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Introduction

Environment is the important factor that can determine the success or failure of an organization during its operation. It can bring opportunities or threats to firms. During their operation, firms need to know when the opportunities come and catch it with their strengths, and when the threats is coming and try to avoid it, or minimize its bad effects. It is important for organizations to understand which factors are included in environment and know how they influence their business. By this way, companies can have their best preparation for facing those coming problems, or good chance. That is the reason why in this essay, I mention about the influence of environment and organization on each other. In this essay, there are three main divisions. They are:

The impact of environment on organization. in this division, I will analyze the impact of environment on organizational structure, organizational culture, determination of products and service type, marketing campaign.

The impact of organization to environment. this division, I will analyze the impact of organization to environment in case of pollution, shaping the supply and demand of market.

The choice of organization for entrance and exit from an environment

Main content

Environment is a set of factors surrounding the business and they influence the performance of organization. It plays an important role in determination of success and failure of organization. Sometimes, when the organization is operating smoothly and almost reach success, a sudden change of one factor can vary the whole situation. Environment can be divided to internal and external environment. Internal environment includes all factors inside the organization which influence management decision. 

The other group is external environment which includes micro and macro environment. Macro environment involve political, economic, social or culture, technological, and natural environment. Micro environment include some factors such as: customers, suppliers, public, competitors, intermediates. All of these factors affect to the success and failure of organization if there is any change among them.
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1. Impact of environment on organization

1.1. Impact on organizational structure

There are so many factors in the environment can influence the organization, and it also depends on the industry and what kind of business the organization is in. In different industry, organization will have some particular factors. 

The first element that influence to organizational structure is economic: when the economic are booming, every organization try to expand their business to the other market, which require the expansion in their organizational structure for more effective management. In contrary, when the economic is in downturn, organizations are facing with difficulty for survive and competition. They will try to reduce workforce, and organizational structure will also be minimized size due to that reason. 

I can illustrate this one with the following example: From the end of 2008, there was recession in world economy which creates huge impact on every country. Mostly the multinational companies are affected heavily, some have to close down a few factories, some have to reduce the employees’ working hours, or job cut for some companies. For example: Nokia the world’s largest mobile phone manufacturer reported that they cut up to 1,700 jobs which is about 13% of its total workforce in the organization. The main reason is for reducing cost during this difficult time; Lindt&Spungli, a Swiss chocolate company, closed 50 of its boutiques in America due to slow sales growth. Due to the job redundancy, organizational structure will become smaller, less hierarchy, and reduce cost.
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This chart is for illustration of the labor cut in US. Due to the job redundancy, organizations need to change its organization structure to be suitable for present condition, and compete in the difficult time. 

The other factor that also influences the structure of organization is culture. In different countries operating in, organization will have different structure according to culture of that company. For example: for countries which people like to be centralized their authority, the organizational structure will be flat. Authorities are kept in a few people’s hand, and they manage a big number of subordinate. Otherwise, organizational structure is tall, because managers delegate their authority and there are more levels in the organization. From this example, we can see that culture in the country and how people behave will influence the structure of organization also. 

Recently, there is the big rise or gas price in the world, and together with the problem of traffic congestion, pollution, and parking storages restricted the usage of big truck. To deal with these environmental problems, Coca-Cola decided to change its delivery models. This can help to reduce 1/5 of fuel consumption and reduce distribution cost of company. 

1.2. Impact on organization culture

Before evaluating how the environment influences to the organization culture, we need to understand the definition of organization culture. “Organization culture is the set of values, guiding beliefs, understandings, and ways of thinking that is shared by members of an organization and is taught to new members as correct”. 

Operating in different countries, the culture will be different. People behaviors and the way they work in the organization will also be varied from countries to countries. Social culture and society will influence people attitude in job, and the way they manage the other also. For example: in some developing countries or under-developed countries, people are more concern about basic needs in Maslow’s Hierarchy of needs 
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For these people, physiological needs, safety, and love and belonging are more important than the others. They will try to work for longer time, or more difficult job to get higher income. For these people, manager need to motivate them by increase payment, and this shape the organizational culture is cash compensation. On the other hand, for some developed countries, people are not worry about the first three levels of needs. They are more concerned about the self-esteem, and self actualization. For them, the more effective motivation way might be empowerment, or promotion, giving them more challenging job for better performance. In these countries, organization will have the culture that manager will encourage employees to perform their job better and gain promotion. Higher payment or any other physical compensation may not effective for them. 

The other thing is that the different in Asian culture and Western culture also influence to the organizational culture. For most of Asian people, they are not really good at getting job done by themselves. So, it needs an autocratic manager to supervise them tightly. On the other hand, western people prefer freedom. They want to be delegated authority and job can be done in their own plan. Manager needs to give them sufficient authority, and the performance will be evaluated from final result. 

1.3. Determination of product/service type

For each operating environment, the factors influence to firms will be different. All of them must adapt it to be able to survive and develop in the market. Those factors can be legal or political factor, economic factor, social factor, or technological factor, etc. 

First of all, I want to consider about how legal factors can influence which kind of products or service that company show offer. In different countries, government has various policies in term of investment for achieving country’s overall goals. For example: In Vietnam, government will provide some investment incentives for organization which invests in those preferential industries such as: industry provide new energy, new material for countries, for agricultural industry, high technology, structure or infrastructure, education, some light industrial business such as garment, etc. organization operating is these fields can get the preferential treatment from government in term of corporate income tax, import or export tariff, land, or financing process, etc. for this reason, right after joining WTO, Vietnam economic open to global, there are many foreign investor invest to Vietnam in garment industry, this kind of business can get a big incentives from government cause they employ a big number of labor, and help Vietnam to solve unemployment problem, besides that it can help to increase Vietnam GDP, and exporting rate. 

Together with the determination of which kind of product or service the company offer, legal factor also influence the location of the organization to put their business. For example: Vietnam government is encouraging organization to move their factory to outside the city. So, for the industrial zone, or the export processing zone, operating organizations are given some preferential treatment, and this factor will influence company to move their business to those area. The other situation can be for some service firm, say hotel or restaurant. Plan for developing which part of city of government will influence their location. For example: nowadays there is a rapid development in district 7 and district 2 under government project. Service companies are trying to put their branch and office there to take the advantages. 

Not only the legal factors, but also there is the other element contribute to the determination of company for their product or service. When the businesses see that there is big income from one area or there is high demand of market for the product or service, they will try their best to enter that industry. On the contrary, when most companies are loss in doing one kind of business, they will leave that industry and find the other which is more profitable. For example: During 2006 to 2007, Vietnam economic is booming, and real estate is in big hit, many investor can earn big profit from this industry during that period. As the result, there are many investors invest in this areas. 

The other factor that influences the decision of organization for offering which type of products or service is technology, and action of competitors. For some high-tech industry such as cell phone or computer, companies have to keep updating themselves regularly. Otherwise, they will become technologically backward companies, and lose their market to competitors. For example: Apple came out with the new model of cell phone – smart phone. After the establishment of Iphone, and the other competitors see that Iphone is taking bigger and bigger market share in mobile phone industry. For protecting their reputation, they also come out with smart phone for better competition, said HTC with HTC hero smartphone. The other example is for Coca-Cola. From the research of Coca-Cola about customers for their products and Pepsi, Coca-Cola decided to come out with New Coke in 1985. From this example, we can see that when competitors do something different and company think that it may affect its business, it will reaction to that change. 

1.4.  Determination of promotion campaign 

Due to difference in environment, the organization has to adjust their promotion campaign to be appropriate. Environmental factors can be legal, or cultural. In term of legal factor, for tobacco, government of every country doesn’t allow Tobacco Company to advertise their products widely on TV, or any other way of advertisement. They can only sell their product in shop or do the other promotion way, say sponsorship. Also, their products packages have to have the warning for users. 

The other example is for culture effect. Listerine – mouth wash products put its advertising in Thailand, which was using a man and a woman kissing each other. This advertising had got some much disagreement from consumer due to cultural effect. According to Asian culture, people are not welcoming sexy advertising. So, at the end, advertising in Thailand needed to be change as the image of two girls talking to each other closely.

2. Impact of organization on environment

2.1.  Pollution

Nowadays, every country in the world are facing with global warming, more and more disasters are happening, such as storm, drought, etc. for example: a few days ago there is a volcano in Guatemala erupted, and on May 31, 2010, there is a storm came to the same countries which made a big damage for people. All of these are resulted by the pollution of environment which is originated by the operation of organizations. Due to the waste of organization which is not given appropriate treatment, and let it go to environment, make environment are seriously polluted. 

This can be illustrated by the case of VEDAN in Ho Chi Minh City. VEDAN has been operated in Ho Chi Minh City for long, and its waste water are running to THI VAI River without any properly treatment according to the rule of environmental protection organization. This leads to the heavy pollution on this river, and create cancer too many people live there. 

Another example is the oil pollution into the marine environment. Due to the development of the world, people are using more and more energy and this make the serious pollution to marine environment during distribution. Nowadays, environment is influenced heavily by establishment of more and more organization. More business are operating in the market, more resource, energy are required. As the result, more waste gas, water, or material are given to environment. This make it worse and worse in the future.  

	Source
	1973*
	1979**
	1981*
	1985***
	1990***

	Land-based sources:
Urban runoff and discharges
	2,500
	2,100
	1,080
(500-1,250)
	34%


	1,175 (50%)



	Coastal refineries
	200
	60
	100
(60-600)
	-
	-

	Other coastal effluents
	-
	150
	50
(50-200)
	-
	-

	Oil transportation and shipping:
Operational discharges from tankers
	1,080
	600
	700
(400-1,500)
	45%


	564 (24%)



	Tanker accidents
	300
	300
	400
(300-400)
	-
	-

	Losses from non-tanker shipping
	750
	200
	320
(200-600)
	-
	-

	Offshore production discharges
	80
	60
	50
(40-60)
	2%
	47 (2%)

	Atmospheric fallout
	600
	600
	300
(50-500)
	10%
	306 (13%)

	Natural seeps
	600
	600
	200
(20-2,000)
	8%
	259 (11%)

	Total discharges
	6,110
	4,670
	3,200
	100%
	2,351


(source: Patin, S., 1993)

The following is the table showing the air pollution in different area in 2008, its shows the level of seriousness of environmental pollution.  
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(source: Adam, 2008)

2.2. Shaping the supply and demand on market

When there is the innovation of one company and the product first come to market, people will be curious and try the new one. This might create the big demand for market about that kind of product. For example: the first establishment of new PCs from Intel, it has been made a big hit in the market during that period. People try to get a new model of computer, and the demand increase rapidly. The other example can be Iphone in US market. Before, Motorola has been the number one mobile phone supplier in the market and taken a high market share in US. But recently, with the establishment of the Iphone, Motorola market has been smaller which is taken by Iphone slowly, because Iphone are using the new technology and it shapes the market demand. 

Not only shaping the demand, due to the increasing of demand for one product, the other competitors also follow. For example: the same case for Iphone, when the others can see there is a big success of Iphone to offer the smart phone, the other competitors such as Sony Ericson, HTC, also come out with their new model phone with more function for competition. So, the number of supply in the market also increases
3. Factors that decide which environment organization to enter and exist, which conditions are more desirable, and determine the contexts in which they functions. 

The factors that influence the organization to enter to exist in the environment are: 

Legal factors: this is the important elements that influence the easiness or difficulty of entrance for a company, because if the requirement from government is too strict, the organization may spend much for entering the market, and with high competition, it is difficult for them to exist and develop in the future. For example: to be electricity provider is not possible in Vietnam because government is monopoly for this industry. Government will not give the license for organization to provide this service. 

Economic factor is also the factor that helps the organization to decide whether they should enter the market or not. Number of competitor is in the market, as well as the entry barriers of that industry. For example: for the telecommunication industry in Vietnam, there is the strict entry barrier for this industry. There are only a few providers in Vietnam but most of them have big capacity. New firms want to enter this market have to invest a big amount of capital, and more important is that they need to build up the wide infrastructure for service provision. 

Together with the above factors, social environment is also the essential one, because organization operate their business in society, and it will interact with many stakeholders such as: community, media, suppliers, customers, etc. all of them will influence to the entrance of organization in a certain industry. For example: after the issue of VEDAN created pollution in THI VAI River in Vietnam, community got angry with that and news are reported to every country in the world. When VEDAN wants to invest to the other countries, community in the other countries will ask government to examine it carefully with the wastage treatment system. And people will give pressure for government for this investment approval. So, community is also the important factors to determine the entrance of organization to a certain market.  
Conclusion

From the above analysis and all of the example provided, we can see that environment play an extremely important role in the success and failure of the organization. Organization can be eliminated this importance and operates in their own way, because environment factors will affect it. The small change in the environment, if without the proper adaption, organization can be turned from a good condition to the worst one. Sometimes, organization underestimates it and does not give enough preparation for the change of those factors. Consequently, it results to the failure of operation. 

In order to do the good jobs in performance, manager need to do SWOT analysis for the external as well as internal environment. They need to concern about any change of environment even the small one, because it can become the opportunity for the future success or the threat for failure. After considering all the factors, company come out with the strategy to adapt with the challenges and take the advantage of opportunity.   

Besides that, due to the increase in number of organization, and its rapid development, environment is damaged so fast. Therefore, organizations need to have the activities to contribute to the protection of global environment for the better condition in future.
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