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Abstract 

The aim of this work is to establish the relationship between the stages in the organizational life cycle, 
management structure and the structure of the transaction costs of the organization. This article discusses the life 
cycle stages. Are described the major characteristics of each stage, including the features of the organizational 
structure of the management. For each stage in the life cycle of the organization is different structure of 
transaction costs, because there are distinctions of the development priorities of the organization. In this article is 
analyzing the stages of the life cycle from the point of view of transaction costs. Adjustment of structure and the 
level of transaction costs are achieved by changing the organizational structure of the management, management 
methods. These operations will enable the organization to make the most effective use of its resources to achieve 
the objectives of the organization. For each stage of the life cycle is a specific type of organizational 
management structure. In the article was done the analysis of transaction cost of the enterprise of food industry 
of the Russian Federation in phases of the organizational life cycle. Draws conclusions on the causes of changes 
in their structure. Study of the level and structure of transaction costs the organization allows to do analysis of 
the effectiveness of the functioning of the organization. This analysis allows seeing bottlenecks in the 
development of the structure of internal and external communications of the organization. That ultimately gives 
the opportunity to develop a strategy to improve the efficiency of the organization.  

Keywords: organizational life cycle, transaction costs, the management efficiency, organizational structure of 
management 

1. Introduction 

Transaction costs are accompanying the activities of any organization and they are often very significant. If the 
organization will be able to reduce costs without compromising the achievement of organizational goals, this 
would enhance the effectiveness of the organizational structure of the management as a whole. The size and 
structure of the transaction costs depends on the stage of the life cycle of the organization and the type of 
organizational structure of the management. 

To improve the effectiveness of the organization, managing director of the company should set itself the task of 
defining the structure, dynamics, and the sources of growth in transaction costs at each stage of the life cycle of 
the organization (Bagautdinova, 2014). 

Development of the concept of the life cycle is associated with the theoretical concepts of the cyclical 
fluctuations in the economy, the basic provisions of the systems approach, and research in the field of 
management, organization theory, organizational behavior, and other sciences. 

The best known research on the organizational life cycle are of the following authors: Greiner (1972), Adizes 
(1979), Kimberly (1979), Miller and Friesen (1984), Lester and Parnell (2006), Hanks (1990). 

One of the most popular models of the life cycle has been proposed Greiner (1972) in an article “Evolution and 
Revolution as Organizations Grow” published in the Harvard Business Review in 1972. In 1979, the magazine 
Organizational Dynamics Adizes (1979) for the first time presented his ten-step of the lifecycle model, which is 
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still relevant today. 

From the 80 years of the 20 century, an interest is growing to the practical application of the concept of life-cycle 
management of the organization. Works Cameron and Whetton (1981), Miller and Friesen (1984), Mintzberg 
(1984), Hanks (1990), Drazin and Kazanjian (1990), Gupta and Chin (1994), Serrasqueiro and Ferrera (2003), 
Petrauskiene and Pundziene (2004), Lester and Parnell (2008), Zhipeng (2006) are devoted on empirical research 
life cycle and identify the quantitative and qualitative characteristics of the stages of development of the 
organization. 

However, these works do not consider life-cycle stages of the organization in terms of the impact on transaction 
costs. In this article the authors are using the developed by them method (Gurianova, 2013) of the analysis of the 
organizational life cycle from the perspective of transaction costs and the characteristics of the organizational 
structure of the management. Features of the proposed method are demonstrated on the example of the food 
industry of the Russian Federation. 

2. Methodology 

Without an analysis of transaction costs, it is impossible to understand how the elements of the organizational 
structure of the company were interacted and how to localize the problem. The size of the transaction costs 
depends on: the type of organizational structure, the list of offered to market products and services, the suppliers 
of raw materials. Transaction cost analysis from the perspective of organizational life cycle necessary to the head 
of the Organization to concentrate on solving the problems that are defined to current stage of development of 
the organization. 

The used economic model considers the transaction costs are treated as value, i.e. the value of the resources 
spent on the transaction. It follows that the costs can be found the cash equivalent. 

For ease of identification and analysis we have to do classification of transaction costs. Within the used 
economic model we have to divide external transaction costs and internal transaction costs. 

To the external transaction costs of the organization is belonging: the cost of search and processing of external 
information; the costs of negotiating and concluding contracts; the costs to avoid opportunistic behavior. 

To the internal transaction costs of the organization is belonging: the cost of collection, storage, and analysis of 
internal information (Fakhrutdinova, 2014); the costs of coordination; control costs (including the costs to avoid 
opportunistic behaviors in the internal environment of the organization). 

2.1 The Stages of Organizational Life Cycle 

This article examines five phases of organizational life cycle: stage of introduction, stage of growth, stage of 
maturity, stage of saturation, stage of recession. 

2.1.1 Stage of Introduction 

During Stage of introduction, the founders of the organization identify unsatisfied consumer needs or social 
needs. The organization is in a formation stage. The founders are formed the organizational life cycle. Goals still 
are the indistinct. The organization, having a high creative potential, is focused on survival. At this stage, the 
mission of the organization is forming. At this point the organization needs regular inflow of cash. 

Management of the organization is carried out the founders of the organization and his starting original team. 
Prescriptive method guide management is often used, which requires quick and careful monitoring (Hajrullina, 
2014). For those who during this period, the works in the organization, is characterized by high cohesion and 
interaction. At this stage there is no strict responsibilities assigned to each employee.  

The company only responds to the opportunities provided by the external environment, it cannot foresee them. 
The company operates through trial and error. 

2.1.2 Stage of Growth 

At the stage of growth are stabilizing cash flows and the activities of the organization. The task of this 
period-quick success. All the work is done is often stretched to the limit in order not to lose the tempo increasing 
success. The energy and resources of the organization are focused on the fight with competitors (Hajrullina, 
2014). 

During this period, the growth chart is generally not stable, for it sharp jumps are characteristic. Such economic 
processes are adjusted: planning, developing budgeting and forecasting (Kirshin, 2008). 

The main goal at this stage is to gain market share and improve the quality of activities. For growth acceleration 
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organization is hiring of new specialists, owing to that are taking place conflicts with old employees. The 
founders are now performing the role of line managers, not entrepreneurs, conducting systematic planning, 
coordination, management and monitoring. 

2.1.3 Stage of Maturity 

The distinctive signs of stage of maturity-expansion and diversification. Structural units are formed, the results 
of which activity are measured by the profit. The main features of the organization at the stage of maturity: the 
availability of official duties, job descriptions, the organizational structure, planning and developed plans, result 
orientation. 

At this stage the Organization has the goal of balanced growth (Sarkin, 2014). The structure, coordination, 
stability and control should be as important as innovation, improvement of all elements of the Organization and 
decentralization. Control method used in the organization-centralized. At this stage, a great importance is given 
to the management of new products, markets and technology, and the qualification skills of administrative 
personnel. 

At this point, begin to show a trend of bureaucracy, the struggle for power, the desire to succeed at any cost. 

2.1.4 Stage of Saturation 

Stage of saturation is the beginning stage of aging in the organization life cycle. The company still strong, but 
begins to lose flexibility. Despite the fact that income level is acceptable, the rate of growth is slowing. The 
organization can deviate from their original purposes under the influence of external pressures. There is a loss of 
the spirit of work, innovation, and has not encouraged changes that led to the explosion. 

Research resources are declining in favor of spending on development. Marketing research budgets are reduced 
to increase the profitability of the company (Validova, 2014). Financiers are starting to play a more important 
role than people who are engaged in the marketing or research and development. Return of investment becomes 
the dominant indicator of execution plans. 

2.1.5 Stage of Recession 

During stage of the recession, the company does not create the necessary resources of self-preservation. For the 
stage of recession is characteristic: red tape, not always proved strategy, planning method of extrapolation, 
cumbersome control system, closed to new ideas, ineffective system of motivation. 

The organizational model is the bureaucratic organization, composed of many units with low functional 
orientation. At this stage there is no focus on the result, no inclination to change, but there is a strict system of 
rules, regulations and procedures. 

The organization is beginning to disintegrate. She is forced to accept the rigid system or upgrade, or cease to 
exist as an independent structure, being absorbed by another, stronger organization. However, the organization is 
able to be reborn. It can make a new team of managers responsible for the implementation of the programme of 
internal restructuring and institutional development. Here again begins the struggle for its survival. 

2.2 Development of the Organizational Structure of the Management on the Stages of the Life Cycle 

The life cycle phases greatly influence the type of organizational structure of the management. On the stage of 
introduction phase organizational structure has not yet formalized, at this stage, only the foundations of the 
future organizational structure. At this point, the organization must respond quickly to opportunities that for it 
provides the external environment. Therefore at this stage, the best would be a centralized management structure. 

At the stage of growth the formalization of organizational structure also is low, because the structure is still in the 
stage of formation. The organization should remain flexible in order to conquer the market and maintain speed of 
increasing progress. 

Stage of maturity phase is characterized by a fully formed management structure with formalized duties, the 
provisions of departments. At this point, many companies are busy diversification of business that generates to 
decentralization and use divisional organizational structure. 

At the stage of saturation and recession the formalization of the structure reaches its peak. At the stage of 
maturity structure has the necessary degree of formalization. At the stage of saturation formalization becomes 
superfluous. Excessive formalization disturbs the development of organization as a result of superfluous rigidity 
of standards. Stringent standards hinder the implementation of changes in the activities of the organization. In the 
phase of the saturation the company could afford to maintain decentralized management structure, but in the 
stage of recession already not, because under question is the very survival of the organization. 
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During stage of recession of the organizational model is the bureaucratic organization composed of many units 
with low functional orientation. At this stage there is no focus on the result, no inclination to change, but there is 
a strict system of rules, regulations and procedures. 

If the organization is want to survive, it must quickly respond to external conditions quickly and clearly to make 
management decisions. This calls for centralizing structure. 

The following table shows the optimal organizational structure types for the corresponding stage of the life cycle 
of the organization. 

 

Table 1. Guidelines for choosing the type of organizational management structure depending on the stage of the 
life cycle of the organization 

 Type of structure

Stage in the organizational life 
cycle The degree of centralization According to the degree of 

formalization 

 Centralized The 
decentralizes Bureaucratic Organic 

Stage of introduction + + 

Stage of growth + + 

Stage of maturity  + +  

Stage of saturation  + +  

Stage of recession  + 

 

3. Results 

Dependences between the transaction costs for the enterprises of the food-processing industry of the Russian 
Federation for the different stages of the organizational life cycle were built. Results of the analysis are presented 
in Figure 1. 

 

Figure 1. The structure of the transaction costs of food industry of the Russian Federation for the life cycle 
phases 

 

According to drawing it is possible to draw the following conclusions. Search costs and information processing 
have a maximum size on Stage of introduction. It is caused by that at this stage; the organization is still only goes 
to the market. At that stage the organization is in the process of collecting information about the environment in 
which it will work and search for contractors. Late these costs tend to decrease, because the external 
environment is already well known. 
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The costs of negotiating and contracting are also observed in the initial stages of development, because these 
stages are only beginning to linkages with suppliers and intermediaries and active consist contracts. At the 
following stages these expenses decrease a little as at these stages generally work is conducted with constant 
suppliers and clients. New communications occupy a smaller share in total of contractors. 

The high level of costs to avoid opportunistic behaviors in the early stages organizational life cycle can be 
explained by the difficulty of monitoring the conduct of parties to contract. The organization is begin to work at 
the market in the initial stages of it organizational life cycle. For this reason it has not yet formed reliable 
connection with the permanent contractors. This leads to an increased risk losses from opportunistic behavior, as 
well as an increase in expenses for its prevention. This is because the high cost of forcing the other side to 
implement the terms of the contract. In the future, the company will work with both new and permanent 
contractors. This will result in some reduction of transaction costs. 

Costs of collection, storage, and analysis of internal information on the enterprises of the food industry in general 
are not very large. This is because; this is usually small and medium-sized organizations. Large enterprises of 
food industry a bit. In large organizations, the costs of data collection, storage and analysis of internal 
organization will be slightly higher, but they still will not be too large. These costs are rising as they mature and 
aging. This is caused by the increase in the size of organization, the complexity of its structures, the 
accumulation the amount of data of internal information. 

Costs of coordination also are raising in process the transition from one stage of the organizational life cycle to 
another. The reason for this is increase the complexity of the organizational structure of the management in the 
course of its growth of the organization and it’s aging. 

Cost control is growing up in the process of maturation of organization. It occurs, firstly, because takes place 
complexity growth of organizational structure of management. Secondly, increased costs of control are, because 
these costs include the costs of internal opportunistic behavior more. This is caused by the increasing 
bureaucratization of the organizational structure of the management at this stage. Bureaucratization of structure 
as a result brings cheat from staff, laze, and influence the higher management to achieve personal interests. 

4. Discussion 

Stages of organizational life cycle are closely connected with the features of the organizational structure of the 
management, as well as the nature and size of transaction costs. In process moving from one life cycle stage to 
another changes the strategic goals of the organization. This influences the type of organizational structure of the 
management. This is because the organizational structure of the management is to ensure the realization of the 
strategic goals of the organization. For this reason, there is a need to change the structure when you change the 
strategy of the organization. 

Changing the organizational structure of the management changes the internal communications in organization 
and methods of work of the firm. This is reflected on the size of the transaction costs of the organization. For this 
reason, you need to analyze transaction costs at various stages of the organizational life cycle. This allows the 
leader to focus on problems and tasks, having relevance on the current stage in the life cycle of the organization 

5. Conclusion 

At various stages of the organizational life cycle have different characteristics. 

Analysis of the level of transaction costs the organization allows to draw conclusions about the effectiveness of 
the functioning of the organization. Analysis of the structure of the transaction cost helps determine the 
bottlenecks in building the organizational structure of the management. To improve organizational efficiency, it 
is necessary to identify and eliminate unprofitable transactions. As a result of these activities is adjusted the 
organizational structure and management practices. 
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