External Environment of Organizations
External Environment – the environment outside of the organization
Competitive advantage 
· Core competency that clearly sets an organization apart from competitors and gives it an advantage over them in the marketplace.
· Creates high value that competitors cannot easily replicate.

· Companies may achieve competitive advantage in many ways, including:

· Products

· Pricing

· Customer service

· Cost efficiency

· Quality
· Can be achieved by continuously scanning the general environment for opportunities and taking action

The general environment — all of the background conditions in the external environment of the organization including:
· Economic  - inflation, income levels, unemployment, etc.
· Socio-cultural  - norms, customs, social values (Diversity trends page 92)
· Legal-political – laws, government
· Technological  
· Natural environment
The specific (task) environment — actual organizations, groups, and persons with whom an organization interacts and conducts business.

· Includes important stakeholders such as:

· Customers

· Suppliers

· Competitors

· Regulators

· Investors/owners 
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Environmental uncertainty - is a lack of complete information regarding what exists and what developments may occur in the external environment.

· Two dimensions of environmental uncertainty:

· Complexity

· Rate of change

Figure 4.2
· Need to continually study and monitor emerging trends

· Need greater flexibility and adaptability
