramid paternalistic security + by exp.erts.
relationshipES) political thinking
German well-oiled machine participated personai Security detailed & short term
y (participation by law) seek trust
(and Germanic countries|
V|II.age market o less details
United Kingdom (negotiation &aghocracy open individual seek trust
+ flat/ matrix + achievements ic thinki
(and Anglo-Saxon countries) ool participation) strategic thinking
V|Ilhage market less details
(negotiation & adhocracy participated human relations seek trust

Sweden

(and Scandinavian countrieg)

+ flat / matrix +
informal participation)

strategic thinking

More explanations and details are reported in e8chool specific paragraph and
compared with the empirical results. A general awinparative view is given in the
Conclusions chapter.

14 See “Appendix C” for more detailed results.
15 Taken from Geert Hofsted€ulture’s Consequenceg™ ed., 2001 and
Geert Hofstede, Daniel Bollingdres differences culturelles dans le managen3g7
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2.3 Music Districts

We can, at this stage, recompose the overall gctur
of the economy of this region... there is here amwanic mix of factors,
but it is so complex that it can hardly be assumedodel...

Sebastiano Brus¢d
The Emilia Modél’

The analysis of Music Schools cannot leave oubokieration a more general analysis of
the cultural contest, national and local, in whilsy develop their activities. It is particularly
interesting to see how the structure and the eoluf economic actors, in our case Schools
of Music, are strictly embedd&tin the specific and unique characteristics ofeheironment
in which they grew up.

An important aspect of cultural goods is that treeg among the most peculiar and
idiosyncratic of those produced by man. Culturetivasdeep anthropological roots: time and
space. Cultural production is fundamentally linked place, in social sense, to a community
and its history, and is historically a specific anijinal product of a generatié.

In connection with these relations, it is possitdeintroduce the concept of “cultural
districts'. Analogously to Marshall in the 19 dor industrial district®, cultural districts
may be defined as territorially delimited and origad systems of cultural institutions that
integrate the process of creating value with infrasures and other productive secfars

As proved by several studies and cdbegovernments and cultural policies can play a
great role in developing clusters of cultural atiég and using musical creativity as a cultural
but also economic resource. It was not a goalisfttiesis to investigate more this possibility,

16 Sebastiano Brusco was one of the founders of doeilfy of Economics at Modena. The university ligris
dedicated to him. His main research interests baes small firms and industrial districts, indwdtéconomics
and policy, regional development, environmentalnecoics and economics of labour. You can find mdreua
him and the “Clusters, industrial districts andrfi. the challenge of globalization” conferencehia tiniversity
website (see “References”)

" Sebastiano Brusc®jccole imprese e distretti industriali 989, p.289

18 Mark Granovetter, “Economic Action and Social $tre: the problem of embeddedness”, 1985, pp.4%81-5
9 Anna Grandoril’organizzazione delle attivith economicH®95, p.46

2'Walter Santagata, “I distretti culturali nei paasiainzati e nelle economie emergenti”, 2005, p.142

2L Allen J. ScottThe cultural economy of citie2000, p.6

22 Alfred Marshal) Industry and Tradel1919

% Federico FerrianiStruttura e processi di sviluppo di un distrettosicale. | casi di Seattle, Manchester e
Verong 2004, p.5

24 As examples: Alberto Cottica, Tommaso Fabhe creativitd giovanile come risorsa. Relaziostiategie,
governance: i casi di Modena e Manchesg802

Matteo ParrinelloLa cultura della musica dal vivo in Inghilterra ed Italia. Il distretto di Manchester e la
provincia di Ravenna. Aspetti e confrord00

Federico Ferrianiop.cit.
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but its importance can be found also through thezse studies: when public institutions
support Music Schools, as in the cases of ACM aaltukskolan with public funding and of
Datenklang with particularly favourable legislatidhey can return to the society in which
they operate a richer cultural, vocational and reait@ng offer, at more affordable prices, as
well as more opportunities and better working ctads to their employees.

In further chapters music districts are also caedrounding area of the Schodlecause
they are considered thd" &lement (S) of the 7-S Model, with which the Sdhes every
economic actor, is and has to be consistent to.
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2.4 Music School Management

To run a profit business like a non-profit orgartina
would be as disastrous as to run a non-profit oigation like a profit business.
D.E.Mason , V.Melandri
Il management delle organizzazioni nonpfafit

“Non-profit institutions tend not to give priority performance and results.

Yet performance and results are far more importard far more difficult to measure
and control in the non-profit institution than inbaisiness.”

Peter F.Drucker
Managing the Non-profit Organizatiéh

It is not possible to mention and explain herensihagement theories that are implicit in
my researches and that a good manager of Musico&claod cultural organizations must
know. But the risk in this field is often to forgabout them, and follow instinct and own
experiences, mostly artistic, which are fundamergat not enough and sometimes lead to
wrong or partial perceptions. Of course, this iggeneral consideration about cultural
activities, not directly referred to the followingnalysed Schools, which are, for many
aspects, cases of excellence. Here are only somsideoations about aspects of the
management | had more in mind while | was workiogd Music School and simultaneously
doing this research.

Management ControF’

The first time | studied the 7-S Model was during Rtanning and Controlling course. The
model was used to understand and define the maragerontrol system of an organization
and how the change in one “S” would affect its wjii configuratiorf® At that time | had
already started working at CEPAM, a non-profit arigation in the cultural field, and |
became interested in finding “the right ways” ofpbfng management control practices in
cultural activitied®. The need for it was clear, as it was clear thaannot be the same kind
applied to industrial firms. In other words, thesti6S’s are different and so should be the last
one that concerns systems. Moreover, during thasish | learned that the importance and

% David E. Mason, Valerio Melandii, management delle organizzazioni nonprdf@99

%6 peter F. DruckeiManaging the Non-profit Organizatipd990, p.107

" As example: Robert N. Anthony, David W.Youtganagement Control in Nonprofit Organizatioi$03

%8 Giovanni Azzonegp.cit.,pp.281-296

2 The task was made even more difficult by the faat Music Schools are service organizations, andces
are particularly difficult to measure and evaluate.
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depth of the B&C system vary from one country tother®, in relation with the uncertainty
avoidance score, speaking with Hofstede’s term®rdfbre | moved my focus to a more
general analysis of schools’ management and cutiffarences.

Public, Profit and Non-profit Management*!

It is essential to understand how and why non-pmofnagement is different from the
profit one, and, among not-for-profit activitieeetspecific characteristics of the public sector,
associations and foundations. This is sometimed hacause “official” subjects in schools
and universities do not leave great space and esigptmthese ever-increasing activities and
people working in those fields have always tenaekly more on instinct then on managerial
techniques.

Saying that profit business need different managena@proach from non-profit and
public organizations does not mean that one kin@abivity is easier to manage than the
other, like some people think, they are just défégrand therefore require different styles,
competences and alignment of the 7S’s.

Soft S’s play a great role in not-for-profit orgaations. In particular, it is crucial how
managers deal and motivate the staff, which isnaftemposed also of voluntary workers who
require a specific approach. Traditionally, wageslawer than in the profit sector and there
is no use of economic incentives. Very importarglso to be able to keep good relations with
stakeholders: public institutions, politicians, dosy members, customers, etc.

In not-for-profit organizations a relevant partemfonomic resources usually does not come
from the offer of services, as for the profit biesises, but from donors, public administration,
members, etc. Therefore the strategy and the at8&r must be oriented to coordinate the
fund-raising system with the offer of services, &mdeach of them a marketing plan should
be prepared.

While the marketplace rewards productivity and eletes businesses when products and
services do not effectively meet the needs of &cset number of customers, government
and non-profit organizations do not have such clieere is no automatic measure to assess
successful outcomes nor to determine if they hdlextevely addressed community needs.
Nevertheless in today’s world there is an increagiressure to demonstrate the quality of the
provided services, beyond just supplying numbersliehts®? The importance of doing so
has increased as the non-profit sector has growizénand influencg, with greater visibility
and public scrutiny by different stakeholders imithg donors, clients, media and government
agencie¥’. To address this problem, they have begun (or Idhaw use performance
measurement and performance based budgeting anléog systems with quantifiable

%0 As, of course, from one organization to another.

%1 David E. Mason, Valerio Melandmp.cit, passim

%2 Suzanne M. Leland, Julie Sulc, “Non-Profit Orgamians and Performance-Based Grant-making: A close
Cousin of Performance Based Budgeting?”, 2001,-Bp.1

31t comprises about 7,5% of U.S. GDP. (Suzanne Mnd Julie Sulcop.cit)

3 Kevin P. KearnsThe Strategic Management of Accountability in NofipOrganizations 1994, pp.185-192
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objectives, not only for economic figures but adsw most of all for the non-economic ones.
They have to set clearly their goals, define quaéfficacy and efficiency, plan a strategy and
monitor their activities towards those goals thitoutpe use of “ad hoc” performance
indicators.

In this direction goes the diffusion in the lasaggeof the social audit among the non-profit
world, but also among companies that want to im@relveir image or give a sign of
responsibility and social commitment.

Service Management
Music Schools are service organizations. More thahof the Gross National Products of
the European countries comes from the service iseatw, when we refer to U.S. this
percentage grows to 70%. Moreove
services are provided and increasing
crucial also in  manufacturing
industries. The figur8 on the right, Eﬁﬂ:ﬁfﬂ}?ﬂﬁn
more than many words, explains tt
importance of the service sector in tt
contemporary world and, therefore, tf e
importance of knowing its specific g &
management techniques. Again, he
are only some aspects of it, the mc Agriculture

an Service

=

Manufacturing

Foowanicn af s saphoymen, S

a

significant for the understanding of th T T Rl I T e ek
following chapters.

Service management requirasstomer relationship managememproach, where there is
a cooperation between clients and the organizatotreate value for them. This approach
expects every unit and function to have a custarented behaviour and each of the 7S’s to
be service and marketing oriented. In this appraach fundamental to seek and measure
customer satisfaction and performariéesind to do this, financial measurements are not
enough. This is especially true in the case of Bl&ihools where, in all cases studied, more
than 70% of new students came to the School by wbrdouth and where, usually, there are
not many resources to invest in advertising.

In services, production and consumption coincidere is no way to “store the service”.
For this reason, to face fluctuation on demandgigpattention is given to correctly “size the
production capacity” and have it as flexible assiae. This implies, for Schools with low

3 Christian GronroosService Management and Marketing. A Customer Ralstip Management Approach
2" ed. , 2000passim

% Taken from: James A. Fitzsimmons, Mona Fitzsimm&esvice Managemeri2004

37 Even though professionals are usually scepticdlagainst the measurement of their activities. Phixess
require time of acceptance for them.
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economic margins, that they tend and can only eynpéachers as collaborators, with
“flexible” contracts, which often means “precaridér them.

Finally, the output measurement is more complexskmvices than for industrial goods,
therefore it is more difficult to plan and desigmiaformative system appropriate to support
the management towards effectiveness and effici#hcy

Legislation®

It is important, even if not described and studiedepth here, to consider the legislation
and taxation of each specific kind of organizatioreach specific country. The role of the
state, as already mentioned, is huge: a favoulabislation means growth for the School,
better courses and facilities for its pupils ander@warding conditions for its teachers.

Complex Foresight Horizorf®

Nowadays every element of the context in which me is changeable. In this situation it
is really hard to make predictions and strategxesHe long term, therefore managers have to
adapt themselves everyday to the variable reahty lae able to change really fast if the
situation would require that. In a complex foresigbrizon, an high consideration is to be
given to the monitoring and research of new elemanupdate “the map of the world”. This
new horizon requires managers to have a clear aflehe direction to follow, but finding
always innovative and creative ways to adapt apasatb the rapid changes, something like

surfing: it is a matter of riding the wave to makéring us more or less where we want to
41

go.

A Snapshot

An other consequence of the mutability of the tgad that the alignment of the 7S’s is an
ongoing processnever definitive. Adjustments due to changinghe internal or external
context are and have to be continuous, followirg hinciple of incrementalisth through
trials and errors, or, to say it with Karl Poppewsrds, through continual conjectures and
refutation§®. The following analysis is, for this reason, tonsidler a picture, as sharp as
possible, of a moment in the life of those instins.

3 Emilia GazzoniProgrammazione e controllo nel non prpf004, pp.47-48

39 As example: Francesco Caporossi GualEmi non profif 2002

“0David Lane, Robert Maxfield, “Foresight, Complgxnd Strategy”, 1997

“1 Alberto Cottica, Tommaso Fabbtia creativitd giovanile come risorsa. Relazioniagtgie, governance: i
casi di Modena e Manchest&002

2 Fremont J. Lyden, Ernest G.MilleRlanning Programming Budgetingkand McNally Publishing Company,
Chicago, 1972, pp.403-407

3 Karl R. PopperDie Logik der ForschungWien, Tiibingen, 1935 (trad.iLogica della scoperta scientifica
Torino, Einaudi, 1970)
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Music Schools as a particular type of organization

At the end of this chapter, it is important to uricle and alert the reader that Music
Schools are a peculiar kind of organization, nehpletely comparable to other compafifes
the “soft S’s” have a great importance (see als®.3, teachers and managers are often
musicians, passionate about their job, the workitrgosphere is informal and the power
distance rather small in all countffésorganizations are usually rather small and masage
have often a background as musicians, not as astnzitive employeé§ profit is usually not
the first driving force, economic incentives areetp used and accepted, etc.

Even so the findings of this in-depth multi-cassegch are, | believe, interesting and
stimulating, and show a lot about the culturaletgéhces and the local environment in which
each School has developed.

* As it is also underlined in the “Conclusions” ctexp
> Even if with significant perceivable differences.
6 Which, of course, has an influence on their bslafd ways to administrate the business.
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