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) How do int~raction. ..ona.t .nviroamantal~ Or.anl.atlo~. and 
~:ra~ .. y makl~. cbaracterl.tic. leacl to ~be fallure an~ .ucce •• of 

bu.ine.. fira.' Are tbere an alaolt infinité nuaber of pO.lible 
lnt.r.ction'~tterna. or only a fewWhicb.re aoat ca.aont> Â pr.l~. 

in.ry a~tapt to' •• wero tb.a. Clu •• ti~n. reva&lad tan dtraordtDaril, 
popular patt.rn. or 'archetyp •• ' which cbar~cteriia aucc ••• fu1 and . " --
Ut\aucce~aful Ura.. Thea. ';'re icl.nt1fW ",aiua obvara, "(Q-t"e) 
factor analyaia and vere found to be more co.-o1\ thàD could ba ..,ecta4 
by chance. A ... pl, of witt.n cu •• tudi~n 81 fi,nae va. ulad 
a. tbe ~at. b •• e .nd ,.cb fira wa. acored alona 31 variable. ~e«1iua 

• .J... t' 

vith env,irotUlental. or~an1aationa~. strat..,. maklna. and .,er(oEtlanc •. 
cM..en.lon.. Findlng. of the r •••• rcb. indic. tH tb.t thera .re • r 

<>, 

relatively ... 11 number 9f v.ry diff.rent vaya to fal1 ~d .ucee.d h 

in bu.in.... Th. univer •• liat .nd' ataple biv.rl.t, eontint8nC, , 
.p~ro.cbe. for studyina organi •• tion. are .hown to be inadeqUlte. 
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Emt"rc ,les .caractéristiques dt~~ 
, 1 

envtrontf~cnt donn6, les do~n6es p opres a l'org~ni~ation'dc certain;s 
, . 

fèrmes'op6rant dans cet ~nvironnel ent et leur processus de prise de 

décIsions straté'giqu{'s? Ett parti .ulie):' quelles intéractJ.Qns conduisen 
) , 

à l'~ch~c ou succès? Y. quantité infin:le de formes ou d~ 

tendances ou seulement quclques-t neR trê"s r6p~riducs? Dans> la r(\cherch' 

d'une r6pon8e il ces qu('s.tions, \l e preml~re tentative. a perni.s 

dt idtmtif"er dix tendenceB' ou c figurations répandues qui carad6ris(' \t 

le.s férmt'S' qui rt1ussissent et c IlM qui é'cho,uent. Ces configurations 

" furent identiflé's a l'aide d~Ul e analyse factori.elle renvars6e (type Q 

elles sont ,apparues que par le. -simple' j eu du hnsm:d. 

l,a base de donn6es étAit cons itu6e li' partir.' dt tm ~chantt11on de 81 

cas 6crits dto~·~nnisati.Ol.).SfchJq\le· organisation a 'été' mesur€e sur 31 

variables ayant troi t il ~.'·env,ironne~n€'nt, il des caract6ristiques . 
1 

• 1 

,structurales nu processus de formülati9n de stratégies et au rendemen: •. 

Les r~slll tats dt! cette recherche indiqu(>ut q~' il existe un nombre '\ , . 

t -

re~ativC'mellt rC:Jtttent de fl:}cons trl!s "diffdren.tes de r~ussir·o~ \dtdch uer.' 
~ t::'. t> \ 1 

" . Il es't démontr~ q'ue les approcJ\es situationnelles bien connues 11I\. de , . 
, varIables son,t insuffisantes pour é"'t~udier ~es porganisations.,' \ 

.',./ ,," 
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l' 1 
\, They could DQt ba~~ ftown wh~~:' tbe~ vere getting tato - '-era 

of ay 8upervi.oJ; c~t;kaa. IIt,~~.tntt have be.n a j01 to • e ,the ' 

" , .d.iacrationaxy jura of ,l.~ath.r ,Jtectic academic ca~eer araui vith an 

., a11 too opialo ted and t~per"'ntal doctoral candidate. r rtunate1y 
1 l '"' l " 

for .the.. inU düale, thia exp'erien~. 18 co.iag to il clo.e. l ,1 can t t ' 
'. l, 1 / 

" w ~~ a.y c..ut~.* mab~r. enoUab 'for thair enthuaf. ", theil~ id ... , 
.. 

their hard vork;, andr-their hUllaDity. A word 'of appt'e iA!-tion to each 
, , 

of the individUai.vho have belpad.e tbrough th, progr 18 in order. . 
ln 1967 1 enrolled 'in the firlt cour.e tbat,tauaht me ow to rea.ou 

~nd to deal vith an unstructure~prOb~em. ,1 was 20 yeira 01 • in fourth 

year univere1ty. an:Ct had underiotta 14 years of 8chooliag. Dr. uenh ' 
. ~tsch vas 1I1y teacher. 1 have had none better. Any .ëinb1 ce of 

, nàl~t:lcal prove •• or empir:1ca1 1nquisiUvene88 that 1 ma polae.e:la 

d • i~'~arae part to R.n~ts initial efforts. 

~t~},,-a brief tCareer in bu.i:as~, 1 bea&n in 1971. to 10 • 
,,'\' t \ ..... 

to e ter an ac;ademic enviroDlD~nf. Dr. Henry. Mintzbera hired me .. hi 
reaea h'aa80c1ate'and ao bega~a relationahip which,more than aoy ot er 

, 8 \ '\ , 

has inf ~enced ~ intel1ect~1 ar~~b and curiosity and ~ assantia1 

reaearCh drientation. It ia not t~t l was a particularly mal1eable 

·~tudent. àer a while though, ilanrj.,'s' ,creativity 'and cont_gious" 
. , " \ 

" en US,188111 couldn' t ~elp but nay ma. \~our_ discusaions, debataa: a 

count 8a joint ptojecta, 1 fO\lnd 80 -va ènd.chin,a. Henry tauabt me 
1. ~ •• 

, t it w a 1ike to' 40 • excltinÎ' Work. 'Ria 14.I!J$)11a vere not 801 :y 
'J , l • \ • .-.10 .... i ,k 1 

tellectual: ,They provided a.set of 81IOtional a8 (~ell a8 cognl ve 

a "dar&\ as4iL\ t· whicb ~o gauge reaearch endeavoure, -·Wére ·it D t-Îù~80 

, 1 fO~llenXy'~,~ena~' f ~.~or and hi. ~OIUf~d.r~ble,mora~'~nd f'~nc 
. aupp ~. t!d probabl stil1 -he â ba,Jlker·.', < - ,..-. 

.. •• d tf 

fir.': met Dr •. P er Frie.en in Slptember 1~4. '~'J Even tbo b our 

re1a.ti ~iP ià Of .• ~ r Cellt" oriaitt.; ~eter bu _ ntrib~~.d 'ID re than 

,~oyon. e ~e (hopefuUy vith the exception of - the B;, thor) to t 8 . . ' 

elia.ertat n. 'to.ether, ve il :va apent litera1ly hundreda of 

/ 

1 
1 

e re •• àrc1Î mattiodo ogy aDd the findins' ~ectib of th~ vork •. 
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~
pecJf!.é&U~'" Pet a\l88u'ted the uae of the biuoûal teat for ea,~ab118h1.~ 
./atatiIE cal 8 gnific.nce of archetypea, .cored many of t~e actual 

c es uae«! ' the data 'base, ~ote Il cOliputer program to ao~t caa •• 

ink arche ype~. and made many auggeations on the mode of preaentJtion 
; 

1 

ff/lr • fi nas. Pete~',8 help came at conaidarabie personal cast as 

We w a 
/. 

-.11 , ,e 

thank • 

the time conductina his firat few s ••• ters of. teachina ltith 

fort and preparation that entaila. I cau' t find the word. to 

/Ma~red Ketai~~ Vries haa alw~y. be~n ready ta dilcuse and criticiza 

ideal relatina ta my researCh. -Bia questions and fruitful suggaationa

have ~proved this work. Pradip Khandwalla has had lDueh more impact ( 

upon up reaearch philo~ophies than h~, knows. Thou~h h~ has lef t Canada 
for hi. native Ind!a. ~e had ap extremely markecl influence on my thlnk~na 

abouJ orga zational th~~ry and research methodology dur1~ my year. in 
," 

the h.D. p ogram. I t anIt hi. 8iucerely and apologize for being la 

int li~n Rabi ~ungo. who was a1ao on my committee 

~ or he l'e t on sabbat cal wa. helpful durina 'V .initial foraya into 

a as of social and ogn1ti~e psychology. 
\ 

" Of cour, a 1 must al a thank\ ury family for putting up w!th my 

p'~raiatent cl nds for al ence a~d solitude and for providing me witb 

a home atao •. p era ~h ' de my y~ara in the lfrogram 80 much more 

pleaaant. 

A final n 
1 

did'8uch 

\ 

1 

te'3'f tharuc40ea ~a Rajabalee and Anne ROusseil who: 

job of tYPiJ~ the m~';U8cr1Pt. . 

.. 

f / 

\ ;' 

, 

\ 

1 

/. 
) . 

\ 

, . 



'~ilI:~ 

r 
\ 

\ 
\ 

( \ e 
f 

" 
~ 
~ 

., 

:. ---

. . 

-- . 
.... _---"'--.--- ,_ .. 

______ • . _\41.1 __ ..... 

PRBF\' 
\ " 

1 1 \ 
i .)f". 

+
. ) . 

ÇO~ ION~ OF THE DisSERTATION TO ORIGlNÀL .1CNOWI.lDC! 
',., 1 .. ~ 
'~ . 

\ 

.. , 

Th~ contributions to original knowledge of the dissertation are, of 

two types: those which relate to methodology. and ~bàe.. which relate to' 

the content of the f1ndings. The methodological or1filptation att_pts tb 

eacape the more trad1tional séarch for universal rulea or for aimple 

blvariate eont~ngellcies. 

isola te complfX tentative 

Instead, an approach ia proposed wh1ch aima to 

causal modela "hièh deacribe the DlOst CODIDOIl 
\ ~ . . 

structural orientations and decision maki~g styles Qsed by firme to cope 

vith different environmenta. Various succ_ssful and unaucce8.ful copina 

patte~s ,which occ1;1r very 'frequently in our\~amPle of (lrms have beell 

dlacôvered: Th~ee are called archet~pes. ~method01ogy u~ed to flad 

sueh arehetypes has never before been employ ta study organizàtlona 

and strategy ~ln8. Indeed, the-author 1s uh waré of any in'~tance.,wher.e 

Q-type.(obverse) factor analysis has be~n used'to derive a typology of 

administ~ive structure and funct1onins. The hypothesis teating procedure 

which eatabHahea the stàt1atical aignilieance of each archetype i8 al80 , 
bel1eved to be novel in this rese~rch context. Finally, the use of caae 

.. , 41 a 

studies as a data base. and the methods of scoring and -estimating.the ' 

reliability'atrd val1dityof scores, represent qu:f:te'unexplored teehaique. 0, 
for advancing our kno,wledge of 'organlzational behavior. , .. 

1 • 

The findin89 of the dissertation ~hich enta il contrib~tlona t~ or1gina;' . , ., ~,. 

,knowl~dge are portrayed mainly in the discussions of archetypes. Detalled 

deseriptlQns are prov:tded which :indicate t1}e typical decisiOn~kiùg . 
Il • •• tî 

practices and struc~ural orientations which apparently lead to corporate , 
suceess and fal1ure in different environments. It ia7shovn that the ' -. 
relationships'amongst environmental, organizatio~/str~tur.l. and ~ 

"- '" 0- ........... "~I o-~!.. 

str"tegy making var1abl~s ~iffer, depend1ng upon the archetype lIemberahip 

of the firm. Simple bivariate cont~nsency appr~ache.'wh1ch hide the., 
\ ,important differéneea are sean to be inadequata • . . 

9 
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INTRODUCTION 

What ,are the mOst common eonfiauration8 among8t enviroll1ll4lntal. 

orsanizat1ona1, and strategy mak:l.na charact.dsties wbich leacl to Buee ... 

or failure? Are there,virtually an inf~n~te var1ety ,of these or ot\ly 

very f8!J? ' ~ter atudying a areat ~lIIIb.r ,Of bu.1.~_la casé studia we 

coneluded that-there were ~.veral likely vay. for SUQc~s.ful fitma to' 
" . 

structure and make decisiona in different envi't'onmlnts ,rather than jutt 

one way. yet the n1,lDlb,r of ways was jU8t not veu sreAt •. Th ..... ' he1d 

t~ue for un,uecessful companies. This opinion appearad to fly in the 

face of most of the management l:l.t~ature. Kany theoreticiana tak.," 

universalist point of view. a' slight continaeney modif:l.ea~ion thereof. or , , 

sn idiosyneratic 'case method' stance in lo'oking "at the determtn.nu of 

corporate health. '.' 

Our aim in th:l.s dissertation wa's 'to see if there vere. .in -f ... ct ollly a 
- -~--- - --~ -----,1 __ • 

few ways for firme to be sueeessful and fait in t;.,erma of the:l.r environm.nt~l. 

orSanbational and strateg~ mak:l.ng quaiities and the' relationshipa amonaet _ 

- these qualities. wé have n~ the' cc:mmon m~ea of sucee~s .a~d failure 

" .rehetypes ' in tha t there appe~ to be severa~ baa:le mol~8 whieh are 

conformed to by "many cotPorations~ 
The tiitlity 'cil; discoverins arch,~ypes ia that the most common mode. of 

failure can be ideAtified :l.n some detail 80' tha't -relevant problem diaanolis 
~~, . 
-- Ir ' - . 

miah~. be possible. AlSOT:l.f there are a numbe!: of c~1III!l0n paths to B~cce88·. 

each of whieh 18 most prevalent in a part1.culàr environment, these can be • 
o • 

u8,~d to identify remedial targeta which can 1Ilost readl1yand appropr1atdy 

.he met by fallur" companies. Tbe identlfication of more preci ... modela 
v 1 

) 
of corporate functioning under d~ferent condlt1~nalendB 1Ilore.accuraey 

towa~d a eontinaene~ apPr~aeh of' ~~,ti0D81 ·behavior. i:;,For ex.ple,b 
~ , -

ln look1ng ~t the relationab:lp between saY'''~tralization of pOwer. and, 

riait t~ng. ve cau refer to the specifie contnt in wh:l.eh the ' 

r~lat:ion8hip o.ce~lI and!h!!!! 8tU:dy the association. In 80M mbdela 

~ thi. aa8oc1atto.6'-~aht be P081t:l.V~·, in o~hera neaaUve, and in the 
~ ~ ;:: ~I 

, remainder i1181sn1ficant. 

Chapter One introduees the objectives' of o~ researeh an4 thair b •• te 
" P,' 

,_ in the literature. . Two' primary motivations ,clld uncl~rly 6dr propo.~~ '_ \ 

, .' " 

(,<-
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orientation: (1) th. sap. in the actual knowledae about tb. atrateay 

-yoa ·proc ••• and it. relationabip ta perf~rmanee and the .nviro.ental 

and atructval contezt, (2) the .hortcomina. in the researcb metbodoloai •• 
"-

of other.·in the field 'of manas_ellt pollcy and organisation theory. Bach 

of th.ae faceta ara diacus.~ in datail. 
~. 

The eecond chapter pre.entl ,our own re.eareh .ethodololY. We di.cuae 
t ' 

our variable., the data ba •• , lIlethods of .corina and •• Umatina data 
a 

val1dity and rellability. and the 1I&nu.r of seneratina and te.tins the , , '1> 

aiguifieano'e of' arche type.. '1 

Chapter Three pre.,nte the ove1\all findinas of the data. . Variable 'I. • 

mun., atandard d.viatio~l- 8pearman correlationa, an~-tYPe factor anal, ... 

are performed for our total smple and for tbe aueceleful and un.ucc ••• ful , 
aub-sample.. The 1IlOst fundamelltÀl relatiollshlpa amoug,t the variabl •• 

and the differéncee between the two eub-samplea are hiahliabted. lt ia . . " . ~ 

'concludec1 that the aroal rel.a.tion.hip. can hlde a greÎlt number of important 

di8ttnctiona-wi~h~a8s" of aucce •• fulJand unaucee.eful firm.. The 

utlllty of aearchlns for partièul.ar ;"arèbet)'l).' of suceee. and fal1ure ,i. 

euggeated. , ~. 

Chapter FoUJ.' diaclo.e. each of.,o~i aucceaeful arehetype. • The chapter 
N ' ~ 

begina vith a brief overvlew which comparee tbe six archetype. alona 

saveral key dimen.io~. 'or eàch archetype._ .ome eaaential fe.tur •• of ~ 

member firma are d~acu.aed, th •• eneral attrlbute. a~d hypotb~.i •• d cauaal 

modal ia pre •• nted. deta1led evidence 18 aiven uaina q'uot •• frOll ca.ea 

about the important environmental.· ors,ani •• 'tional. and deei.ion .akina 
. ~ 

.ttri.butea. and a .e~ of hypoth.aizad ralationahip. are polt.ulated. Thare 

are six aucc •• af~ archetype!ll "SU The Adpative J'ira Uncter Moderate 

.Challenae. Sll. The Adaptlve lira in a Very Challena.tua B~vil'o .. nt. 

S2 Th. Dominant rira,. 83 The Gient Undar Pire. 8. Th~ Entrepreneurial' 

Coqloaerate, 'and 8S 'lba Inno'Vatora. 

~apter l'tve ..ploya the .... format a. Chapter loùr in pre.autina 

, ;"tbe four ~aUure arcbet1P •• : '1 The Impul.ive l'in. 1'2 The 8 tapant, 

'.; ~uf.auerac,., P3 Th. B.adle •• Giant, and 1'4 The 'Mtemath. 
o 

/ '. 
r • 

, . 
, . 

(' 
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ln ~~-.~' Six va UJ)lor-. th~ d.~ OD. .t1:.'anaiU-.,ut .vente "hicb 1e.4 
. • fim to Il\0'l. f~OIl 0". arch.typ. t~ .otber. S~".ral hypoth ••••• re 

lua •• tect, vb:lch ao b.yoncl Q\1~ data iD. an attapt to 'ahOlr- th. ut1.1ity 

of future eapf.r1.eal l' •••• rch iato interarehetype tr~itf.on patha • 

.rh. P:lnal Chaptar p, •• enu .0_ alDual' concluaiou frOID 'th. ru~ch. .. ' 

thouab i.t :11 po1nttcl out that .uch ,aple.awtde •• neraliaatlolll _l" . " 
luth .. to our odent.tion. Th'. _:tu IJlph •• :l.1 i. on h1ahliaht1.q .0Ile 

.... ,it .', 

IdvaatMe. of ,the r •••• rch Ipproach. inclte.t.iq .CIIIA unanawartcl qUlltiou 

whicb ,\-y Wal'l'.nt further copl.nation. Ind Pl'Opo.1Da a fa" tlntative 

IUlaa.tiou for th. praet:l.tiollar. 
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nrnoDl1CTION 
1 

.,. 

'th •. ~~: .. atu ..... _ 1& pft8 ...... d in th"". aactien •• ) 'the ~in~ l. 
explore ! content' and 'mathodological.' deUc1encie. in pref.lou. re.earch 

which sugpst S'trategies f,or further investigation. By' content' defic~.Dci.s 

we _an om1saions or sapa in our actual knewledae of administrative be-
l ' 

havio-r. Fo-r example, little 18 known about the irlflu.ence of env1'l'UU11ntal 

hete-rogene:l.ty up~ the mode. of dec1s100. maldng. Metho~olog~ca1 or strue-
-

tural defteienc1.. al'8 those whlch concem the 1III1Ditar :ln, whicb theor:laing 

or data aathering and maly.!. are ca-rr:ted out,. A 'mathodological' or 

8tructura1 deficiency migbt be the focus by p,revioua reseuchers GIl bi

var:tate relationsh~8 if important:~a~llitating or inhibiting co-cœditions 

which bea-r upon t}(.se associatious are i.gnored. Obviouslyj, 'content and , 
,,1II8thodological deficiencie. are interrelated. A ~thodological d.fic1ency 

can ·'inhib:l.t the advancemant of ce~tain spec::tfic types of knœledge"'. 'The 

reasoa for Bearegating the two types of ahortcOlldngs :ln the literatura la 

that eaeh auageata dUferat so-r,ts of .eful' ~aearch strategies for 

aubsequent investigators. 

, 'J.'he third literature related section (aee tbapter 2) -refera to the 

WOB. in the fielda of or8anizat~onal behavior and management polley ~hlch 

invo!va ou-r resea-rch variables. Most of these variables have bean treated 

befora by manage .. nt the aria ta and soma of the sources are cited. 
, . . 

y In the :fJ;\tereats of brevity, our citationa are not nearly as profu •• 

88 they migh.t be ta do credit to previoUB t'aaearchere. For a, much more 

'thorough treatlllent of the literature, the reader :la ,-referred ta a MeGill 

Workins Papar wrltten by' the autnor in 1974 and entitled "Tœa;da a 

C~ting6ney 'lbeory of Strategy Formulation". 

CONTENT INFLUENCBS AND DBFICIBNCIES 

If we measura a business fi-rm's performance in· terme of p-rof1tabil1ty, -

revenue -grOW'th. retum on :l.nvestment. or SOi'DII lJitnilar finmcial indicator, 

it la expected that thla will be a functlon of the ~:tl1ty of th. ftm ta 

adapt to tts env.Lronment. 'l'he environant'·j:s made up of competitora, . 
cuatOlll8ra, auppliera .union~, aovarnment and other important influencera 

, 
: 
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~. , 
of the firme Adaptation requlres that the firm's structure, teclfno1ogy. 

" '\ ' 
products, resources 1 procedures, and, polic1es be ~ su:l.table as "possible 

, ' 
to env:l.ronmental conditions 90 that performance is enhanced. The \fi.ra's 

structure,' technologies, ete. are'defined ~e 'organ:l.zational' va~1ableB, 
i • , ' 

.and ,the adaptation procéss which must tailor thesejO' extemal (and e~~ 
~ aome other :l.ntemal) , conditions -is defined as th~ , trategy making' p~-\'. 

,cess. The procesB ean be described in terma o~ th. amount of analys:l.s that-, 

takes place, the t:l.me horizons 'Of decia:l.on maltera. their atti tudes t~ards 

riSK, etc. 'Thua,\ we look at three essential variable classes which,are e1t

pected to influence performance: environment, organization, and strategy 

making behavior. It becontes interestlJlg to learn which eonf:l.gurations or .. 
profiles of environmental, organizational, 'and s tra~egy maldn,g quali ties. 

lead frequent!y to success 'and fsilure. 

Our concem with the literature ls focussed on studies ~hich p~vide 
~ . 

insights regarding the uti1ity or prevalencé of relations~.ips amongst 

environmenta1. organizationa1, and strategy,ma\t4.u,g vari.ab1es • .......r- __ ~_ _ ~ 

,------ Th: firSt#attempts to unc:ler~tand orgdnizationa1 behavi'Or involvad the ;r' ,p 

search for universa1 principles. Autho!:~ BUch as Weber (1947), Gu1:l.ck & 
L -SI- /1 

Urw1ck (1937). Barnard (1938). Simon (1947), as well as Taylor (1911) and 
• , .' 

the proponenta ~ of scientific managetœnt have written worka which sought 
, , ' 

1nvariBtlt ~ri{~a ~out organizati.ons. QuesVons asked ranged from: .. what' 

1s the oPtimùii~àpan of cont1:'ol?i to: what are the essential behav1or~ 

characteriat:l.cs of organizational decls:l.on makers? Certa1nly these cl-ass:l:cs 
, ~ 

contributed a great deal to our understanding of how organizations funct1on. 

'l1tey did not however provide much inslght into the de'teli,lDinants of or-, . , 

ganizational perf.ormance under different enV!ronmental, org~ization~, and 

strategy making conditions. 

The contingency theorists did begin 

some of tts parts. We ahaIl discuss the 

to look at this topie, or at 1east 
"" . 

quite d:l.verse f~dings of several 

very popular contingency theorists in order to indicate how the) fragmented 
\ 

reBults make it dif~icult t.o obtain a unified, int;egrated pictui'e of the 

relationships among~ enVironme~tal. organizational, and strategy making " 

variables. 

In 1958. Joan Woodward init,1ated the contingency apprba~h to organiz-
~ t 

ational research. She found th8t the nature of the product:!:Ldrt techn,ology' 
• ~, .., l', '-..'1 

' . 

. . ---,..-

" 
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used by a f:l.ra (e.g •• custom. batch, assembly-line continuous process) in-
1 • .-

fluenc::ed the Dumber of levels in the hierarchy. the evela; at which deciaions 

were made. the ratio 
", \. 

al a~)l8. IilllcJ·· so on. 
, , 

of managers' to hourl~ personne'l t the dominant functiOll

Thua, :l.t was concluded that the vironment. wh::Lch 

~, ltelped dete~e the nece8sary production technologies t ' fluenèed the xe-

~ quired organ~'Zation;1 lIlchanisms and procedures. No lon r was reaearch 

"àimed at hvariant prPlc1ples, ft sough~ out opti:uuJ. orien~~iCXls given the 

" 

.. 

par cular si tuation. . . \ 
'.l''! 

Bu s & Stalker (1961) .alaa employed a contingency or1entati01l. They 
• () \ • ~r<~ 

:l.dentifie ,two !I1Odes of- organ1zatlonal funct1œing~ 'the "méchaniatic" and 1 

the lJorganl~ 'lbe mechanistic mode was patternEtd after the' Weberian buœ.a~
c~cy in which ~uthority 1s ~ased~ upon the level :Ln the organizational 

hierarchy, promot on is a function of sen::Lodty, ma,ny explicit and ra"'l!he~ 

confining ru1es an procedures guide taBk performance, and BO OR 'J.b::Ls 

orientation wU determined to be liatisfactory for firme in relat1vely stable , 
e&vironments., The o:tganiè mode stresse~ flex:l,bi)4.ty. Aut:honty~.i8 à func-

\ • ...... , '7; 

tian of know1edge, prOmotion iB based 9;\" àb1l1ty, and employ.ées decide how 

to carry: out a gl.vln ~~k witho~t man; standard operating ~~ocedure8 being 

" brought to bear. The ~rganic orlentati~' was found to be more ;ffec tive in 
" \ ~ . . 
tùrbulent environmentè than tha-> mec:hanist::Lc. Agdn we are shawn the ::LUt;;-

portdn~e of adapting the\organ1zat\on t~ the env:l.ronmental character:l.sliC~,~: ' . 

Lawrenj:e & Lorsch (1967) rein"'iorce this theme. These authors have 
.." ~,. e 

indicated\that as the env1xpnmant becomes more dynamic and unCE\,X'tain, it 1s 

neces~ary ~~r structural, interpersonal, goal, and tiue orientations to vary 

more amongs!\ ft.mctional areas 'in a firm. This in tum requirea moxe soph,ial:i

eated inte8rli,tion and confl:l.ct resolution devices (euch as cross fw:\èt1onal 
\ 

comittees an~ 'integrators' who coordinate their sub-units) in .order to en-

han cs organiza~iona1 performance. ~ , 

JtJJœ1ThO~SOD (1967) theorizes that additional discretion DlJ8t be 

allocated to 1 er level boundary-spanning units. wh1ch deal directly with . 
the eJtt~rnal en1ronment as. uncertainty and dynam1sm increase. lt ls alào 

hYPotheè~zed . tha~ tb.e eff~c:t:l.veness of the "modes of inter-unit coprdinatioo .'" 
, 

will be a furiction of the nature of the tasks and required technologies. 
\ 

Thompson t s book e~tain8 dOl'ens of other hypotheses on the relationsh:l.ps 

betweep 'environment\ and .. organizatione. They are too plenti~l and varied 
\ - . ,." . \ ,-
\ , 

t (-• . ',: 
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" to b~ sU1IIII&rized here. 
J J ,_ 

. Jay Galbraith (1973) hypothesize tnat of the lien 

influences the structural requireJbent largely thr~gh th inforsnation 

pro~essing tssk which is iuiosed. ~ the procèé~i~g 'task 

... , 

. - '~ritude it ié necessary fo~ :~e fi~ to use/~re ~op~ts icated types of ; 

co'Ordinative and lntegraUve mechan1sÎIIs. ~ use of 1 n rol..es, task 
( 

l, 

. forces. teamtl J managerial 11nking roles J and matrix "org 

particu1arly valuSble as euvironmental uncertainty incre 
" ' 

s the uee" fo~ 
~ .' '" ~ 

information processing. 

_ ~érè~are nmny other worka in 'the field Which employ 

the Academy of Management. Journal, the 

tingency"'Ôrientation. Journala like the Administrative Sc 
\ 

Studies,' and 

so forth are rep1ete wi th such worka~: Some of thèse warka" . ' 
\ 

while others are descriptive. ~Nonethele88' there ~s a good 

empirical evidence which indic tes that the environment of firm causes 
"-----. . 

• certain organizational orienta ions to be usefu1 and others to be dys-

functional. , '\ 
~ \ 

The ~tat:y on the environmert-organ:t,zation match i~ by n meks sett1ed 

"\. or complete. Each theorist· has concentrated upon different 
1 ';'f ~ 

;1' û difficult to put togetber the pieces in a. manner that woul describe the 

) 
f 

required organizational ~rientation' in rich terms (rather th simp1y along, , 

say, d1mensicns of differentiation and integration) given the nature of the 

èxtern4 euvironœnt. What is., even t~?ugh we 'do have in,ormation on 

some of the required par~ters which ~f1uan~~hthe,environment-organization 

match. under different conditions, wè do not kn~which mode of strategy 
..c " tuaking would be ~ppropriate to ensure that an effective match 1s maintained • 

In order to look into this issue, it is nec.essary to examine soma of 

the llt~rature in Management Po1:1cy which concems t;he strategy making 

process. Mintzberg (1973) has iso1ated three modes of strategy makiqg in 

the llterature: the planning mode, the adaptive mode, ahd the entrepreneurlal 

mode. We shall disC'\1Ss each in tum. 
Ansoff (1965), Cann(ln (1968), and Steiner (1970) are amongst the mast 

popular proponents of the planning modé of strategy tualdng. They believe 
• l 

that in order for a firm to be successful, strategy msking should be cha-
t. 

rac.teriaed by' long planning horizons, 1Dllch snalysis of problems and 
~ 

, 

," 
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--------<* 

• 



\ 

, .. 

• 1 

1 
\ 

\ 

-
" 

----~--------~----

-14- ' 

1 _ 

opportunities» and a Cons~loU8 and inno'!'ative ~r uct-marke, Ori~ntati, 

which takes advantage.. of var10us org8nizati,?nal co ementatties and \ 

~ynergy. Strategy maldng,1& seen to b.e a conscious, de ,erItive ant:! \ 

,rational prodess--an inte11ectual exercise. . ' 

'" Lindblom (1968) and Cyert & March (1963) are the most a ticulate ~ 
" 1 

spolte~men for the 'adaptive' s'choo1 of theorists. Strategies! are viewed 

by tindh~ 88 being the outcome of a p'olitical procesa. SiD:he they 1JI.I8,t " .. ' be acceptab~ to a number of people in authority, atrategies.uaua11y cannot 
" _ '. 1 ! ,. 

",,- he r4dically d~ferent fram existing postures. Also". becauss' \of the complex-

'~ty uf the anvir~ment (e,g., the numer of potentia1 sUniull.\, prob1etalS, 

a1~~at~v~s. -and ~utions are essentially Infinite) strategièts tend to 

be re~~ia1. 'lb.at is'~. they / 0I11y addœss specifie problems whlch have made 

themsel~s fe1t. Strat 1 s atteq>t on1y to improve the ex1sting situation 

tab1e,no optimal. Cye~t & March (1963) have indlcated . . 
al~ions ~f indlviduals and that objectives ar~se 

ch ~s place ainODgst such rersons. Policy \ 

, 
that organiz 1 

out- of the barg in:lng wh 

commitments are wards for members of" the firme Strategies 

thus tend to be th result of a nunber of independent forees_, 

Goals are attended t on y sequen ally' and so may be mutually confllcting • ... 
Strategists are sald 0 e risk ave se and attempts are made to reduee 

~ , 
uneertainty by creating a negotiated envirOllment. 

Collins & Moore (19 0) describe "entrepreneurial mode' of strategy 

maidng. A hold and ventu some execut ve concentrates. on building his . 

enterprise w1th little hel or interfe nce from others within th~ firme 

'This entrepreneur po~sesses g~eat deal \f decision making power since he 

owns aU or a controlllng int rest iQ. his \irm. He is shawn to be a .rather 

impu~ive and intuitive operat r who i8 not\parti-al to spend±ng much Ume 

analyzing, discussing and delib rating. Rath~r, he 'wheels and deals.' , 

takes large rlsks, and shapes hi envircoment \0, coriform. to his' wish~s. 
\ 

Each of the se 1l1Odes of strat~$Y-making ~resents·a verY df.fferent picttire 
~ \ 

of the process. One 1s reminded of \ the <f1ve blinèl men touch1t1g different t 
parts 0' an elephant and comng away\n.tb quite vaiied éoncepÇicms about the 

\ nature of the besst. We are not sure' àbout when each' of the '~tr~tegy making 

modes are likely ta taIte placé, tbat i~ under wHich en'4ronmental and or-

ganizational 

which any o~ 

, . 
conditions; s~. larly, We dro't lcnow th'e ctrcumstances under 

;' '" , 
the modes ate S· effective--or, ruinous. It' ~ould seem thàt . . 

. \ 
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, , . 
in order to obtain a,more comprehensive picture of strategy°making, the pro-

cess must be viewed as vflriab1e-that is, something which con change and ... :",1. 
must cltan~ fr~ ~e situation to the ne.xt., Unfortunately ,. the .uterature ~<ç\ 
on s tràtegy making has not been very he1pfu1, in de termining the nature of . -
• < ~ 

the ad~tment process requ.ired for different ~l\~ronments .and oqanizati,ons. , 

On1y recent1y have researchers emp10yed a coàt1ngency approach in 
~ . ' 

studying strategy. The rell\tionship between the e~ts and forces in the 

environment and the nature of strategie responses are being studied by " 

Rofer .(1976'). TuasOll (1973) exam:Lned the ef{ects of ,the corporate life-. 
cycle on tlt,e types of strategies beillg pursued. Max Ricnards (1973) looked 

'lit the causes of strategie fai1ure in' di·fferent industries; A group of 

auth&rs at Pur.due University are interested in the strategies fi~'use ta 

cope with techno1081cal threats (Cooper, et. al i973). Redberg & Targama' ~ 
1 

(1973) studied the causes of orgsnizati~~ stagnation in different en-

virooments. All of tbese studies r~present an advan~e over much of the 
~c, '" A. 

previous literatureiin that th~y.recognize the need for different strategies~ 

and reeponses in different organizations or environments. The emphasis 'of 

\~t of these studies' le 4oWe~r on' the, OONTENT of stra,tegies rather th"an 

t e formulation' pro cess· per se.l < 

, \ I.~ ~~ ....... 

The conce:tn here fa lOOst1y with the strategy formu,lation process sinee 

'it represents the heart of the problem of adapting the orgonization to its 
• 

environment. lt becomes a question not O!lly of what to do (the ,content " 

feàture), but a1so ha..r to do it given existing <:apacities and predilections. 

For example, a market segmentation strategy may be us1eful for èoping with 
\ 

the introduction by °a competitor of a new product. HOW'e~r, the extent to 
o • 

which. such a strategy could, or wou1d tend tn be applied 8uccessfully, might 
{ ~ 

be contingent upon a variety of behavioral variables such as the tendency to 

matée bold moves, the ~unt of analysis performed by the strat_egist, the 

extent to which CO}tfUctfng points of view are taken into account in maki~g 
the decision, the sens;ttivity of the sç.rat,egy mak.1fg body to extemal con

ditions, e·tc. Content prescriptions a10ne may be unfeasib1e if they do not 

take into account the process ~q~rements compatible with their imp1ement-

t; "'ation. 
J.<.. 

We may summarize the defic1encies in ~ know1edge of organizational 

ada~tation as.fol1aws: 
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1. Given ~ °fair1y. rich descr1ption of the environment of ~ firm. what an 

the organizat1on~ attr~butes tnat would facilitate success? We have evidence 

abOut some of these attributes such as differentiation, integration,. and .. 
·bureaucratization,. but what. about others such as organizational power cen-

tr~~z~tion, scanning of the enviromœnt, controls" te chnocratizat10n " aI'1d 

so forth. 1 Aleo, what influences do environmentlill·h.ostt;~d heterogeneity , 

,have on the required traits of the organization.· -. ~.' ---------=-'--~ 

.. , 

~' ,,~ 
? 

~" 2. Even if we knew the ideal 'matches' between env1ronmental and ~r&aniz'" 

atjj.onal condi'tïona. we know nothing about the strategy making behavior that 
, ~ 

1a necesslity under different c1rcumstances t~,achieve such a match., How 

. impi0rtant is .... analysis, risk taking, innovâtion, sensitivity to the environ

ment, long planning hor1~ons,. etc. to organization~ succes~der differenV 

condij:ions? ~ 

.). P,erh~s most importantly li we know nothing' about hw envir.Ql\m8ntal, 
... " f. • "- r1,t>~".~' 

otganizatlonal ~d strategy mald.ng traits simultaneously coDi>:tne to pro-
'"'- a ~J"'"p W! 

duce success and fa:ilure. Al1 we rea1ly have seen are a few CQmmon t • , 
statistiaally sign1f1cant bivariate relationshlps • 

... 
9 

METHODOLOGlCAL DEFICIENCIES 

W'e 'have searched' the previous llterature to detenlrlne important gaps 
. .' ,. 

in our knowledge of the environmental, organ1zational, and, deClis10n mak1ng 

style determinants of success and fàilure. Having'identif1ed'areas where 

further research 18 needed, we nàw turo tq the l~ terature to appraise the 

methods of study used in the pasto TheQe diaclase some important deficiencies . 
which must be remedied if 'we are to fill in gaps in our knowledge of or-

ganizatioos. 

Three quit~ different methods of study have ,been ve'r'J popular, and 
t\ 

though. they have contributed much to our understanding~ of the structural 

and b,ehavioral characterbtics of organizations in the past, their current 
: \, 

marginal util1ty does seem to be rather limited. 

Let us first cons1der the school of theorists who have focusae~ upon 

the search for the invariant characteristics ex1sting wlthin. or re~uired' of 

" 

i J 

'J 
1 
1 
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or~anizat1ons • Fayol, (1916), Bamard 

(1958) and more recent p'ol1cy ~heorists such as 0/ rt & March (1963)., and 

Lindblom U,68) 'h.ave employed such. an -o?=ientation '>- The insights of~red by 

these author~ ai~ ,of a very general abstractions, while often 
... u \' , , 

1nteres ti1\g and: ri ch ~n complexity, are' qui te re ved from the arena of, . -' ' 
~ ~ ,. 1 ,) 0.-

practical ap'pl,1.çat,1on. In or'aer to make genera1i~atioo:s which ~are relevant 

.. to all 6rganizations, 1t 1,8 nece8sary to theoriz at a level which is o..{ " 

l1.m1.ted utility to the operating executive. Lit le speèific "information 
~ -. ~--:r--.. 

about us~ful and readily ·appl1éjbl:ë" "ÇOU2:~S of action 18 fort~com:1ng. Another 
./' v ... .,,~ - l >..l. f' , ,1, ~ 

• 1.. ".. ~ l' ~...-" 

potential reason for th~ diff'i'culty with, , the f1.nditigs of this school 1s that 
t-) , '~'-' J 

the variables focussed upon,are somewhat vag~ly operationalized and have not 

bean subjected to the rigours of empi:r:,:ical validation. Conclusions might be 
~ , 

. , , 

i?f1uenced more by the search for intellectual parsimony than by the ~ssy t 
dictates of reality. 

The second school ,of organizational researchers have adopted the 

/1'" contingency approach. '!he focus of theor1sts such as. Woodward (1958), Bums 

& Stalker (1961), Lawrence & Lorsch (1967), the Aston group, Thompson (1967)p 
1 

and msny others was on the mutual impac~ qf" individual differences in ~ 

énvironmeJltal~ organizational~ and to a much lesser extent, dec.i~ion making ~ . 

characteristics. ' There vas some advanee in the knoWledge of organizat1.ons as 'vi 

tneorists became a little more specifie regardfng whicb modes of administrative 

bebavicfr are needed in certain types of environments~ There are some basic 
~ .,-' ... 

problenrB .. Wit}l -the approach. however. Contingencies are often narrowly defined 

because few'variables are considered. 

CQIltingency theorists, or at leaat many of them, are enamoured of 
" ...... 

correlational methods. Bivaria~e relationships take on great-importance and ... 
a large number of articles (part1cularly fn the A~ademy'of Management Journal 

and the Admin1.s~rative Sc1ençe Quarterly) ,focus on the associations ~etween 

two variables at a time. Tlll! result i8 a fragmented group of findi~gs which 
-

often conflict-and are far.too atomistic to combine into a theory or ~ set 

of wt~le guidelines., The couflicts· arise sometimes because 9t the failure 
,1 

to take into account extenuating c1rcumstances vh1ch ~ve a baating on the 
, . 

magnitude and even the direction of a given bivariate relatiqnship. The 

applicability O~~à is th~refor~ po~r. ' , 

, Any ~tudent of business policY.!Jh9 is ~iar wi.~h 1,iV.~ ·;'fl-.~p.~strative' 

sLtuat1œs is only too vell aware th~t patterns and causès. cil: corporÂte 

" .... 

.. " 

; 

i 
~ 
1 

\ 
~ 
1 
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auccess' . and faUure vary Bubstantially frdm one firm ;to another. Not~ly ., . 
. do firme di.fferrslong. enV:tronme.ntal, organiz~~ionàl and strategy making styJ.e . '... ., ~ 

dimensions,., they also vary in terme of the relationships amongst· the di .... · 
~ ... .:...>"" ~ , 

meJ.1siOll.!J. " For eXSJIIPle, ion on.e compàny. bold-proactive strategies càn be , ~ 

the 're~ult"~f tire aggressive temperament of oi.ts· powe+ful entreprenéur. In 
i' .~. - lY ~ 1 

another fi.PD, bold stra~eg1e8 may steu ;fro~ ~ group ~f bureaucrats who have 

had· to respond to the- needs of t~~1r turb~~nt environmellt. Different 
"i" 

'models' or causal te~ture8 are suggested -1n both cases. S::I.mple relat:l.on-

ships amongst organ1.zat:lonal varï,bles miJ.y be negated, or facllii:ated, 

,depend':!-ng on the set of co-èonditii:m.s which pr~va11. We must take issue 

then ~1!~ hypotheses of the forta: 
o' • 

"'if element A, then element B. """ -" " u .) 

Still a third stream of administrative théorists éomprises those , 

'adheren.ts"',o,tlie-'~ 'approach who are c(~mt1Iic:-ed 'that ol'ganizational situa-
, ' 

~ ,~tions are so c lex that each must b~ studied indiv:ldua1ly (Leamed, . 

.:l Chris'te~sen, An WB & Guth, 1965, McNichols, 1970, etc). ~ '!bey believe 
o 

that it is -1.mposs ~le to make generalizat:1oos about administrative issues' 
1 

and that each prob m s"hould be approached tabula rasa. This 'approach ~8, 
... .. ,..y' ~ 

.... Elxem~,lified by some' f the bétter knatm\ policy casebooks. The stud'ent is 

"èXj;sected to develop intuitive' fee! t of administrative problems, but 
f 

'receives little ~:Q the way of :concep,tual ammunition with wh::l.ch to tackle 
~ t • 

'them. the methodolog::l.cal sii'ortcomings of previous ' 

literature as fo11ows: .' 
1. '$)JiiIe .. f:lndings or theo:r.:" s·.are too .,senerai. They llpply to ~1 or

gan:Lzations but the!':' impl1 tions,- are insufficiently precise to be 
, ' 

pract:lcally useful. , 
, . 

" r~;,t':\""" '. 
"~'''' ,'; j . 

• . , 

"'/ ~. ~ / '!.. ;, o)~ • 

2. Many of the cont~ngen,,~y the'o~1st8 tdcus on a rather narrow set' of 

~elationsb:lps :kd variab1es. The' 'frequent conflicts about the magn:l..tude 
.. !J , 

and even direct:lon of a bivariate sssoc:Î.at:t:OD. f:luggest that it mighto be . , 
.1 use fuI', to look at: a 1arger part' of the picture. 

~ . , , ... 
3. '!'he caSe approach treats problems individually. No generalizations are - , 

dr~ about the administrative situations encountered. '!'hus there haVe been ,l, c> 

few if sny uaeful.pract:lcal prlncipl~~ whicl). have been gathered th~ough~ 

the use of cases •• AU, th.at ;{.a imparted :la a method of analysis. 
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OBJECTIVES AND RESEARCH. ORIENTATION 

Hanng explored the conteq.t gaps and methodologicsl weaknesses of the . , 
previous literature, we are in a po~sition to come up vith more relevant 

research objectives ~d a sounder methodological orientation. "le present 

tbese in turn in the follow1ng paragraphs. :r:t i8 important to bear in mind 
... 

tlGit the d1.rections which are to be followed stem dlrectly fl'om an attempt-
, . 

to overcoa. the Key eontent aod methodolbg1cal deficienc1es highl1shtecl in 

the prt\ceding sections. 

The objectives of our research were: 

1. To discover the most commcm aaso~iatioDs amongst environmantal, organiz

ational and strategy mak1ng traits. For exemple it would be interestin8 to 

know the mast likely strategy-maldng traits, given a. c~lex -characterl

zàtion of the environment, and to discqyer the typical modes ~f, s~rate8Y 

mak.ing behavior given the nature of the organization. 

2. To find the environme.ntal', organizational.. and strategy making styles, 

wh:1ch lnd1v1~ly, an~ jointly cause oo:-ganizat.:Lonal luccess or failure. We 
! - . 

wish to lcnow wl1at "types f1d' rel.ationships .$mongst env1rOllment, organizstional, 

and strategy making var1~les l.ead to failure/success7 

/ 

3. Finally, to disco~r the mo&'t COJllD.OQ patterns, of ecoies (or ar,iliatype.) 

which de~cribe a firm iq, terms of envir~n1l8nta1l o~g8Ilizational. and 

strategy making attributes. Whereas our Urst otijec~iYè8 seek out bi

variate relationships, this one se arches for the most frequently occurring, 

or arche typal profiles o~. failure and suceess. Eacb profile i8 de'S.er1b~d 

in 'terme, of aIl variables s1mul.taneous1y and the relationsh1ps amongst-1;hel1l. 
~ . 

AlI firme .whhin an arche type wol.\ld be in a similar ~: they would ; ~ 

PfssesB ~,.ica~ly similar Bi\v1.ronmantal. org~izat1onal and strategy ma

king tra1.ts and could be described by the seme causal model. New hyp()theses 
,'> 

would be of' the fo:rm: 

If state A, then relationships BI ••• ~ •. 

nteoriz1ng could be made much more precise sinee all relationahips would 

be viewed with1.n a speci~ied contexte This flbj'ective becomes meaningful 

, ~', 
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only :lf the number of archetyfea la relatlv.ly amal1. / O~h.XW1 .. , \le .~: 

counter unmanageable complex1f1 and ·cannot make uaeful, general1aat1.ona. 

In order to overcome the.~me.thOd0108.~Ca1 def1c1encles ~at we c1te,d WI 

plan the following r~s~arch 0 entat : 0 , 

t. .. 1 ~ 0 

1. F:trat,:lt 18 important -t6 explore a data bue which deacribe.. an , . 
adm:l.nistrat:lve situation in a con crete and ta:lled faah:1on. Âbatract 

data are likely, ta lead to generaU,zationa whi an rar too ethareal' 

to be of an1' p'ract1eal va1ùe. 

" 

2. In studying organizat1one, it 1e important to ai taneoualy look at 1II8J1y 

of theil' attributes,' ràthar than juat a. fa". Extrema electiveue.8 iD. 

ori,) 

'. 

choosing wh:lch variables to study lIJIt'f yield find1nga whi 'are ofteA lx- j 
1 

relevan t sinee relationa1û:ps are not qua1if1ed by the1r 1n1l: bi ~in, and 

, faeii:1tating co-cond:ltions. -0 

\. 

3., When Wg! loble, at a dch data base, it :ls important to construct ls 

amongat the broad array .of variables ~oeus8e'd upon and to de termine how 

common these models really &.te. It is only when we try to 8yatemati~e our 

kn~dge of a camplex situation and usll thia lcnowledge. to predict and con

trol a sim:llar situatiOn, that ft have made à practical and uaeful cOIltribu-
.\ 1 

tion. Tq treat co~lex cases individual entities defeats this purpose • 
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INTRODUCTION 

, . 
'l'tda chaptex: presenta tha dataU. of the. methodol:olY' vhic:h. we ha. am-

ployed ta come up with our' ftndinga. 'l'he principal reaaarch objective wu ta 
" , 

derive the most freq,uenUr occurri~a modala of successfu! an4 un.ucce •• ful 

atrategy makiua :f.Îl :l.ts organ:l.llat1onal and envir~1DIntal context. '!'he _thodo--
logy chapter d .. cr1be. how we defin.d and identifieel theae modela or • archa-

type.'. 'l'ir.t, va :tndicate the criteria u •• el to .elect our re •• ereh va

riable. and va ltat and define theae variables, making raferenca to their 

source. :ln the Uterature. We pracead ta d!ICUSB the nature of our c .. e data 

ba.e and its strengtha and nalen...... Data gathar1ng lIn'el .corina procedure. , , 
ara .ubaequ.ntly d1scues.d vith particular attention be~g paiel ta th. neture 

/ of our checks of rellab111ty and val~dity. Our 1II8thod of generating and te.
tins h:ypothes8a about archetypes ia tnen pr.aent.d.l tt ahould b. not.d that 

-
1 in Chapter Threa we d:l.acu8s the a8Jragata findi~ga involving the meana, stanelard 

deviationa,and Speal)JlUin correlations of company variables. It:1s aaaumad that , ' 

the. reader haa a bas~c familiarity with the standard ,methods of calculation 

and the 1nterpretation of theae stat:tst~C8, anel sa, WB do not diseuss this . .. . 
aspect of the, disaertation 10. the methodo:togy section. Our focua in tb:l.a 

chapt'er :la with the naval anel. Ùntri~al parts of the methodology. 

'1'HE VAlUABLl!:S IN THE STUDY 

'. 'lbe cdteda for ch008~g to focua on our research varialllei vere four-
1 

fold: Fint, and perhaps moat :l:mportant, variables had ta b. show bl" pre-

vioua etudiea t,or at least theodea, to ba of substantial importance in' dea

cdb~g the nature of the relationship8 amenglt 8nviron~ntal, organt.ational, 

atld atrate8Y:nald.,ng qualitie8. Becauae th.ra ia a graat deal of ~Ollflict 1n 

the literature on the env:l.ronmant-:--organizat:lon match. and indeed the relation

ah1ps betwean_ th.ae classes of variablea, atrategy mak1ng behav:lor, and 

corporate performance, i~ ta lISefu! ta malca our contribution as relevant .. 

poas:lhle to wlult has gona befora. Another incantive. :la that more us.ful 

findings can eme,rge when WB' try to ta'ke the ~a t prom:1.81~8 ideas' from prev10Us 

theorista. 

Our a..cand aelect:lon criterion wu that collectively. variable. had 'to 
" 

, . , 
\ 

.. 

\. 

; 
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\ apan a broad array of' envlronmental, or8ania~tional, and Istrategy maktua 

~~ensiona. We have alr.ady dtaèuesed the ahortc01Ilinga whi:éh stem fr~ 
too narrow , research focua and we conacioualy tr;l.ed. to avo:t.d ·:th1a. 

1 

The third criterion ia of a 'common sense'" nature. Ii at1pu1.at .. 

ahould be conc.ptually diatinct. They ahould not overlap 

heir.m~anina .0 that redundancy can be minimiaed. Thia ia simply a 
" ' 

tate of parai.oDioue reaearch. 

Our final, and 1nOat praama~ic criterion aàeerts that variable. ahould 

aüilrllbl .. given our data ba... We have to have auff1cient data 

availab~e for reliable and valid scoring in order to deal adequately 
l ' 

vith &DY va~iable. 
~làt followa ia a liating of our variables and how we defined th ... 

We cite, where relevant, the moat popular,atudiea which dealt with the 

variables in question. 

Detinitiona of the yariablea 

ENVIR.ONMENT 

-Dynamism i~ the environment ia ma~ife8ted by the amount and unpredictability 

of chanae in cuatomer taatea, produêtion or aervice technologies, and the , 
mode a of competition in the firm'a principal industriea. 

\ 

Vl. Past DYny!iam (refera to dynami~m which axiated 5 years befor~ cas. date). 

S.e Lawrence & Lorsch (1967) and Burna & Stalker (1961)~. 

Much .. leas than 
other firme . l 2 3 4 S 6 7 

Much 8~eater than~* 

other firma 
., samë 

. 
V2. Current Dynauiiam (dynam1am at the t:lme caae vas writtan). 

\ 

f 

• Only ~om. of the most popular sources are cited. Tbe authors eal1ed 
attention to the nature of variables in question but did not née.s.aTily 
.clefine the variables in exactly the S8me manner as we '~avà done. . ;, 

~~ Scale. are idantical for all vàriable. axcept Vll. 
~ 

\ 
\ 

\ 
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Heterogen~ity"in the ~nvironm.nt concerns the differences in, competitive 

tactica. cuatomer tas~ea, product lines. channe1a of distribution, etc. 

across the f1rm's respective ma~kets. Th~8e differences are on1y 

significant to the extent that they reguire very di~feren~ marketing, 

production, and administrative practicea. See Thompson (1967), 

Chandler (1962). Channo~ (1973). 

V3. Past Heterogeneity (5 years bafore case date). 

V4. Current Heterogenalty (a~ time of case atudy)~ .... .: 

Hostility in the environment Is evidenced by priee, product, tecbnol~lcal, 

and distribution competition, severe regu1atory restrictions, shor~a8 •• of 

l~our or raw materia1~ and unfavourab1e demographic trends (e.g. the 

drying up of markets). Hermann (1971). 

VS. Past Bosti1ity (5 years before case date)~~~ 
-< 

V6 •• Current Hosti1ity (at ttme of case·~udy). 

/' r j?RG~lUTION 
" ' 

1 o 

( 
\ 
\ 
\ 
~ 

o 

vi. Sçarining involves the search for problemé and opportunities in the 
, , 

exte~na\ environment of the firm. Firms are to be scored in terme of the 

~ount "of tracking performed ~f consumer tastes,'competition, techno1ogical 

and administrative deve1opments, etc. Scanning may be done by staff 

departments, executives, the sales force, etc. The~greater the number of 

factors tracked and the more widespread the participation in.scanning 

activi~y,' the higher the rating (score). Wilensky (1967), Aguilar (1967). 
'. . 

~ 

V8. Delegation of Operating Authority concerna the &mount of authorit1 

transferred to lower and"midd1e 1evels of,management (any' parties below V.P.) 

for administration of the d~-to-day operation of the business. Operatina 

dec1sions invo1ve equipmen~ replacement, production planning, adjusting 

p~of goods, inventory purchases, hiring of lower leve1 personnel, etc. , 
Worthy (1951), Likert (1961). 

V9. Centra1ization of Strategy M!king Power invo1vee ' tbe distribution of .. , ~ 

for makin8ostrateg~deCi8iOn; rel4rdi~'acqui8itions, diversification, power 

" . ', 

" 

-,. 
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. 
major new'produet ~ntroduction8, long term 8o~ls. etc. Centralizat~on 

ia high if the top execut~vea al one make most of the decisions w'ith a 

minimum of consultation; low, if midd1e managers determine strategies by 

the defau1t or intent of top 'exec~tivea' (general. manager and up). 

Pugh et al (1963, 1968). 

VlO. ResoîUrca Avai1abi1ity concerns the state of the f1rm's material. and 

human reaources. Evidence of resource shortages are labour scarcity, poor 
- . ('-

raw material Bupp1Y,uinadequate sources of" cap~ta1, poor production 

facilitiea, etc. If reaources·are abundant, aêore this sca1e h~gh. 

March & Simon (1958), Hedberg ~t al (1976) • 

• Vil. Management Tenure measures the 1ength of tim~ the most important 

(top) strategist or executive of the firm has been at the helm. If it 1a 

more than 5 years, score 2, if less, score 1. 
,) 

,) . 7' c 

,,----- -

Vl2. Conf11ct gauges the amount of dissent, overt or covert d~ssat~sfactiont 

and hosti11ty amongst members of the 6~rm at and above the Vice Pres~dential. 

leve1. Conf11ct May concern.organi~ationa1 goals and means. lt may be 

indicated ~f it takes very long to arrive at a consensus on courses of ,- . 
ilo ',"action, if ~nagement turnover. 1s high, if there is much po1iticking; etc. 

Lawrence. 'i l.rirà'bh (1967), Cyert & March (1963~ 

V13. Contro1s monitor the interpa1 trends and ~ncidents relevant to 

organizational performance. M.I.S.,employee performance appraisals, 

quaiity contro1B~ cost and profit centres, budgetirig, and cost accounting j 
are ~ypeB of control dev1ces. Score h1gh if' tbere 1s much emphasis on su ch , 

controls. Gordo~ & Shil1inglaw (1969), Anthony, Dearden & Va~i1(1912). 

e 

",", 

" 
Vl4. Team Spirit inv01ves thè dasire on the part of managers "(~ne l.eve1 

• below VP and up) to work unusually di1igently to ach~eve organizationa1 , 
~ 

objectives and to do so ~n concert w1tH others so that team go~ls take 

precedence over individus1 needs~ Likert (1961), McGregQr {1960), 

Roethlisberger & Dickson (1939). 

• , 
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V1S. Int.mal Commun~c.tlon System concerD4 the.open-neaa and fidelity of 
~ 

information channels in the orgànization. A,~igh_score i& given when 
\ 

infortilatlon reaches decision makers quickly. when it is relevant and 

undlstorted, and,when comm~cation flows readily in top-down, bottom-up, 

and lateral directions. Burns & Stalker (1961), Thompson (1967), Wi1enaky 

(1967). . '. ,'" 

V16. Orsanizatioual Different1ation measure& the degrees.of difference 

amona organizational divisions in terms bf their overall goals, marketing 

and production meth~ds. and decision making styleà. The more dispara~e the 

divisions, the hlgher the score. Even functionally organ1zed firas vith 

only one division May have high levels of differentiat10n if there exist 
- . . 

':, -many d1fferent styles of marketing and product.ion, etc. w1thin respective 

departments due to the nature of~produets and markets. Lawrence & Lorsch 

(1967), Chandle~ (1962). 

V17. Teehnocratization. Do t:here appear to be a great many staff , . 
speeialists and profesaionally,qua1ified people (aceountants, engineers, 

seientists; doctors) as a percentage of the numbe~ of employees? If yes, 

score high. oPugh et al (1968). 

, .. 
V18. Initial Sueeesa of, Company Strategies. The in1tial strat.egy là 

either that formulated by the founder of the firm, or, the basic product

market orie~tation which had existed at least 5 years ago. Was this 

strategy quite,intel1~gent and sound (score high) , or dld lt aeam destined . 
- to fallure from the start. Hedberg et al (1976). 

SillATEGY MAKING 

V19. Produet-Harket Innovation. Does the f:l.rm seem partieu1ar1y innovative 

!n-terms of ,t~umber and pove1~ of new products and services which are 
1 .,..... , 

introdueed,'ind the new markets which are entered? alker (1961), 

Normantl (1971). 
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V20. Adaptiveness of Decisionsocohcerns the responsivenes8 and 

\ 
\ 
.\ 

\ 
\ 

appropriateness of ~ecisions to external environmental conditions. 
\" , 

For .' 

example, an adaptive pricing decision wou1d take into account competit~ve 
l' '~. \ , ' 

strategies, ~ustomer buying habits, govemment regulations, etc. 

Unadaptive decisions (score low) would consistent1y neglect an important , 
set of externa1 factors. Br~ybrooke & Lindblom (1963), Hedberg etbal 

(1976). 

V2l. Integration of Decis~ons. Are actions in one are a of the firm 

complementary or supportive of those in other areas·(i.e. divisions, 
c 

functions) or-are they conflicting and mutually inhibiting? High 

integration would result in (or fram) a concerted and wel~ coordina~ed . 
. 

strategy, ~while low inte,gration might be manifested by f~gmented or 

c1ashing·tactic~ (e.g. acquiring new compantes when thete is inadequate , 
ability to finance or run them, sel1ing products which compete against 

, 
each other). Ansoff (1965), Cyert & March (1963). 

, 
V22. Analysis of Major Decisions. Do decision makers devote much 

ref1ective thought and d~~iberation to aprob1em and the array of proposed 

responses?" The Ume spent on inter:-re1ating symptoms to get. at the root 

caus~ of problems, and the ~ffort spent to genera~e solutions (g~d or bad) 

are ex8mp1es of the analytica1 process. A 10w score"wou1d be given when 

there is a vèry rapid intuitive response to issues (this response cou1d 

be ideal or the worst possible). Evidence of analysis comprises - tünè 

delays, frequent me~tings and discusSio~, the u~e of s~f specialists, 

the writing of lengthy reports, etc. DroJ:'- (196.8), Braybrooke & Lindblolll 

----.---, __ .(rl963) • // 
"': -;-- - ,- ~/ ~, 

C,r ~~, 

, ''':',. 

V;-3. "'Hultiplexity of Decisions. ~ top ma::nagers address a broad ranSè"of 

factors. in making strategie dec1sions, br mere1y a narrotJ set of factors "'-'-""", 

(low score)? Jor examp1e. in deciding whether to ~cquire a compaby, a . ./ ..-
multiplex strategis!, would conesider mar'feting, financ1al, production, 

1. • 

demographic. administ~ative and other complementarities and problems. . \ 
whereas low multiplexity wou1d be evidènèed by a focus, say, on marketing , ~ 

factors alone •. Bruner, Goodn&w & Austin (1956), Schroder, Driver' 

Stre~ert (1967). 
1 _ 
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V24. Futurity of D~cisions concerns how far ahead the firm looks into 

the future in planning 
• 

time horizon (5 years) 

mak1ng and staving ,?ff 

,\Dror (19~8). 

its strategies and operations. ~ relati~ely long 

warrants a high a.core. Ap focus on crisis decision 

disasters, warrants a low score. McGuire (1963)~ , 

L,' 

V25. Proactiveneas of-Decisions. Doea the f1rm react to trends in the 

env1:.ronment or dQes it shape the ènvironment by introducing new products, 

technologies, administrative techniques, etc.? A reactive firm flow 

proactiveness) follows the leader w~ile a proaçtive firmr1s the first to 

Act., Hedberg et al (1976). 
J 

, ( V26. Industry Expertise of Top Managers. Are top managers (vp and up) 

very famlli~r with their products and markets? That is, are they i.n a 

position to make the most routine decisions because of their excellent 

knowledge of 1nternaroperatio~s and the outside environment, or are 

managers ~em9ved from the field of action and cognizant only of the very 

grosfJ aspects of the big plcture (score low)? Cannon (1968). .. 

V27. Risk Taking. ls there evidence that top managers are risk averse " 

(score low), or does the firm frequently make large and risky resource 

commitments -'i.e. those which have d reasonable chance of cos~lY'failure? 

Normann'(197l), Peterson & Berger (1911). 

V28. Consciousness of Strategies CODcerns the degree of top managers' 

conscious commitment to an e~licit corporate strategy (i.e. a set of _ . ) 
objectives coupled with a number of stated favoured mesns for attalning 

these). A 'low score is evidenced by uDclear goals and the firm's 

muddling through rather haphazardly. Chamberlain (1968), Selznick (1957).' 
\ ' 

Dror (1968). 

V29. Traditions. Does the firm often re-think ifs strategies (i.e~,' ., 
objectives and means for their attaioment) or are tbese tied'larg~ly to 

precedent (high score)? Hedberg & Targama (1973). 
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, . 
SUCCESS 

• 
Sueeess :l.s measured :l.n terme of srowth in profits· and sales. stabU:l.ty .. 
of profits, and returns on equity relative to other firms in the a&ma . . 
industry. 

V30. Past Sueees8 (5 y~rs before case date). 

V.31. Current Suceess (at t1me of case study). 
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1RE DATA BASE 

-- , 

Appen~ix l' con tains a listing of the cases which were used as our data 

base. We emp10yed 81 cases on business organizations whlch were published 

:lIi. Fortune ':Magazine. the Harvard Case Clearing House serles J, and a pol1cy 

textbook. :Because the use of cases as a data' base is somewhat UllUSUal in 

organ1zatianal research, it -is important to diseuss the advantages and 

dis.advantages of tbis procedure: 

al Cases are longitudinal. They i1lustrate which variables change 

first-a precondition for the establishment of causality. Cases also provide 

a vivid account of the nature of the striltegy making process. Cases often 

portray the emergenee of strategies in very conerete terms: they specify . . . 
the actions which have taken place and often the decis:Con making process which 

preceded suen aetion. Many studies even il1\.\strate s~rategies changing over 

1-J..II ___ ..u..L-.Jresponse to various organizational and environmental influences. 

1hese affo d tremendous ins1gh.ts not only into the nature of the firm's 

behavior b tl ill.to the nature of the s t;rategy making process in genera!. 

h) Cases 'tend to be quite rich in detai!. Lengthy cases have ad

vantages over oost other instruments in tefms of the amount of information 

which they yie1d about a firm, :Lts manageme~t. and its environment. They 

tend as a ~su1t to be more thought provoking and fJugge$j:~ as we1l as answer 

" 

research q~stions. 
.. _._--~-~~~._ ... 

---- -~ ~ - ------ ----- ---- -:-- .,.-----............... ~ 

; ;'~r ~t is usual1y ·more. ~i~ide th!:! real situation of a firm 
.., ~ ~ - ---~ ~-----~------------------

~fr6in a case writer who is studyfilg the organiZàt!on in detail, than from a 
~ . . , 

- U!mote researcher who mails a questionnaire (even if the latter has 'soma 
.~ 

check. of rel;iability). 

d) Cases usually separ~te fact from opinion. '!bey often contain in

formation on the actua1 state of affairs as well ~ that pereeived by the,,-

'manager. 

........ ----_. -
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" ," 
e) ~ Cases' 8upp1y objective informat:f,oo on the charactedstics of the 

• <. ". 

induatry the firnt 1s in. 'l1ds prov:ldè8- a good basis for comparisCJn of fipns 
> 

and :f.ndustd,es. 

" . 
Unfor~ate1y, there are also several iDlpo~):;.#it~ disadvantages 8.ssociated 

vith the use< of case stud1es>.a".a data base. "'-,< '0 
a) Different- cases sUp'p+y di.fferent types of 1nfo~tion. This fact 

\ creates 41fficu1t~es in analyz~g 'datà dnce inev:1 tab1y s~, info~tion will . 

~absent from certain cases and available in others. l'hus, ""tr:i.ct1y speak1ng, 
",-, 

. i t rill be .:impossible to compare firme aceurate1y aeross a11 des'irable di-
" . 

mens10ns. 
., v ' . 

~ / 
Tnere is often a dearth of information about organizational/~tructural b) 

• <!J 

attiibutes such as differentiation, bureaucratizati.on, specia1:f.zation, structu-

~ ral 'integration, and so 00.. 

was the st~e8s on 1eadersh:1p 

, 
One particular bias ~e' noted in the Fortune cases 

_ ... ~ ~.,r~ _ ; , 

styles lI1ld'persooaliti:è'S 8$ ieyi impebuses behine! 

corporate ~ai1ure and succe~s. Often, no mention -W88 made of structural v~

riab1es wldch might have also played a k.ey ro~ in 'the situation. 
" ... '" 1 

1> ( ~ ~ 

cl In p~rforming any sort of quantita,t~ve analysis of case"data, tw~. 

levels of abstraction ~re involve'd: first, the case writer must intexpri't: "., 
.,;:. 

the situation; then, the researcher must interpret the written case' and ' .. 

a'ttempt to quantify ratin~s' of things the writer describes. Risu ~f 'dis

tortion are present in bath stages. 

" -

~ J 

d) Some case ~tudies are presented in a d:tamatic msnner. 1'h.e joumal-

1sts employed" br Fortmle to write cases focus on '1nh~J'est1ng' situations 
, '. 

and sometimes try to deyelop a theme behind the firm' s "ëuccess and fai1ure. 

There is thus some danger of a 'ha1o "effect' in describ'tng mainl:y the strengths 

of successful companies Md the weaknesses of J:hose which have fai1ed • .. 
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, 
/. 

J 
. , 

DA'1;A GATHERING AND SCORING 

jo offset the' dis,l'ldvantages which accrue fram the u~e of case dat!B, a 

ilumber of précautions were nec~ssary. Cases had to be selj!cted' which 

addressed most of our research variables. Once it became apparent that a 

large nud,)er of cases skittéd some of the vàr1ables of initial intemet, 

" thepe varipbl.es had to be deleted from the study. This vas parti<:ularly' 

true for organ1zational v;riables, and thus our research :ls ,not as tba':' 

lanced' in scape às ve "W'ould. have tl1k.ed it to be. We could not take into 
, (, v 

aeeount the influence of severa1 111usive organization~l variablell wh1'Cll had 
JI 

been shawn to be signif:l.eant in .p:revious researeh--e. g., bureaucrat1zation t 

o special1zation, organ1zat1onal integration. 

ln ,order to use cases as a dat~ base, it' was ne.céssary 'to emp10y a 
"', somewhat tmuaual scoring procedure. Since the information on any given. "~.:~ 

variable 1.8 presented different1y across--,cases, 1t i8 imPractica:l to'have 
'- \. J ' ' '' 

a large number. of refined scales to measure each var:Lab1'e. 

'{;'~ 
'.~J ;;'" 

Inforaation :Ls ",~'/' 
,," ~ .... 

either ins~ff1cient1y deta1led or too variable to enable raters to respand 

to very specifie, scale :Lt:ems for the majorlty of f:f,.nœ in the sample. For 
" elalmple, :Ln order -to measure environmental dynwsm i.t was impossible in 

many instances to obtain information on the exact nature of priee" tech-
, ' , 

nolog:tc~, l::orisumer t~tes! and source of supply dyn~8m. Most cases 

con tained information ~ certain of these attributes, but' not on others. 
o 4 

'lhus 1t was necessary tQ have on1y one rather general (gross) sevan poi.nt 

scale for each of the' 31 variables. It was the task of experienced case , 
raters to translate the. spec:1f1.e façts of the case into numerica1 scores 

a1~g the~e sèales. Varl~les vere operationalized for scorlng via 

def1n1tions and eX11eS ot. the types of faets reported in the ease which 
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would influence variable scores. • 

, 

", ,~",,-' 

A score of l represented a 've.ry leM' score on tne. vÎ1riable suth mat 

!Dost firms in 'the,rater's experience sco1'8d higher. A SCOré of sevan re

presented the opposite, while a score of 4 :l:mplied that the fil'JJl was 'about 

average' alang the variable when cmapared to other compan1es. A semple 

-, 

_~cale was containèd previously, along with the'1ndividual variable 

definitiOllS. We ahould point out that the case scorers (myself, Dr. Peter 

Friesen and Dr. Martfred Kets de Vries of McGill, and a final year DI$u.gement, 

policy undergraduate) had col.lectlvely read hundreds, if not thous~ds of 

caliJe studies and were intimately familiar with the case Jœthod of analy,is 

and instruction. A nutOOer of different finos have to be analyzed and scoi'ed 

before ratinp achieve maximum rel~ab1l1ty since :l.t is hard ta come up with 
~ . 

relative sccJres without l1aving 1~tern~zed a sOJD'!what broad basis for cam-
, ,r -' -, 

parison. ~ 

Cases which ll!-cked suff:1cient data we:;re rejected. In the event that 

only i ~ew variables for a case could not ~e scored. nèutral rat:l.ngS (4) were 

given on ,the pro1i1.ematic scales. 'Because Qur scoring procedures placed 80 

muth reliancè rupon rater inferences, inter-rater re1iability had ta be verified. , , 

About thirty percent of the cases we:qa -rated by at least tw9 independent 

scorers. Rat~g was perfo~d in do\1ble ... blind fash;l.on. Lesa than 10% of the 

tot81 n#er of ratings differed amongst ratera by two or Dlore points on the 

- scal~ l'he reliabi1iq of rat1ng~ was thus judged ta be extremely good. 

lt was sOJœwhat ... ore diff1cu1t ta V'er:l.fy the valid1ty of case data • . 
Cklly the cases whicn had been written 'luite recently could be checked. 'This 

- ~ 

accotmted for about 10% of the total "sample (8 responses were 1'8_,ceived). For. 

each case, five quotatiOns which seemed :l.mpOl:'t8l1t to the description of the 

finœ-were sele~ted. These were often of an inferentia1 and pejorative , , ... . 
natu:r;e and were sent to top executives of the firma. 111e following page 

, prestt.s an examp1e of a valldity-check sheet. 

IThe e~cutive8 were aslœd--to-C02IIII8Ut upon the accuracy of the 

quot~tions s8l.ected and to pass jud~t about thet.J.èneral' val:l.clity, of 

the e. Onl.y one firm fa:Ued to 1'8spond to our inqu1ries. Al.l· 1.':espon

dents as&ed wit~ t~ vast major1ty of quotatians. 'l1u{ fewer than l'ô%. .. of 

alt, 8tate __ ti-idrl.d:~~·-ri;h d'isagreement: were usually s;ubjec:t to .q~~ 

don on the tU~B1s of a JD1nor techn:lca1:t.tY' rath.er ~han on the &as1.& of a " 
, v 

- ~ 

1;.,. lA lol' 
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SAMPLE, VAtIDITY CHECl{- \ 
\ 
\ 

-, 

_ .... ' ..... - ... l' ___ ._.~--. _. 

The follow~Ï).g aù~, di3guised examples of quotes exc\rpted from case8 and ma1le~--

ta. executives in order .to verify ca!!e validity. We inelude samp1e r~ 
~/ 

(also dlsguised). Flve case quotes and three general question,8 on ~8e 

accuracy were sent to eac:h company in the valid1ty~c~eek -S8lnple. 

Q\!oté 1: In achieving such hectic European sales grovth, the cOll1pany , 
c01lllll1ted a number of-classicn management erres' and so stumbled into that 
familiar booby trap: an axeess of inventory 

" 
Response 1: ,Correct. 

Quote 2: lt took months bj!fore top company exeeutives realized that they 
faced a serious problem. And it required a full year before anybody decided 
to take the initiative to do something about tt. . , 

Response 2: True generally, but it took only about 9 or 10 months to take 
a~ti.on which began the development of alternative solutions. 

Qt,tote 3: If the new system does not capture the public's fancy, it would not 
otüy be a sedous f,inanc1.al setback, but would jeopardize the firm' s very 
Surviva1. .' , ' ~ 

R!sponse 3: Corree t. this was a tremendou8 rialt we took. 

Our managers are monitored carefully but have a lot of operational 

s onse 4: Very t~ue - 'We employ profit a~ c"o!Jt centres and give managera 
c plete discret10n in performing their tasks.:- Our~ eoncern :1.8 witoh the 

, ' ~ 
ttom Hne. ,--, J 

uote 5t Priee and distribution channel competition i8 80 i.ntense that the rate 
f c.ompany failurès in the industry 1s ~egendary. 

Very- true. 

~=~:;;;....;-=e_s;,.;;t_i;,;;;.Qn;;;;..,.l~: Did the case accurately represent the external envlroumaut 
buying habits of customers) of the f;[,rm? v 

~==:....;:lo===~2,,;,.: Do desCl,'ipt:l.op,s ~f the management style ring true? 

Il.sponee 2: tn generaQ yeso 
. ' 

General Question :J: Were there any notable om1sa1ona wh1.ch mght give the reader 
a distorted p1cture of what transpirecl (or of the firm 1tself)? r 

. ' 

Ilespouas 3: No. .' 
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fun dament al j ~dgaJD8D. ta! error on the part of the case writer. No r .. pondan t 
cla1:me.d that a case vas baslcally tnaccurate or mialeading. The •• included 

JIIIl'laprs wIlDe.. ftrma were generàl.lr unauccessfU.1 and had recei ved unfavour

able case vr1 te-ups • 

HYPOTHESIS GENERATION 1 

1 

The cr1t1cal ~otheà:t8 of tMa dissartat:Lon wh1ch 1a to be made precise 
1) 9 ( • 

and to be tested is that the cases in the working population can be, groupad 

into a lew specifie types. Only if thia :18 true can one hope ta p:r:ascribe 

certain manasarial actions which can be approprlate ~or a11 casa. of a 

~ven type. Otherwi.se, each case 1s different and requirea a unique &\81ys1.s. 

Experience in reading and analyz~g policy cases macle us bel:l.eve our genera1 

bypothesia was. truè. 

'l'h.e Uret step in maldng our hypothesis precise enougn ta 'be tested 

1a to con8id~r the scores of a given case on the 31 variables al~8 a scala 

of 1-7. 'The average of"these 31 s(:orea can be taken for a given case. 'l'hen . .. 
the score of thia case on ahy gi.ven variable can be campared with the avex:age 

ta see wheth.er it :Ls high.er or 1awer. ,\ If the score is abave average. the 

case haa a relative "strength" on that variable and,if be!ow avnage, it 

has a relative "weakness" there. The sequence of 31 scores as Dleaaured 

fram thelr average will be called the pattern of scores of the case. 'fben 
the pattern of scores of one case 1s compared with that of anoth.r, :lt may 

he' that the scOres f1uctuate abO"Y'$' and below thair respective \ averagea on 

the e8tDt\ var:Lables.. However, the fluctuation of one of the t;wo patterns 

1IUi1 be JlK)re exaggerated 'than the ot~er. In th:lea caae ~ the pattema of the 

two cases vil.l still be sa:Ld ta be the 8_. 'l'Ilis def:Lnition of a~ •• 

~., 10CU8S8S' on the ,correlation between the ~o sequenCes of scores '~ather th_ 

on the' exact scores themselves. lbe mot:Lvat1on of the defin:Lt1on \8 the 

idea that the. two seqUences of 8~ore. record the 88me undlrly'in8 Ph~OIIlInCID 
p , ~\ 

Wh:Lch cm be sean more e1eady in one of the easey than in the othtr. \ Thi. 
. .. \ 

ta, analogous ta the. princ:Lple of c"fcentrat~g on the correlation between 

vsrIlab1as. When two vadablea are Mgh1y correlated, th~gh one fluctuata. 

_ 1IIOnl th.an tha other. thay are, genarally con.sldered ta. be 1II8aàurlng the 1 .. 

property th.~&h ona doea so w:Lth. blUter discr1m1nat1on than the other. 

.... IV" 
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Now, the general hypotheais can be raphraBed. Thare are only a fev 

bastc patterns of scores on the 31 variables and the pattern of eac:h ea •• 

1s 1Ue.e one of these basic patterns. How can these basic patte1'D8 be found? 
~ . 

There :la a method c.lled obverse fsctor analysia (or Q-type factor analya1a) 

which wàs dea1sned to solve Just such a problem." The method geJl8rate. the 

basic patterns of scores along 31 '1ariables. Theae patterns are càJ.led 

~ factors. The factor ana1ys1a sivea a correlation coeff1.c1ent betw •• n the 

score pattern of every case and every factor. Any luch cotrelation 

ooefficient 1.s abo cal1ed the 1~adin8 of the co~re&pondins ca •• on tha 

correspon4ing factor. If a case :1B hiShly corre1ated w1.th a factor. :1t 

will have a hiSh loading on that factor add "il1 ha'le a BCO"" pattern much 

lika that generated for the factor by the obyersé factor analya1s mathod. 

It followl that two cases load1ng highly on tne', same factor will a1ao have 

eimilar score patter~s ~ 

The obverse fac,tor analysis waa done using 52 cases. Theae were 
J ' 

di'l:1.ded into succesJfu1 and unaucceasful groups according to' scores on 
1 

varia~le 31. The apalys1s was done o~ each of the groups. A var~ 

rotation of the fa tors in each appl1cati~n caused the factors to ba as 

much like many Qf the compan1es :ln the sample as wa~ possible. Where a 

'llUlJ!ber of flrms aded highly (usually srester than .55) on a factor, lt 

was used ss a ta tive baais for an archetype (Append:1x lI). 

Por moa t 0 the arche types a Hrm was inc.luded whenever :1 ta loading 

on the corresp nd1ng .factor was higher than on any Qther factor. Where a 
• 1 

firm had sIma t equally high' loading8 on. two factors., the case ~a8 re-raad 

to d~~e~ which group of firme 1t aeemad to fit best. The relult was 

a co~~~~n of ten lists of campanies, each of which wa. c.onaidered to 

form a tentative archetype. ('actor groupinsa remained .... atable wh'en the 
---~... \ 

--:- number of firme wa. increued to 81. Compare Appendice. II atld V.) 

'lbe score. on the 31 variables were :lnspected aga:1n for each f:1rm in 

a s:lven tentative arc:hetype. We notad tbe range of possible scores for each 

r 

( 

membar firm on each variable. Ranges were expanded whenever, in our judgement. 
, , 

it was only accidental tbat the scores in the tentative archetype we!:e not , 

laraer. This collection of 31 scora ranges. one for each variable. for an 

archetype va. ·c.lled. th. resion of scores corre8pOnding ta the archetype. 
• 1 

Tan regione were defined which corre8po~ to r-ch hypoth8.1zed, archetype. 

1 
.' "1. - '.L' 
, .' _.'\.. 

_. _u 
'. 

! 
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• 
The range u,Panaion _was dona frOID an intimate knOW~edga of each of the 

ca ... :ln a' tentative .,c;,hetype. The nature of an archefype becom •• quite 

obvioua when the cases in it are reyad. This is bec:au~e the member ca:se. 
, 

are highly intercorre1ated and therefore have similar score patternt. 

Let us deUne a aequence of acores on the 31 variables to be a s:1te. 

Â aite 18 inc1uded in tb. region corre8pondipg to an arehetype wbenaver aach 

of the 31 scoree of the site falla within the corresponding 31 rang •• of 
1 

the region. The reg:1on correaponding to an archetype specifies a certain 

collection of sites:,: which fa1l witbin ~t (Appendix Ill). Any company which 

1& in a tel1tative archetype will occupy a site which ia located· with1n ' 

the Archetype. . 
1 t ahou1d be noted that tbe regions defined to corresPC?nd to the 

arche tYPes are different from each other ouly in their 1nteriors. Soma of 

the regions merge into each other sinee their boundaries touch. A coiapany' .. 
on a site near the boundary between two regions would exhibit properties-

of both arche types • The ~rchetypal regions are p1aced < side by side :1n auch 

- , 

a way that they enclose the sites which are occupied by Most of th 52 cases. , 
As one crosses from one archetype1 region to another J one mode of 

orglln1zati~uccess or failure fa~es away and snother becomBS 

inc1'eas1ngly dominant. 

As a matter of interest, the ten hypotbesized archetypa1 reg10na . 
together included only,one ten-thousandth of the sites which could in 

• 
principle 'be occup1ed'. : 

~ 0 
HYPO'l'HESI~ TESTING' J 

-

The hypotheaized archetypa1 '.ijiona lliay have resulted fram t~e f:1rst 

S2 casas only by chance. That 1s they m:1gbt not reeur in a larger aa1llpla. 

,'10 test this p08sibil:lty, a computer p1'ogram was written to sort another 

29 case. :Lnto the a1~eady defined archetypal regions JI If a case d1dn' t 

occupy a aite :ln Any of the reg:1onJ, ~the program noted tbat facto Then, 

the prosram used the number of cases tbat fel1 1nta each reg10n a8 a 
--" 

prQportion ot., ~h. total. 29 to g:1ve a 95% confidence inten:a1 estimate of 
;. • :cAl • 

Dr. Peter .,'t'iesen of NeGUl wrote\ th1, p1'081'8ll1 and suglesteel the use of 
confU.ru:.. 1nt t'Vals for the hypothe81s test. 

1 
C) 
. j 

" 
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the proportion of campanies that fell into the region. For every region 
----

the lawest end of thia confidence interYal was at ..lleast 1000 Ume. higher 

than the ratio of the .rchetype region size to the size of the Cartesi~n 
, 30 

product~aee (2 x 7 ). See Appendix IV. This means that the ten 

archetypes occur more commonly than could be assumed by chance, with a 

confidence lavel of better than 95%. We can reject the bypothesié that 

the archetypes occurred by chance. 
r ~. 

, 
Nothing inherent in Q-type factor analysia wou1d allow us to test th. 

sign1~ieance of, our factors in terme of the population densities of ea~h 

of the archetype regions. ln this study we have been fortunate in that 

the or.ientations of the factors and the scat ter of scores in an archetyp. 

have given us relatively small regions. Had we not been so fortuuate, we 

would have had to test the signifieance of factors in terms of score 

ranses after scores had been adjusted (e.g., made relative to company 

means). .t~ 

Of the 29 cases in the second sub-sample, only 3 were outliers and did 

not f<:l.t any archetype. The smallest number of firms in an arcqetype for 

the total population (N of 81) is 4, th~ largest ié 11. There are 4 

unsuccessful and 6 successful archetypes. We shall diseuss our 

archetypes later in the thesis. 

Befiore describing the arche types we shall discuss the aggregate findings 
.. 

suggested by our data. Oo1y Chapter Three focuses on these more general 

findings while the b~!ance of the dissertation i8 oriented towards a 

detailed treatment of he ten, a':chetypes which were di8epvered. The 

méthodologies einployéd to rrive 1 at the general findinge aré aIl qui te . : 

J ~;;.. ~~dard. We therefore will t go into detail about how means, standard 

. deviat:ions, and Spearman 'correlJltlO1lS were calculated. AlI this was done 
, ~ 

using the Statistical Package 'for the S~l Sciences (SPSS) st the McGill 

Computer C~nter. The R-type (standard) fac~ analysie was performed by the 
'. 

sa1l1e program ueing orthogorial, varimax rotated f~tors. Strictly speaking, 

lJinee our data wa'â' o~dinal and not interva~, the co'îice~t 'variance explaiued 

by factors' cannot be applied. Chapter Three makes pa8e~ refèrence to 

tbis concept only to iudicate that the factors do 

, IDUch of the information conta:l.ned in our data:. 
~ 
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lNTRODUCTtŒ 

In th1s chapter, we exaudne, the aggregate f:f..ndings of 'the study. 

focus is upon the -means, standard dev1ati~:, Spearman correlations, 
o _ , 

'l'be 

and 

a-type factors wll1ch have 'bee.n calculated for the total sample of 81 flrma 

88 weIl as the successful and UIlsucce.ssful su&-sampIes~ First, the findings 

concem:lng the total ~ample are 'd1scussed. 'lb.en successful and U1lsuëcessful 

sub-samples are analyzed and compared. 

We have noted,:ln the. 1DI!thodolpgy chapter that 'oui" data 'ls ordlna1~ not 

interval, in nature. Strictly speaking then, :Lt te meaningles8 to deal with ;----- , 

mean~, standard deviatlons _and concepts ~f Itvanance" expIa1ned by' factors. 

- -

1 

) 
Nonetheless t as measures10f central tendeney and dispersion respectlvely, we f 
fotmd that means and standard deviations were excellent approx:1matiODs ta the 

modes and ranges of the variables. In addition, means have the capacity to 

convey more information when the~e are ties in the modes of the data. Standard -1 
deviation~ are more- representative me~v.res of dispersion than. ranges., particu1#ll'-

1y when r.an.ges are a1ways al: or near
l 

their maximum because of a few extrema 
c 

obser.vations. 'l'hus we chose to--present these more typical statistical 1J)easures. . " . . 
111e R-ty,pe ~actors discUssed in this cltapter are ma1nly presEnltect' in the same . , . 
vein as the Q-type .~a~tors e~l.ain!d in t!te me th odology . chap:t'èi; Variance ..... ' 
explained i8 essentially an. .,itte;evant measure and R factors are presented 

merely to compare the relative clustering of variables according to their 

degree of correlation with a varimax rotated R factoJ'. In presenting corre-

1ationa1 findings we have employed the SpearJl1$l measure of association which,,:', 
• ia free of parametrlc assUUlptions and is su1table for use with ordinal data ... 

When we diseuss the aggregate findings conceming our aucceasful and 1m

successful sUb-samp1es"our mode of presentation becomes rather eryptic and 

assume~. someth1ng ~f a ,'staccato t cadence. This is particular1y true when 

we focus upon the many,associations suggested by two 30 X 30' correlation 

matrices. Rather than Us t each association ve rbaUy, we present schematic 
, .' 

,,.. 

diagrams which accompUsh the task with greater parsimODy. In diacussing these 

find1.ngs ,we do not repeat each of the ~ationsbip8 shawn on the diagrama. I.t 

ia important then to study each. d:1agram vith soma dil:igenœ before p~oceeding 

to read the. :tn.terpX'e.tation of the find:fpgs. 

\ 1 
.1 
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THE TOTAL SAMPLE 

Variable Means 

~igure 3-1 il1ustrates the means of e.ach af the 31 variables employed 

in our s tudy. AU of thé ,81 f1rms were included in the calculations. Maans 

~present ari.t:hme.t1c a~rages of the indi.vidual company scores ~hich were 

ratèd on a scale. of i to 7. ,Variablé 11 wu scored on a two point scale 
, . 

(1 to 2). Two facts seeJD to he most interesting when we examine the means. 

The. fi.rst 1s that envirOItlDeD.tal scores have increased over time. Dynam1sm, 

heterogene1ty" and host1l1ty have 1nte~:1fied over the past five yeare. The 

second intriguing point is that scores on most variables tend ta he close 

to, but somewhat above thè\m1dpoint (4) of the seven-point sca1e. We sha11 

briefly discuss each of these observations. 
; 0 

Envitonmentà1 trends which display :l.ncreasing turbulenCè and heterogènei.ty 

over ,t1.me seem to be aBsociated with the growth of companies and thei.r diversi

fication into 1ess ~stabliBhed markets. This ia quite a common tendency for 

'many firms in the sample. 

Di.vefsificatiOEl increases 'heterogeneity as, firme enter different sorts 

of 1'08rkets. Ale 0', the markets entered tend to be less estab1ished and are 

often ch.araéterized by emerg.tng technologies, fairly rapid product obso1ès

cence .. ~ and othèr manifestati~s of environmental·dynamism. Incre~ed hostillty 

se-em to stem more from the saturation or maturation of the aIder markets of 

the firm and the consequent, often fierce!,,)attles for market-share. , 

In rationg the case etudies t an at~t was made to ensure' that aCONS 

cou1d be used to rank campanies alang any of the variables. Thua, scores 
~ . 

were 're~at1v~' to, t~ norme Sf,t by the other members of the sample. En- " 

vironmental scores posed ~ additional problem. Not.,ooly had they ta be 

relative tq similar ~cores' 'for other cases, they ~ b(ad to b~ comparable 

to scoreEl on the same variable, for the same case, over ~me. AlI etWiron-
il' 1 

mental variables were scored<'for current and past (5 years ago) t1me intet-

vals. The deviat10n from the ~cale midpo:1nt: resulta in part because of this 

necess1ty for a temporal compan.son. '!he S8Dle 1a true 'for the • put SUCC8SS' 

~-

HOst acaréS are above, not belON' the sca1e D\1dpoint. We can think of 

two poss:l&le explanat:lons f.or' th1s. J'1rstly, tlière are a very grest majority 
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o . FIGURE 3-1 yARIABLE MEANS AND .sTAND.ABD DEVIATIONS OF TarAI. SAHPlB 

~' Var:lab1e Haan Standard De'riation · - i 

\ 
l Pest Dynam1sm 3.4 " 

~ ..... ..,., 1.4 
2 Current Dynamism 4.9 1.3 
3 Past Uetc;rogene1ty 

j 
3.0 <- 1.3 

4 Current Ifèterogene1ty 4.2 1.~ 
• 5 Past Host:f.lity 3.7 1.3 " 

6 Current Hosti1ity 5.5 , 1.4 
7 Scann'in"g 4.3' ,,-

1 

1.7 
8 Delegation 4.9/ 1.6 
9 SM Centra11zation ,5.4 1.5 

· 10 Resourees 4.8 1.7 
· . Il Management Tenure 1.7 .05 

12 Confliet 3.6 ~ 1.7 
13 Controls 4.1 1.9 
14 Team Spirit 4.0 1.6 
15 Communiea tion 4.0 1.7 
16 D:f.fferent:f.ation ~ 4.4 1.5 , 
17 Technoèratizatian 4.0 1.6 (f' 

18 Pest Strate Sueeess 4.3 1.8" 
1110 19 P-){ Innovation 4.5 1.8 " • 

20 Adaptiveness 4.1 1.9 
21 Integrat:lon 4.0 . 1.8 
22 Ana1yais 3.9 1.6 
23 Mult1p1ex1ty 3.7 1.6 
24 Futurity 4.2 1.4 
2,5 

, , . -
Proa~tiveness , ! /4.9 1.9 

26 , ~ -jl~ 0, 

lDdustry'Expe~1se 
r .. ~ " 4.8 1.8 l' 

27 Risk Tsking ' ... 1 ,:- -

- ,,', 4.6 1.7 
• 28 Cœac1~ness '~_:;~:~Ja~.n ,,"l'v, " 4.8 1.7 

29 Traditions;- ""'.>. ,;.,-, ~ l.8 1.9 
00 

',' - 5.3 1.'8 Put Succ::eas 1 ~... ~ ,.).1,., '. 
31 " - 4.2 Current Sueeess ,~ 2.4 • 
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of successful f1rJos which require ~gh scores on many variables in order to 

~uceeed. On thé other band" fsilure ma,. resu1t fram' low scores on a selêct +---
-:r ' 

few (or at lèast fewer) variables, whi1e 9ther scores -remain mueh more subseari-. .. 
'tia1. It should De noted t1i..at t1i.ere 1;g SOIIIe Dias :tn number in favour of .. 

suceessful firms (N • 44) ~. ~succe8sful one& (N - 37) and this ma, certainly 

,be.,è' cOq.t~1but1ng factor ta "4 ~l~" œans. A much different reason for a 
-'1 

p08i~i~ scoring b:Las may stem -fram the nature of the csse ev:LdeDee~ At 

tilDes, there 1s less e"Viél:e.nce for rathg a giveu '\far1able 'leM' than for 

siving a hi.gh -rating. FO~ example, the fa11ure to mention analytieal actlv1ty 

coupled witb. a descripJ.on of an event wh+clt appears ta be a manifestation of 

an 1l1-cODs1dered judgement, 1s certdn19'sOme jus'ÜUcation for giving a 10w 

score on r ana1ysis'. However, 1t is not as strOXig a signal as 1B the en-
t ' 

thusiastic description of positive analytical procedures and habits which &0 

into the making of a 1tey decision. Perh~ps in the former case 1 a score of 3 
tj , 

would be gi.~, whi1e in the latter caser, a scpre of 6 or 7 m:lght ,be deeœd 

appropriate. A vi.gilance against vague1y wrltten cases should he1p a11eviate . ' 

this type of difficulty.' We mention the prob1em mainly as a caution ta 
\ 

subsequent researChers. 

Standard Deviations 
. , 

t ~ '"':;?'" -.b 

Figure 3-1, .co1um 2 presêilt's- the ~t;andard deviations (a) of the 31 variables' 

for the total sample. lie sball' dis~S the sco~es which deviate most fram ... , , 

the average a. These once agaiit. h~ve to do vith e,nvironmental and 'suecess.' 

varÎab les. .-

4' Some difflcu1ty in scor1ng enviromnental variables 1ed to a fom of 
, ~ 

rater • conservadsm' Under which scores of 1 or 1 seldOlll' '88e~d to be . ~"- .~./ '~ 

justified. . As it happens, rel:l.abil1ty tests disclosed that the' greatest 

rater di~agreement a1so occured for enVironmental variable scores. 1his, 

.difficulty stelllllllad in part fram an inability to order firms simply along an 

environmental dimension. ' Por eX8lDple, dynamiSJll might be a function of a . 

great 1JI8I1y things:' technological change., fluctuations in consumer Vau ta • 

nee.de.d ~ge.s in distl.l.bution methods', and so on. One fino may be very 

'high.' On one count and mo.ck!rat~ 'low' on the other two, whUe anotber 

compàny m:Lght be '~derB:~e' 011 all d1lDensions. Under BUch conditions assign

mg a dynamism rank1:ng vas not alvays very simple. This vas pàrticularly 

b.., •• ___ •• , 
.. w", z;;;;~. "~J '," - .. 

" 
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true when the 'cases .:!bade no mention of SO]Il8 of the di.tOensions of dynamislIl (or 

hostility, or h.e.terogeneity). Thus, scores at the extremes of the environment.-. 

al scales were. avoide.d and cr :I.s relative.ly low. 

Lest the. reader becoma too d1êtrustful of the scores, it should bè noted 

th.at even for env.:tronmenta1 var1.abl.es. rater.flisagreement usually invo1ved on1y 

one or two score points, the. lattét 'being quite a rare occure~ce'l Al.so, in 

spite of the, 'conservatism truncations', scores of 2' and 6 were not at all 

uncOlDlllOn. 'l'here wou11 be ~ advantage however in using more refined environment

al sca1es ~re there 'is a 'broader, lOOre detai1ed~ data base. 

The standard deviation for' current 'success' is also abnormal. lt is 

unusually high. because of' a ratiog convention that was adapt~d for scorlng 

tItis variable. Scores ~f .f (fail.ure) and 7 (success) were kiven when success 

or f81l.ure were _yneq!:dvocal. Less extrema scores were given OIl+y in tbe event 

that there existed some important qualification. This heuristic was adoPt~d 

sinee it was impossible to gauge rates of profitability and growth qU!lD.t1tat1.ve1y. 
\ 

Success~data was,not uniform accros~ case studies and many different industries 

were involved. Extreme scores for success we~e not due to any ~jlJIIp1in8 bias in 
/ 

favour of dramatie situations. 

Spearman Correlations 

Table 3-1 eondenses a Spearman Correlation (r) 'lbatrix and-indicatE!s-lèvel.s 

of r, by category". fo; '~l;y the very m08t significant relaéton~hips. Our 

se1ect:l.vity is due to the extreme1y high nUllher of significant r' s (too 

/~any Ugures in the ma'trlx had a p-value of <, .05). We OJilly- p~rtray' r's .of 

> .1 Cp-value of < .001). Variable nUlliJelJ:s are reèorded st the top and the 

1eft-hand side of the ~trix. The table_;f.rdt~~d in to nine sec~ors, each 

eontaining a group of correlations withitl~o~ acr~s the .classes of variables 
. ~ " 

known as environmeut (1), organization (0), strategy making (SM) and 8UCC!eas 

CS) • For examp1e, the a/SM sector contaitfs ~~y cO~lations between organiz

ational. and strategy-maldng variab1es, the E sector contains on1y correlations 

amongs t environmen ta! variables. 

Correlations are portrayed in a different fash;l.on on Figure 3-2. 

~~ balance of the significant relationships will be dealt with indirectly 

when the Spearman r-' 8 for successful and unsuccessful 8ub-samp1es are 

discuçsed. 
( 

~' 
t! • 

\ 

1 
l ' 
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The l~. jotŒing variable naDeS in Figure 3-2 reprèS8nt Spea~ correlations 

of .10 or more. To save space." correlations between current S~CceS8 and other 

variables are expr~ssed as a t functi.OIl t at the bottom of the figure. 

l'he stronge.st correlations in the overall s~le 4re ma1nly, those relatins 

to organ1.zatiOllal intelligence (scannillg, controls ~ and cOllllluni.cation) and the 

deliberative-c.ognitive elements of strategy lZISkinS (analtais, multipl.eldty, , 
1nte~rat1ont futurity, expertise, conscioususss, and adaptiveness). '!he amOunt 

of scanning of tbe env.1.ronment may influence the perce!ved need for better . 
communication and control systems, whi~ the efficacy of the intam&l c~1ca-

ti01'1 netltork is expected to be a ftmction of organizational confl1~tnyeràelY) 
. -' 

and team SJiirl t. We postulate that scanning, c01IIJlUI11cation and controle will _ 
. r 

facilitate or imPecte multipl.ex1ty and analydcal, integradve, and ~daptive - i 

pro<:esses, depending on the appl"oprlateness of these orsanizational intel~ee 

devices. If we coDsider the relationsh1ps amengst strategy making variables, 

i.t ap-pears that proact1veness and rlsk taking occur jo~tly and that adaptlve-
, 

ness to the envi.ronment 18 influenc.ed by industxy expertise, multiplAialdty, 

inte,gration and consdôusness of strategies. Multiplexity is expected to 

coexist with integrat~ to the extent that j01nt decis;l..on maldng elic.its 

multifac:eted ana~ict1ng perspe~ti'Ves and s1TGUltan8lous1y presses for- the. 

reconc.illation 01 oppos:lng viewpoin1;s. It should be noted that the correla

tion coefficients, imply nothing about the -dir~ction of ·caùsalJ.ty and that all 

'1nte.rpretations are °1.ntenc1ed to be taken only as hypotbeses. 

Our discussion of the Spearaaan matrl.x has been deliberately brief since 

we shall have occasion to bring out :many of the most salient relationahips 

., .fsr more c;oge.ntly in subsequent phases of the ana1ysis. It is importaDt , 
~ever ta bear in mind the most interesting aspect of tbe Spearman ma't;r1x, 

, ' 

and that 18 1ts hlcred1bly -high. nudJer of significant r' s. Part of the 

reasou for this will be dl,8c~red as we look. at suec:e~afu1 an,d Ul18uec:eSS

fuI s.ub-s8mples. 

R-Type Factor AnalIsis 

Bec_. of t:b.e <1Il8I1y s.1gnif1~t 1nterconelations ~ .. t 80 lI8Ily 
• t 

var1.ables, ).t 1.s usaf1l1 to illdica~ thair 1nterrelatectitesJ in a more diacrete_ 

and pars~ JI8IU18r. An R-tne fac1!or a:o.a.l,.at.8 w.u. 'perforad ua~1 the 

Stat18t1c:a.1 ~ackaga for the Soc1a1 Sc181lces- w1th the otb:ogODal, variwas-
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1"/ 
// / tated option. 

dependeJ1ce. of 

This method had the. e.ffeét of Il tat1a t1cal 

factors and C4use.d thé artifi.c1al variables to be daftned 

~o be most 11ke some. of the orl.g1nal variables. 'l'he utility of stat1st:l.cal 

ijndependence de1'ives from our" abili.ty 1;0 diseUss 8epar~tely the inter

elat1~sh1p~ w1t:hJ.n each c18ss- of variables wh1ch load highl.y ~ the same 

The resemlance. ta the or:l«inal vari.ables made it eas1er for ua' 

o :1nterpret the 1D881l1ngs of the factors. lie have d."fined a variable as 

1 10ad1ng ~ghly" on a factor :Lf :Lts loading (1.,e.,.:LU corre1at~on w1.th 

bat fact~r) is h:isher ~ 1.551 and if tldS 'loading is higher than 11: :l.s 

, etween~the variable and any ot:l!-er factor. 1'his is~a fomewhat arbitrary , 

. ut-off point but one :whJ.ch bas been ve%)' frequently ~ in pre~0U8 factor 

, alytic studies and which assures a very s:l.gnif1.cant relat:l.onship between 

\ variable' an.d~th.e. factor gi-ven our sample size. We. shall discuse our 

actora below. att~t:lng ta explai:tl. why varlables c1uster and relate the 

ac: tor 1: Adm1.nis trati va Rationali ty, " . -
7lt.e firm' s procliv:lty to gather and inake. use of intelligence in c1eciaion 

\ ' 
\ ~ \ 

g i.s descrlbed by the tirst factor. The intelligence gatherins variables - . 
hi load higlû.y are scann:1Dg' and controls; tlte iiltelligence dissemination 

, l , 

les are cganunicati?U, t~ spirit, and the absence of conflict,., and the 

tell gence Wlil. variables are analysis, industry exp_ertise, muitiplaxity, 
, 1 

1;nte~ tian, fut~rity. and adaptiveness. the current 'sucees, variablè also 
- 1 

loads' ghly on factor 1. It ia not hard to see why there 18 a good c1eal of . ' ~. 

'8~lar1 ~gst .the,:,e -Variables. AU are- important ta o,rganiz.aUona1 

ce Wh:l.1e the SJ,senee of any -one may reduce the scores of the others. 
, .- . 
hypothesize a typ1.cal iliformation flow sequence witb.in an 

t::J 0 '. , ~ , 

to ahow the possible interrelationships- 81QOIlgat the-_iutélligenca 
, " 

aclabies. Figure 3-3' presents this model. ' 

Gi~ the nature ~f the hypothesiud model, it is qui.t:e conceivable thàt 

... scores on any variable C81\ prompt s1m1.1ar rating& on a number of otlter 

1ables. t'or exaaple, if scanning ~r controle devices are weàk, the 

l.c:at:1on netwo~k.t. will not be CODlDlUDic:a~~g aufficiently relevant in-

t1~ to," ciaion maltera. Ta the extent that suc:h ind1~dua1s do- not 
-

... are of key issues, they wUl perce!ve no reason t~ get together to ) 
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l!GUIB 3-3 o~IimONAJ- INT!LLIŒNCE 
~ 

< 

Intellipnœ Gatherins Intelligence Diss,ellf.uatiœ Stile of Intel.liseuœ Uee 

-. ,'il 
Sc:ann:fng the 
extemal 
envirœmen.t 

The ___ mi cation, Deci8ion 1IIkers develop expertisa· 
.system maltes t > of the indusb:y 

------.;)::. relevant dec;ision . $ . 

. ' ' 18 impeded if th~œ., to jointly make ded.siona the:re'by 

. , makera _axe of if l " There 18 ample opportunlty and ' 
laaues. 'Ibis PrQ.~Bi~'" :l.ncentive for a nUDDer of managers 

~ is 1II1ch conflict or . illcreasillg ~tlplexity , 
Honlto~~ and ~ a lack of cOllll1t11en~ $ 
controll.:f.rtg- ~ . /1:0 objecti'VeS (no t'eaa Infonaation and group discussion 
iDtemal / sp~t)_.~ ;' 7 of prOb~ leads to further ---'-
procesSe& analysis ~ t 

%equests for new info%Ütion 

....J' 

Suffic:1ent re.sourœs are need.ed in 
order to cany out 1I08t of the above 
steps. " 

1. 
l' 

~ Analysts 1eads to longer tera ~ 

pl8lÎs, (futurl.ty), and cousc:f..ouar 
cœsl4eratiœ of strategies and of 
how to ensure cOlllpleJlllmtarity of 
efforts (inte~ation) -'; --

Adaptbeness ta the eil.vircll11llmt 
1& fac1litated (P08iti~ re1n
forœaut can revene the direction 
of these arrows) 

& 

-"'~,,-...,-

H.B.: oIn the lœg ran, many of these arron becOme bl-directiœal ainee, -for U81IIPle. anal.ysia cft&'* the 
need for 1Iore intelUgence -gathering and d1sseminatioa. js it prompts addition&! raquests for~ 1DfomatiOl1. 
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analyze., these and plan for tbelr resolution. Adaptiveness wut be 
p y 

dlm1rllshed. If there 1s much organizational confliet, it will be difficult 

for i'flformation to flow freely amotl8at managers. This restriction will 

again 1 result in reduced multiplexity, analysis, and sdaptiveness. If we 

~ake àB a starting point a latar phase of tbe model, say inadequate an~J.y8is, 

there will be few requests for information and thus l1f;tle incentive to 

employ sopbis,t1cation in' scanning and coiltrol~. Inadequate financial an'd 

managarial ~litources weaken each link in the ~del. (Miller & Mintzberg, 1974). 

il ~e lo'ok at the positive side of the- modèl, it beeomes possible to 

view each 'variable as important to the auccèss of the finn. 7be absence of 

only a fe:w can lead to the firm's demiee. Thus 8uceesaful companies will 

tend to scote relatively 

dissendnation, and use pi 

subs.le, this ie very mu 
is an l~portant variable i 

most a11 of the intelligence gatber1ng, 

tera. In fsct,.when We look st the successful 

the case. Uo doubt thj.s is why eurrent sue cess 

the factor. 

Factor 2: Co 
~~~~~~~~;=~ 

1 
Some firme ue conse trad1~iona1, ~d very 8,low to innovate. 

Othera and èntreprene'urial an'à ComB up w1th a steady ,-

8 tre~ of innova~ns. Th 

in terms ,of product-marke t 

of tra~1t1ona. lt 1a not 

related. Tradi tiona tend 

. technictues. Product-marke 
1 \\ 

1a diseouraged. Under su 
\ 

proact1ve or to beat compe 

stance. \'ould 'be 

t ' 

1 • 

Thare 1s a reluctanc 
~o Qtake risks and -
; 1 
much .1n the way of 
jtradi tians and a 

1 conmi tment to put p 

() 

second factor describes the corporate temperament 

1nnovat:l.on, proaetiveness. rlsks, and the absence 

ifficult to imasine why these variables are inter-. . 
limi t the adoption of new procedures and 

thus restricted and risk t8k1ng 

circUIIIStances it would be very difficult to be 

to the punch 1n ma}ting changes. A l'eactive 

1y. Our mode1 for factor 2 19 presented below. 

Produ~t-Market Proactiveness ia 
Innovation 18 ---)~ just about ru1ed out 
restri.cted 

1 

" 

. . 

.. 
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When th.ra 18 a c01lllll1tment to innovation, '~ other hand, it ia 

usually ne'C8ssary to take ris1c.s and abandon traditions, and so proactivene.8 

:I.e more possible, (Peterson & Berger t 1971). 

~ 

Factor 3: ,Heterogenai;y 

The variables wh1ch load '!DOst hish1Y on factox 3 are those wh1ch relata 
'i 

ta pat and current market heterogenaity and ol'gan:f.zational diffel'ezit~at:f.OIl. 

tt stands to reasOll that firme wb1ch hava hd relatively hiÎh levala of 

-- , 

market .. heterogenaity several years ago w1ll ha~ higher current levela of 

haterogan.1ty than those whifh dealt in the pat with homogeneoua env1.rOl1.ats, 

lt 1s also reasonable that greater market he teroganai t y wbich accrues froa 

an aggres~1va diveisifica~1on or acquisition programwil1 reBult in d7ff.~ces 

of orientation amongat memers of the firme M~agars dealing with diff.rent 

industries and func:t1ons are lib1y to be quite unsiplilar in terme of the1r 

tasb and operating procedures, (Lawrence & Lors ch t,/1.96 7) • \: , 
Factor 4: Environmantal TuJ:bu~nce 

The ~ina1' factor for the total sample eutai1s an 'index of énv1ronment~l 

turbulence. The v,!rlab1es which load highly are put and current dynamism 

ànd 'current hosti1:f.ty. Market ,turbulence caused by compet1t:Lon. tècbno10gical 

change. al~erations in customer tasteé, and challenges from the economic 

climate, g~vemment and suppliera are the main things which influence the ~ , 

factor. Th~ linte. be tween put and pre t -dY.llam1sm seems clear. Once· the 
1 

proceas of ~nnovation starts in a fi etitors reac(;, creating th~ , , 

need for sdll further innovation. The ult 18 the propagation of product-

market dya.am\t.sm. Any relation8hip betw 811 ancl.hoat1 1ity ~be due .. 

to the intro~uct1on of new pro~ucta and technolog:l.e~ (additional dynamisa) 

in respOllse t~greater competitiOn (addit~onal.host:f.11ty) (Hedberg e.t al, 1976). 

Raving p .santed an overview of the interrelationships amongst the 
, , 

variables in t e total setap-le. ws can go on to look at the very different 
'\ 

sucC8.eful and\ uneucC8ssfuI 8u~amPle8. ' 
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) \ 
SUCCESSFUL AND VNSUCCESSFUL SUB-SAMPLES 

Mean. \ 

Figure 3-5 presents the means and standard deviations of each of the 

31 variables for successful and unsuccessful,sub-samples. Looking~rst 

at the ~uc;cess,ful sub-sample, ft is ap~arent th~t dynamism, heterOgene~ 
and hos tili ty have fncrease~ somewhat, making the environment more , ~;, .;", ..... 
challenging. Dynamism and ho'à~ility tenqed to be moderate in the put 

and have increased gradua1ly~ "The growth in heterogenei'ty has been a 'bit 

more dramatic. Perhaps the moSt notable feature of the variable means for 

successful' firme i~ the array of high scores on the ba48nCe of the variables. 
-

Intelligence'variables are scored high (scanning, controls, and communication). 

De1egatïon and centralization of strategy making auth~rity are also substantial. 

Decision making tends to be analytical, multiplex, in te grated, ada~tive, and 

oriented tO,tpe future (long decision'time hOFizons). Product-market' 
o 

innovation ie substantial as firme try ta be leaders in introducingnew 
- \ 

products and processes. This usua1ly involves a g~od des! of risk and the 

abandonment of many traditions. Both past and current success scores are 

very hign. Indu~try expertise tends to be great in sp1te of substantial 

organizational different!ation. There is little evidence of internal conflicts 

and there is much team spirit. Reeources arequite abundant. We ,shall speak 

latar about the interrelationships amongst these VrJables. For tbe Ume \ 

being let us compare the mans of. these successful companies to those in the 

fsilure spb-sample. 

I~ ~he unsuccessful sample, environments bave changed very substsntially 

over a re1.8t1vEiIy short periode Dyt\-âmism~ heterogeneity, and hoat1lity-haVe 

increfased d~amaticall~, mak~g lt difficu1~ for firme to adaPt to the new 

conditions. Recall that no such sudd~n transitiém took place for most firme 

in the suceessful sample. Another major difference between successfui and 

failure sub-samples Is that the latter tend to bave much loWer scores alang 

the great majority of va~iable8. S canning , controls, and c~unication 

scores are low and so are scores for decision making variables of JIlUltip1ex- , 

'ity, analysis, Integration, adaptiveness, and futurity. Unsuccessful firme 

tend to be more·traditlonal and are less likely to undertake much product-

. \ 

o 
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() FIGURE 3-S ~ANS »m STANDARD DEvIAttONS or SUCCESsm.ts2 
." " AND UNSUCCESSFUL{Fl SUB-SAMPLES, 

" '~ t- t l 

.. 
Standard Deviationâ Me8l1S 

1 
l!. 

Variable ! r S 1 -r: 

1 Past Dynamism 4.0 2.8 1.3 1.1 
. , 

,p ( 
2 Current Dynadsm 4.9 4.9 1.3 1.3 ' 
3 Past Reterogenelty 3.3 2.7 1.2 1.2 

1 Q' 4 Current Heterogeneity 4.2 4.3 1.4 ,1.7 
, 5 Past Rosti1ity 4.0 3.2 1.4 1.1 , 

6t'" Current ~ost11ity 5.1 5.9 1.6 1.1 
7 Scano.ing S.6 2.9 .9 -1.3 
8 Delegation S.S .-, 4.2 1.2 ~.7 

i , 
S'.4 9 SM Centralizatlon 5.4 1.4 1.7 

10 Besources 5 .. 7 3.6 1.0 1.7 
" 11 New Hanagement 1.7 1.8 .5 .4 

,12 Conf1ict 2 .. '& 4.6 1.3 1.4 
1 13 Controls 5.4 2.4 1.1 1.3 
1 

14 4.9 2.9 1.2 1.4 1 Team Spirit 
1 

1 15 Communication 5.3 2.6 1.1 1.2 
1 0 16 Diffe'l'en tiation 4.5 4.1 1.2 1.7 

17 TeehnO~tization 4.7 3.2 1.7 1.3 
18 5.3 <, 

, 
3.2 Past St st. Sueeess 1.1 1.8 

19 P-lf Innovation 5.4 3.5 1.2 1.8 r 
20 Adaptiveness 5.5 2.4 1.1 . -1.1 . 21 ln te grat:16n. 5.2, 2.5 ' 1.1 loS 
22 An alys is 4.& 2.9 1.3 1.2, i 
23 Multip1exity 4.7 2.4 1.3 1.1 

. " 24 ruturity 5'.0 3.2 1.0 1.3 • 25 Proacti veness 5.8 3.9 1.1 2.1 
26 Ind. Expertisé 6.0 3.4 1.0 1.6 
27 1l1sk Taking' 1 4.9 4~3 1.2 " 2.2 
28 C~s~iousness of'Strategy S.9 3.5 .8

1 
1.5 

29 Trid:r:t:ton"-~ ~, 3.0 4.7 1.7 1.7 
30 Past Suçeess 6.1 4.4 1.5 1.8 
31 Current Success " 6.3 1.& . .9,/ 1.0 
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market innovat1on. Alea, less use is made of professional technocrate. 

Delegation of authorlty tends t;.o be rarl!r than in the case of 8uccessful 

companies and conflict is more common. 

,The former strat~g:l.es of unsuccessfu1 firma have been\poorer than those 

of succeséfu1 firme and put succesa scores seem ta reflec~ thia. Team 

spirit in Ith~ae compan1ea ia often remarkab:ly'low-. 

The ~at notable concl;usions to be drawn from the abOVè is that 

successful firms are vary much d1.fferent from fa1.lure firms 'alons the vast 

bulk of the 31 dimensions. ',Muc.h questionnaire research fails to C!OIIIB up 

with such poignant and widespread divergences. Perhaps ~is -is bacause 

respondents to questionnaires falsify seme of their anawers. More likely, 

it 1s because individuals within a fim cannot raté scalas because their 

knawledge of practice~ in 'other companies is l1mited. Individuals who are 

fot'ced Ito rate a l~rge' number of firms along a 8:Lven sca.lè find it easier 

ta make distinctiOlis than those who are faced with. a sample size of one and 

wh:o JD4Y be somewhat annpus ta ensure that their company "not look too bad" 

to the researchers. 

As usual, there is another, lesij f1atterlng, explanation . for these 
, / 

marked dtff~~ences: Il a halo effect, which 
1 ~J ~ ~ .~ \ 

rater) • ~'~~S 1s a particularly :t:mportànt 

influences the caàe' writer :(oro 
1 

pottpti~ shortcoming of our 

rese~1:cit. because the majority of our case studies were taken from Fortune 

magazine., The, cases tend t:0 be presented in a dramatic manner and usuaUy, 

.thé ~u~ho~'s 'alant' on a' particular company 1e qu1te decis1ve and con$1stent. ' 
\ - . , 

It' 1a possible tb4l.t! the writer might be unusually sensitized -towards the 
• ..;- f." ... 

',sood" or the 'b,d f feature~ of a firm in order to explain the notable 

succes8 dr fà1luré. If a company has performed in an exemplary fashion for 

seme years t :1t 1s plausible that the case wnter looks hardest for the 
y\- ... ... 

st~engthB of :tille firm and ignores many nascent prob1ems or ,i1Dportant weak-
;f' <.., 

nesses. . 

. In order to guard against ~iS possible halo effect (at least ta 80lIl8 

extent). we did check for' case .. ~l1d1ty by dUectly approaching several 

eompanies w;l.thin the semple. No evidence of exaggeration in a pOsiti-ve , 
or neaative direction could be fO\Dld (see (hapter 2). AlBa, intet'-rater 

reUability was, extremely high even though all raters were eonsciously aware 

, . 
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of the dangera of the halo effect. Another encouraging' sign was th~~, there 
" ;' 

were tremendous variations botb amongst successful ~d unBuccessfu1,~~ompanies. 

If thère was a halo effect, it would bave to relate main1y to intel~:lgence! 
rationality variables since th~se are the ~ly anes which discriminate 

fairl,. (but Dot a1ways completely) consistently between successful and 

failure coq,an.:1es. As we have seen, the corri!latlons amongst intelligence! 

~ationa1ity variables were quite bish. Th:f.s lende credence to the bypothesis 

that theyvariab1es are influenced by so. sort of normad.ve bias. If a 

firm macle the wrong decision, lt is easy to infer tbat they had an inacJequate . , 

intelligence system to' guide them (and vice versa). lt should be noted, 

however, that usually there were specific facts in the cases whic:h guided 

the scoring of intelligence variàb1es and that at least one c1us of vaxy 
l ' 0 

successful firme engaged in a rather 1acklustre intelligence effort. Also. 
, 

as we have seen there were ,excellent a pr:l.ori reasons for intelligencel 

- , 

) 

ratiortality variables to correlate stron'glr' ---./" 

Theae conclusions suggest mOTe questions than they answer~ For example: 

Why aN \m.suceessful firms faeed with such a rapid~y chang1ng env1ronment? 

Did th.1s just h"ppen fortuitously or di'd it have something to do with the 

behav.lor of manag~nt? Which types of success.fùl firms tDU9t score bigh 

011 most variables ta be profi-table? What types cm afford to be lu in 

certain areas? The analysi$ proceeds. 

Standard Deviations 
o f 

'Pte sUndard deVi.ati011s shown in "Figure ~5 revea1 :lmportant differences 

between suecessfu], and failure sub-samples. 'lbe a' s for failure firme tend 

to be much larger. J)uccessful companUs fit a ti8hter t template' of possible 

scores whel'eas failure firme have more range in whd.c:h to fa,ll. . Perhaps then 

the path to âuccess :ls a relatively narrow one. Also, there may be an array 

of disëases which are quite different frOID one another that plafU' unsucœas

ful·corpol'ations.· Note that diffe:rences '&mongst standard deviations are . ' 
prominent for organizational and strategy making' variables, but !!.!a!. for 

environmental or success var:l.ables. 'Ibis lende strengtb to the hypotbesis C 

aince there does not seem to be an invariant dischpancy in the data whiclt may 

have been due to some systematic error. 
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Spearman Correlations c 
. More interest1ng differences between successful ~d unsuccessful , ~ 

compan1,.es are brought to l.ight by the Spearman correlation matrices. The 

most significant (p value, l( .01) r's are discussed. ~irst for succ:essful, 

then for fsi1ure sub-s8Dp1es: A comparison of the two sub-samp1es follows 

the cœrmentory on the individua1 correlation matrices. 

Sucœssfu1 Firms' Correlations:" Introduction 

Table 3-2 represents ~ abbreviated descr1.ption of the co:n:elation 

matrix for suecessful firme. Dots represent positive relationships whUe 

minus-signa. represent negative ones. Only relationsh1ps with a p-value 

of lesstthan .01 are shown. (Circled sytlilols represent.' p-values of les. 

, than .01.) The' matrix i8 divided into the same nine sectors as was the 

correlation chart for the total sample. The discussion 1s organ1zed 

according t~ the important sectora. The mcO$S gnificant relation-

ships are portrayed in Figures 3-6 to 3-8 respec vely. ' 
, , 1 \ ~ 

, 
~ ,J~" 

Suceessful F1rms' Correlations:. Organization an v1.ronment' 

~igure 3-6 indicates that there is cOJ\si~rable 88sociation between 

organizational and environmenta1 variables ~ There are also strong inter-

~ relationships within environmental and organizational categories. Starting 
\ , ~' 

with intra-environmental correlations, past conditions of dynamism, 
• • 

hete~geneity. and hostil1ty are rispectively correlated .. vith ~cu~rent 

conditions amongst these variabies. ~U8 there is seme contiD.u'tty in the 
,f' .. ~ -
nature of the environmental change ~ich takes p1!lce. 'rransitfon is more 

l '1 

gradual sinee the present ia related tOI the pasto Current dynamism and 

hostil1ty are re1aœd~ perhaps becaUse c9Çetition, cne aspect of hoatÜity, . 
, .' ~) 

giveè rise .to th_~ need for change in techno1081 and product design. 'lh,e 
, \ 

latter att,ributes faU into the realm of dynamisme There are also relaUon-

sh:lps between dynam:1sm and heterogeneity scores. To, the extent that dyn8m1am 

prompts . the introduction of new ~oducts and entry 1nto differimt mark~~~ 

the environment ca become more beterogeneous (Chandler-, 1962). 
\ , -

Associations between envirœiaental and organizational variables are \,. 

plentiful and strong,indièating a quite adapt1.ve or.l.eutatiœ. Paat and 
~ , 

/ t 
• 

'2 r ! - • .: .. ~ 
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current dynamism result in attempts to cope by' employing skilled technocrats 

to help in processing informa
o
tlon and formulating innovations. They also 

cause managers to del.êgate -more. authority to lower levels because of the 

~creasingly complex adm1nistrati. ,!e task. Current dynam:lsm results in . 
more open communicat:1.œ networks so that. a more difficult information 

'processing task can be handled. Current\'1los,..ti1:l.ty has_ the same impact upon 

delegation and communication as cur'rent dynamisme This:1.s not surp'rlsing 

•. ~ the link between dynam1.sm and hDS~lUty (Thompson. ]96 n . 

FIGURE 3-6 ORGANIZATIO~-ENVIRONMENT CORRELATIONS: 

Envi ronDEnt 

Past Tamism 

. * SUCCESSPUL FIRMS 

Organization. 

Resource8 

~--------------~LTechnocrat:1.za~1~ 

Current Dynamism ;;;.:;....----~Ii"_-; Delegation ':---..l(~-::::;jL ____ __ 

t Past H~~til:1.ty . ~ , 
., àJœrunicat:1.on ~ 

, Current Hostil1ty ~cann1ng 
r~ 

Con troIs 

. _C~flict 

P~t Beterogeneity --... -----~D1fferen~:l.ation ..... / 

Current Heterogeneity ____ ...... ~_'>~ Team SPir:l.t?, 

* For aIl figures, arrowheads represent hypothes:1.zed causal d:l.rections, the:1. 
~sence indicatee we haVe DO réasOti to favour sny causal direètion, snd (
indicates a negative correlation. 

o 

En~ronDEnta1 heterogeneity causes increased organ:1.zational different-
, 

:Î..ation as company euh-units DIlSt "adopt characterlstics which arè suitab1e 
~ \ ;;J 

to different products, markets, and, funct:1.ons. Hetero~eity increases 

the cha11en~ and difficulty of the manageant' task, and, sfter a while, 
" ,/ ~ . .,. 

more delegation t~s place and more soph1stic~ted control systems arè 

establ1shed to monitor deœnt:ra1:l.zed opera~ions. Beterogene:f.ty may entail 

a more diffi'CUlt, thoûstlperbaps less urgent admi.nistrati,ve prob1eîn s1n~ 

8uccessful campanie. are slow to adapt to-this elemeJt,; Note that the 

.. 
./ 

.. 
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organ1zational variables are correlated with past rather than çurrent 

heterogeneity. Perhaps this ia because organizational fragmentation 

causes a deterioriation in team spirit and so it takes a whi1e to ' . , 
get the cooperation necessary to effect orgapizationa1 change. 

ther~ are some interesting ~e1ationships amongst organizational 

varl~le8 as weIl. the level of technocratization seems 'to be 

cont1pgent upon the avai1abi1ity of reaources with which to,hire 
" 

and é~pport a demanding staff of, ,protessionâls. Engineers, account-

ants, 'and 1awyers don' t come cheap and oftèn require a substantial 

,expendlthre for non-salary 're1ated staff, costs (R&D, computers, etc.). 

C9nflict amongst members and/or sub-units of the orS~i~fon clearly 

serves to dramatically impede the ~ooperation and trust tÎeeœd for 

effective de1egation, communication, and team spirit. 
1 

Also, some , 

scanning aetivity may'serve as an 1ncentive to sèt up bette:r c01lllDUn:téat-
Cl , ~ ~ • $_.?''-
ion systems sinee, as importan~ infûpmation is 

'\ 

gathered on the external. 
, " 

environment~ the need to eOpmÛnicate tq!s data to \decision makers or 
o 

action takers becomes more o~vious. Deiegation ~180, creates the need 

for more communication sinee eenter& of p~er must remain in ~6ueh to 
" r/' , 

coordinate and integrate efforts. No longer is' thé unilateral ed:1ct 

from the top a~uate for tllE~se purposes (Galb,r~~h, 1973). 
'.". , , ~ ~: ' 

Successfu1 Firm Correlations J' Organization and S_,:r~tegy Making c, 

, 
Figure 3-7 portrays some of the key relationships· between organ-

lzat~na1 attributes "and tly! styles of strategy ~g which take place. , . ; 

Particular1y pr~ent are che relationships amon~~)'~rganizational 

'intelligence and strategy making sensitivity. ~t;~.1s f1ag, situations 
! _ '{~l.,( " 

which ~eq~Jire 'further investigatio~ {analysis) ~.:":t~" :...scanf,;!.ng and 
j" ... h ..... ~:\.- • 

effective internal communications resuli'tn greate~:-' l~~plex~ty and 

adaptiveness as- l!feli as a more ana1y~~iii' '~rien~at~on. The- g{i~he~ing 
, ~ 4t"~ ! \ ~" 

and dis$eminaticin of relevant informâtion in e"sence l, prompts more' 

.' considered and adaptivè j'ldgements which r~f1ect the \ mos~ imp~rtant 

points of view. 0 Delegation of authority a1so facilitates analysis ' 
" 1 

sinee those most familiar with a situation (members of boundary- ' 
, ' 

SPsllOing'units) can malte the decisions themse1ves an~ h~ve t'ime to examine 

its repercussions. !feanwbile "top leve1 executives ake lEiss pressE!d 'fo~ 
1 ~ 
l &.~, , 
l '. -;;-
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, ~ 0 

'1time aQd cao,therafore devote more eff~rt to deta~led analys!s of 

i.portant prdb1ems and iS8ues (Thoq>. J 1967). 
'/ 0 

Ie.ource availab1.1ity makeEr problems 1e88. pressing and allo1Ïs -: 

for the re,cruitment of indiv1.duals who have thè ability' and t11118!" to' 
i>. ('" • tJ .. 

devote to buil.ding up their ex~ertise of the environment. The l1.nk 

betveen ,-diffe~tiation and analysis 18 somewhS:t .... more pjlzzling. -l'erhap .. , 

A 1t' reaults fram the fact that highly d~fferent1ated fi~ tend. to be -

, " iarge 'and that . .dl1!re 1.s a tendency for lar.r c~anies ta perfont more 

" , 

, .analys:1s liefore making ~y ~ub8taotia1 coaDitliient of funds. Anotber' 

reason migbt be that differentiation brings out d:Lffe,:ent points of 
b .. "1. '" . vi,=- in the deds10n maldng pr~ess and ,atte1lipts at reconciliation 

prompt a doser investigation 'of t,he situation.' () 

./ 'When power i8 éentralizec1 in the bands of an entrepretleut, be cau 
Q 

.tak.e whatever actione he deems nec8ssary to xun the fira ~wi th out aDy 
, . 

interference fram conservat~ve cohorts) .• R:isk taJdng and proactivenes~ 

,-- b'e.come 1IlOre ;easible. Technocratizaticm. facÜit~tes proactivenesB B1ne~ 

'product-1D8~ket innovation pr,oceeds more sDIOoth1y Vith the availabllity 
j IJ ~---- - ---

of s1iill~ pro'f~ssi,onals. Aleo, conf~ct 1:mpedes the 1nt:egrat~ of 
" 0 

efKo~t anèl .. ,th~ whoÙst::ic nature of strategiès 1.8 eroded. Finall.y, confl:1ct 

reduc;s ad~ptive~e8s as managers respoe,d more ,according to their polit~cal 
'interests than the needa of the envirooment (Lindb1om, 1968)., 

• 'J • 

'Suceessfut F1.rm Correl.tions: Stra~egy Mak.1ng Patterns 
" 'j.. ... • l' "., 
l'be final s~t of Speanum Corre1at1ott8 of successful f1.rm variable 

scores are 'ri'hown in F~gure 3-8: 

.' l'bere appear to be tvo 'constellaUona t of variables. ~ith1n each 
\~ 

.. of thes_ groups of variab:le8, interrelat10Dsh1ps are very 'B1gnifieant 
y • , 

statistically and also quit~ p1ent1.ful. Ve caU tbe f1.ret grou,p the 

" 'lat1onality-SeJls1tiv:Lty' constellation and the second the 'BoldDeas-, 

InnoVat~ôn' 'constel1ation (see Hint::zberg' s 19 73 two re"l~ted modes). . 
~ 

\ • / 1 

fDteara~ioD • ..u~ip~azi~. _ ocIaptb ....... ,:, Ana1yoia _ .... œ .. 

l'be ratioaal.1ty group include~ the d~.JDtIl8i0D8 ~f analysie, expert1.se\ 

.') . \ 
.- ': . 
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multif'lceted and multiplex... judgements as more perspectives are 

exam:1ned and more dec1sion malters get involved. Multiplexity 
Jl --p 

- trigsers more of an awareness of incongruent points of view or 

tact:1cs and :1~resses'upon dec1s10n makers the need for integration 

of a'~b-strategies. lt also ensures that the complexity of the 

env~ronment 1e mirrored in, the conceptual1z~tions and operational 

decisions of etrategiste and t~ereby increases adaptiveness. Industry 

expertise and a well integrated, intemally harmonious strategy a180 
, 

facilitate adaptiveness. It seemB that 1ntegration :ts a direct 

funetion of initia~ strategy success'(or vice versa) sinee there1is 

l1ttle need to disrupt a consistent orientation with incongruous / 

~ncr~mental changes. Were const~erable changes necèssary bécause of 

inadequacies in earlier strategies, tt m:1~t be different. If ft is 

true that strategies are successful because the y are 1ntegrated, th en 

the reverse causal directi~ would hold to the e)(tent that 1ntegratiOll . 
scores have. been high for a 8ubstant!al pedod of t'ime. 

The 'Boldness-Innovation' constellation of variables includes 

'variables of product-market innovation, ,proaetiveness, futurity; risk ". , 

talcing and t~aditi:0ns. The causal directions are particularly tentative 

bere sinee variables seem to have to eoexist. Bold innovations naturally 

imply greater risk taking and are likely to oecur in eompanies which 

have assumed a proact1ve competitive posture. Being "the tiret at 

~ometh1ng usua11y . requ1res more risk takiug and it 1s natura1 for such 

types df firme, if they are successful, ta pl~ long in advance of tbe 

commere1a11zat~on of an innovation. Traditions, almost by defin1tion q 
cannot be too prolif1e or rigid,or proactiveness (and analytical activity) 

wi11 be stifled (Normann, 1971). 

Unsuccessful Firm's Corre1atious: Introduction '. 

i /', 

Table 3-3 describes the signifieant corre1ations amongst the,31 "'", 

variables for unsuccessful camp anie s • It is ta be interpreted in the 

same manner as Tab1e 3-2. 'l'he analysis of the ' failure' correlations 1s 

d~v:1ded iuto four parts: environment-organizati6n, environment-strategy-

1II8Jdng, organization-strategy making, and strategy-making. 
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Unsucce8sful,Sample: Enviro~nt-Organization 
1 

J 

~ There ,eèmS to be only 'il very tenous r~lationship between 

~\ organ:1zatr-' al dnd environmental classes of variables. Figure 3-9(vs. < 3-6) 
~\ t " illustrat s this dranatica}J.Y. Dynamism and hostility 1evels do ~ 

t \ ' c seem to ~hf1uence the organlzational structure or tbe inteliigence 

L- system. / The orientations of f1rms appear to be independent of current 

-----en'-vi-r-on+nta1 conditions. ~lle- the -~~gan1za~ion does t adapt' 

o 

somewha1 to heterogeneity, it does so be1atedly. Delegation \of 

authorifY only increasee as a function of past heterQgeneity, probab1y 

becaus~ 1 administrative task complèxity has become overwhelming to men 
i 

at~ the top. Differentiation increases a1so with heterogeneity but 
1 • 

this mi~t be a de facto rather than a purposive phenomenon. For 
\ 

Sfamp1e, \ if new divisions are set up or if new firms are acqu:l.red, it 

is na~ur~l for task and lhanagement style variations to grow more 

subs~anti~. 

\ ' 
If we\ examine the re1ationsh:l.ps amongs~' only, environmenta1 

variables, \it seems that past dynamfsm and bostility scpres are not 

related to ~urrent dynamism and hostility scores. A discontinuous 
\ < 

change in th~ en\1ironment 1s, it seems, quite possible. Otber relation-
\ 

ships amongst\ environmental variables are 1ike thos~ for the successfu1 

samples: hose1lity increases dynamism, wh:lle dynamism increases 

heterogeneity. " 
, \ 

Tuming ta \the relationships amongst orgsnizational variables, we 

note that delegaUon of authority for routine decisions i8 inversely 
\ 

corre1ated with ~\entralization of strategy-making power. Autocrats in 
- \ 

unsuccèss-ful _ ~irm$" are especially dangerous since in addition to boarding 

power they are'&.1:lk.t!ly t.? overburden themse1ves vith the minutae of 

administration and '108e sigbt, of the important issues. 'lhe intelligence 
"'--

situation 1s also d1smal in that ~Ôntro18 aJ;e a (unction of organizational 
. ~, Il 

vea1th and tèam spirit rather than environmental uncerl:a1nty. Effective 
(l' , 1'" 

C01IIIIUQ1cation 18 hindered by conf1ict whi1e Inadequate scanning provides , 
11t,tle' 1ncent1v:~' to 1mprove 'th1.s situation (Hedberg et al, 1976). ; 

\ 
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() Unauccellsful Sample: Environment-Strategy.-Mak1ng 

While for successful firDI/J. the énvironmerlt influe~ces the mode 

<If strategy-malc1.nf via 1.ts ;f.mpact on organ1zat:l.onal variables. bere 

the opposite ls sometimes true. Figure 3-10 shows how innovative, 

rteky, proacuve,· ~ futuris~ic strate~ies may increas~ ~Vir~nta1 
_____ -.::bet'ero$eneity. ~example, new product introductions, aggressive 

marketing, snd~bold acquisition programs may lead firme 'into nev 

segments of the ènvironment, th~reby increaslng heterogeneity, , Strictly 

8pe~;l.nËowevar. it .hould be ';"ted tbat ther", i. an i_nant e1 ...... t 
of reci rocity in relationsbipa between env1ronment~ dimensions and 

strategy ing. In the long run" strategies detetÏn:f.ne which environ-

'0 

. 
mente are entered. In the short-run, strategies must be responsive to 

env1ronmental parameters (Chl1d, 1912)" , 
~other interesting point is tbat past dynamism 1uf1uences strategy 

mak1ng Bdaptiveness, multiplexity, etc., while current dynamism does DOt. 

The' firm is more respons1.ve to circumstsnces which no longer prevail than 
. . \ 

to those which now characterize the extem~l setti~g. Slugg:l.sh adapUve-

ness seems to be a re~ problem (Miller \ Mintzberg, 1.974). . ~ 

Unsuccessful Sample:':- OJ:ganiz.ation-Strategy-Making 
!fl ' 

Fi~re 3-11 is reminiscent of a mase of spa&hett:l. or an Indian var 
'10. r.:'~ ( p ~ 
. ~~t~\.ows flying everywhere. The number of sign,ificant intercorrelations 
.':"o'!i' j " .,. • 

~à verY g;eat. Rather th.an discu8s'1ng each relationship seperately 1t 

will be more useful and parsimonious to ,diseuss the nature of tbe phenomenon 

wh1ch gives rise to the relatio~sh1p8. and to highlightthe most important 
~ .? 

causal influ~nces. 

" The three in~elligence variablés of scanning, controls, and .communication 

are associated with mOst of the 'Rationality-Sensitivity' elements 0.1 
etrategy-making: . adapt1veness, Integration. mult1pl~ity, expertise, and 

CDnsciousness of s!:rategies i If we view the abseuee or in~equacy of one 

of the e~ements of intelligence as a pri1ll4ry cauée for a subsequent and 

1IlOre widespread pathology. 1t i8 possible to explain tbe proliferation of 

ft 
. \ 

l' 

;~ . J 1 

. 1 ! , ' 

l' , 
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high correlations. In describing our model for the first R factor 

from the factor analysis of the total sample I(N-8l) we showed how 

'administrative rationality' could bé thwarted by any weak links. 
l 

Tht'1s scanning defic1encies might, for ins,tai'tce, lead to low -expertise. 
k" • 

less analysis. maladaptlve dec1sions, etc:" .Similar pat.hol,?g1es aight . 
" result from the lack ~f controls, restrictivé communication networks. 

organizational conflict, etc. 

~ The fai1ure of initial strategies sODlBtimes results in a state of 
~ . 

seige atmosphere 1n wb1ch l~tt~e authority i8 delegated down the line. 

A rig~dly hierarchical chain of command is followed. The excessive 

centralization of power ta përform both strategie and operating taska 
~, ' 

1nhib1.ts an~ meaningful deli'tierat1.oP· of 1.ssues si~ce top mànagers are 

~verly pressed ~or t1.me (Hermann, 1971). 

Causal directions are bèlieved to be reversed à8 risk, futurity. 

and proaetiveness lead to orgàId.z,at'i,onal ·differendad.on. As new producta 

'are 1.nt~o~uced and different markets ~re entered, there are greater 

chanc~s for d1.vers1ty in organizat1onal onentations, credos. and\ pulctices., 
Il' 

Ut'lsuccessful Sample: Stt'ategy-Making' 

Figure 3-~2 discl~~ ~othet' very densel,. populated array of signi

ficant correlations. St~a~egy making qualities are htgh1y ;lntetdependent 

for unsucce~sful companies. Again, the,dynamic nature of pathologies i8 
"-

suggested. 

with1.n and 

Recell that there wére Jmlch fewer signifieant intercorreladons 
, , . 

aeross the variable categories 'of oJ,"ganization and strategy-making ~ 
, ~, ", . 

for successful companies. If wf! look at' some relationsh1.ps in 

~e two aamples, the underlying causal ~attern b~comes a little 1IlOre clear. 

~i~hout adequate Integration or, decision making mi11tiplexity, !t 18 difficult • 

'to iÏnagine how strategies could be adaptiv'e. Si1llilarly, wlthout nsk 

taking, there would be little latitude for.innovation or proactiveness. 
, < • 

In eontrast; for succëssful f1rme. h1gh integrat1.on scores a~ not neeessarily 
, . , 

lead to a more adap~ive strategy nor mst risk t,k;f.Jl.g. result 'in more 

" successful pmduct-market innovations. This might help eXplain the relative 

, pl:'eponderance, of cqrrelations for failure. firme • 
. ' 

, ~ /.: .. 

• i 
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The nature o~ intra-strategy-making correlations are s,imi1ar for 

both sub-samp~e~ and the RationaLLty-Sensitiv~ty and Boldness-Innovation , , , 

ccnifigurat~ons do seelll to exist for unsuccessfu1 comp~les~. For 

exemple, the lack, of ana1ysis prompts shorter time ho:r:itonS" and impedes . 
the deve10pment of an expli'cit and cooscious strategy. The lack of a 

clearly defined strategy hampers the Integration of diverse. piecemeal 

orientations, and low 1DUltiplex1ty limits adaptiveness Binee a number 

of relevant perspectives or dimensions are neglected. 

, For the Boldness-Irtnovation constellatiop. it seems that rlgid and 

,'widespread traditions re~uce innovation, risk-taking and proactivene8s. 

Low scores o~' these latter variables impede adaptiveness and this la 

, an especiaIly severe prob1em when. one considera the rapid rate 
, . 

of environmental tr~sition (Hedberg & Targama. 1973). 

çomparisan lof Spea= r' s for Both Sub-Samples ' 1 
There are two 'k'ey differences between the correlation matrices ofl 

the successful and ~nsuccessful sub-samples. Firstly. in the E-O sectfr 

of the matrix, successful firme have by,far the great,er nuiDber of 

signifièant corre~ations, particularly those relating current environœental 

to organizational factors. .Unsuccessful firma do nat seem to adjust 

organizat'ional attributes to existing conditions') in the environment. 

are less' adaptive. 

They' 
\ ~ 

1 

The second major d~stinction is that orgâ~izatio~~" strategy-mak~ug. 

and O-SM carre1atioÏls are more significtmt and abundant for unsuccessf~l . 
firma than for successful ones. This was exp1ai~~9. __ i~1 the pre'rlous section. 

, - / 

We arlfnow in a better posi~ion to explain the pro1~eration of 

sign:1ficant ~'s in the corr"elation matrlx of tbe total (N-Sl) sample •. : ' 

There are a host ofèo-requisites to the success o~ an ente~r1se. Thel 

acbainistrative~ task must 'be brqken up in a manner that all~s executj.v8S 

withl the most expertise to make decis:1ons regarding their, jurisdictiC?IlSi 
" ~ 1 

Top level peop1e,must not be oVerburdened witb trivial (or even s~rategtc) 

tasks. O'rg~izat:10ns must scan their environment~, controls must prov1~e 

.' 

~
. 

, , 

," l 
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, <, 

information or important _performance trends, and a sensitive and open 

internaI cOmmunication netwon abould ensure tbat critical information 

goes to the concerned employees. Ample resources are of course necessary 

to construct md maintain SOlDll! of these organizB;tional features 'and_ to 

carry out compmy plans and day to day' operations. In addition, decision\ 

~A..I.u.g styles DIlSt be sucb that complex issues are weIl" analyzed, tbat 

ertise ttom different points of v1ew allow f~r a~quate multiplexity, 

that relevant and rest..on~iv~ (adaptive) to the env1ronment, 

and t decisions complement ratber 'tan.confllct with one another. \ 

Each of tbe factors Just mentioned are more crltical and must pe better, 

developed as the ,environment ,becomes more dynamic, beterogeneous, ansl 

'host:lle. It is not so surprlsing then, that sucœssful firms tend as a 

rule to score fairly h1gb in 'all or most of the o'rganizational and 
, - 1 

decision style variable~ Just d1,lcussed (~ompsont i1967; Ansoff, '1965)'. 

Uns~ccessful .corporations en the 'other band t~nd to sCQre 10lf. on 
, , l. 

the major! t:r of. tbese variables. The failure to galther organizational 
D \ J~ 

tntelligence by the 1,JSe of scann:l.ng and control pro~edurea may have 

detrimental ·repercussions on many of the eleme.nts of dedsiOLl ·stylé. 

, Poor intexnal cOJlllD1mication, little de~gation of atithority, a monolithic 

."..strategy maldng apparatus and inadequate resources migbt also have many , 
« harmful aide effects. As 1s ,the case with most organ!l.c pathologies 

the collap'se of one. support system tend" to induce the weaken:l.ng of 

g organs. Thus, in \ a • failure' firm 1t is, rare fO,r an inadequate. 

gence,system to be coubined witb an adapt;ive mo~ of decision making. 

larly the absenœ o~, eues fx:,om scan~ing or, control ~v;ces will reduce the 

. llhood that important issues will be analyzed. ~e ~~ influence w1l~ 
~I ~ l' ~ ' ... ~ 

·~·ô. inhibit: the development of industry expèrtise. Ex,*~~ power c~'tral-

ization and 1JaBager delegation of authority cau reduce th~ ·~ltiplex:l.ty of 

decis:tons stnce only a unitary point of ~"View may be brought to bear. 

B~c~e the path.to success ~ars (usualiy)',~o b; a narrow on~, 

successfu1 firme have many high SCOleS. The fa:l.lure, of the fira to adequately 
t ;' t ' 

perfora certain ,functions leads to 'silures in a -hast of otlfer realms ~ 

and so miauccess~l firms have' a l,~t of low score~l The op~~ na~w:e • 

of the two cCJl1stellationa on many dimensions, cOuPle~th the considerable 

inter-group sçore r8l1ses invol~~, p~~ ~the ,b~iB for~ry ~at nunil~~ 
of 8:tgnif1cant corxeiations.' 1 ~ _____ _ 
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\ 
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A second possible explanàtion of the prolif:lration of sipif1cant 

r's is far Iess flattering to the" reseafch. It :lnvolves the cortc~ptùa1 
~ ~ 

o ~ 

sim1lanty amongst certain variables, and the inability in some 
1 () ~ • ..' 1 

instances to r4te sep~rate variables using distinct facts from the 
l , 

casé. For ex~le, occas ion ally , nothing is directly said in a case 

stCldy that dèscribe~ th~ sc~ing or "nitoring procedures use,d. 

Pèrh~s ~ however an example :ls giv:en of ~ cri~i~fdent in which the 

firm becomes aware :ln good time of' a kef trend ~is; able to act '" 

approprlately in response. In the instances w~ere ~~ ~t cléar if 

the' informat:lon had been gathered by ~ceptional scanning of the outsi.de 

environœnt and/or by the uSé of a routine inte~ai ,monitoring system, 

both scanning 'anq monitoring va,;-iables ~uld re~eive 'high scores. We 

shoupld emphasize however that this sort ~f blurr:lng wàs ciû1t~usual 
---

and that ratera tended to have c~fi.denoe that;- they had scbred variables 

indepéndently. Where explanations for S'cores were requested, .supporti.ng 

argumen ts were usually strons, and ce.lled upon a number of -facts directly . 

related to the variable in question. -

'lb~re is sup~r~ ~or ou"'; c.o~tentiOll that the first explanation is 

more relevant· than t~e second- in 0 that the numb~r of significant 
• ., _ , to, ~ 

cor~elati~ns is subs~antially reduced in coneidering ~succ~ssfui "~d 

successful sub-samples separately. 
• '1 

R-txpe Factor Analys~s. 

We uoted certain distinct groupings of hi~y int.ercorrelatéd 

variabl:es in the Speanum matrices and thought it~ mglit: be in,t:eresting to 
lt a ' • 

determine if seme of these variables could be col~ap.sed intd a smaller set 

of more pars:imonious factol:s. (Pugh et al,' 1968). This was poksible. as ,it",- / 

turned, out. and the :tespecti~ factors for .successfUl and un8ucce~sfu1 \ 
.. . " \ ' 

firm. a:te often quite differeut. • "l'he d1ffereÎ1ces provide a fu;-ther basis ' 
; , 

.for diàtin~shing between the two sub"'samples. W~ attempt to explain 
, , 

the nature of the factors bel.ow., 

~( 
, ' 

• 
\~ 
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• .. 
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Successf~_R Factors 

, 

Fl Organizational Diversitt\ 
\ 

Past and current beterogen~itYt differentiation, and the absence 

of industry expertise load highl.,.,,on tbis fiJ;st factor.. r0861.bly t~. 
1 , , 

is because when firms enter a dlversity of. envirolJ,Jnents, the organization . \ 

beco:mes more differentisted to cope Vith d;1fferent sub-segments of 
, . 

the èxternal· setting. The top dec1sion 'lD8kers of tbe -fim s:Lmultaneously .,. , 

become les,s expert ini their lmowledge of the environment because of t~e 

greater complexity. l' 

External Intelligence 

Scaruûng. decentralization. adaptiveness. i~teg~ation an~ lo 0 

multiplexity are c~rised by Factor 2. 'l11e relatiOnship~ hypothesizea \ 

are as follaws. Scanning the environment identifies import~t t~ , 

wbic.h influence the performance of 'tbe flm. '!he grea~er thtb de

c:entrallzat1.on. the more individual managers at lower levels will scan. . ~. 

The greater tbe ,percentage of the workforce inVbl,!ed in séanning, the 

hlgher tbe scan'ning ,score and t~ie greater the ..incentive for managers to 
/ . 

get togetber to discuss and jointly deèide upon important issues. The 

joint decision makin'g fac1.1itates multiplexity in the sense that a 

nWÎlber of diffe'rent perspectives are brought to bear on the 'decision • 

Integration 1.s enhanced 8S divergent directions are brought out in 

group meetings andl.p~essure for reconciliation em~ges. Adaptiveness 18 

fae11itated by. lfCanning, multiplex1.ty, and decentral1zation. 

o F3 Product Strategy 

Innovati~ t~sourc~ availability, technocrati%ation. and the'. aba~œ 
~-" . 

of '~ast bostility lOM bighly on il 3. ' Firma tend· to dev~te more effort 

ta. product-mar~t innovation .if tbey bave ample resources ,and a vell 
Il! 0 

developed team of technocrats or professionals. lbus, innovation is 

, atteupted wen there is the greatest probabllity of success ' th-u 
., .. ~ h 

to sUl1ed' peraamt!ll8Dd ~le f1:nandal and physical ~acil1.tiea. 

jÎ 

• 1'4 'l'be Envi1!'ODant,a,Tll8k Str:ucture llel~ionahip 
-

Pat and .current dynaal •• and boatility'.aa4 de~e.ption of au~orlty 
~ ~ 'j ~ , ,'1 f::.,.f ~~' " , • 

lOM higbly on r 4. 'M_ the enviromlent be~ ~_e '~~lenging due to 

dyn.eatBa âgd hoatUity,,' the ad1ldnl~tratlve tasb are handlect bt' deleàatina 
, . ' 

" 
, .' 

". .' " " 

T 
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" " 

more authority to lower and m1.ddle level managers. 'l'his reduces task 

èomplexity for top exeeutives who 'èantinue to administer the 'big 
l, ~v 

picture' • 

Ys Sueeese 
.' 

Past and eurrent corporate suc~ess and the sueeess of P4Pt 
, ", 
stra~eg1~.;'load hiA!tly on FS • '11tere is a close relationsh:1p betveen 

the 4tiU,iy of past strate'gies, and the paat and current SUCCeBS of the 
'~ 

f:1rm. ' 'l'his factor mainly serve~ to highlight the cantinu:f.ty of succe'ss . 
and the fact that few ~rupt failure-to-success transitions occur. 

~ 

Y6 Aggressiyeness 

Proaetivenes8, risk tak1.ng~ the absence of traditions and power 

centralization load highly on F 6. Suceessful companies tend to be more 

proacti~ and to talte grea,ter ri,des as power becOJDes-llOre centk'al:l.zed 

and traditions fall by the ways:1.de; Few :l.nd:1viduala tn a firua are 

s~fficiently influential to prevent a powerful entrepreneur from taking 

bold riaks. 

F8 Internal Intelligence" 
.-

,..' . , ' 
The abeenae of conf1ict, controls, c01lllDUIlicat:ion and' analysis load 

h:1gltly an F 8. The flow of inf()rmat:1p~ in suceessful fin- 18" fac:11itated 
, , , 

by appropriate and sensitive control syst~J- and open, two wl1'J couaunic.at-

ion systems wh~~h are unimPeded by organiz~tionai po:Utics .(confllet). 

Information which goes to managerlal personnèl oftén prompts them to 

initiate furtber analys:1s of, trends' 'and issues reported. 
,p Il 

Beme1li>er tbat 'uccessful factors hoa been l~rply CODstrued frma 
.;'" ~ . "" . ~ . 

scores which~are he_vily biased tovard the high end of the, scale (4-7). 

They ref]..ect tbe ibterrelàtionships amongst variables ,vh:l.c:h are 

particularly :l.ntegral in succe&sful compan1.es. lIfow we s'hall look at the 

otber s:l.de of the 'toin: the inteiTelationsh1.p~ amonpt vadables vbicb 
," 

occur for WlSuceessfu1 fima.. 'l'he reade~ sboUld- bear in ~ th.t IIOst 

of the structural snd decision 1II8king variable scores oc:cur on the 1-4 , ' . 
range of the sca1e'.' ~ 

\ 
\ , , • " 1..,<' 
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Unsuccessful R Factors 

FI Organiza~ional Diversity 

Pastdynamism, cu~rent heterogèneity, differentiation, product 

market innovation, proactj.veness, risk and the absence of tri}dlti'ons , . 
lo~ highly on FI' Rather than attempting to diversify gradual!y 

some un$uccessful firms very aggressively pursue an expansionary strategy 

~hile othe~s remain compIete~y stagnant. This tends to be a function 
" 

of past environmentai dyn~ism. In fO%'merly placid envir.onments, 

higoly traditional and conservative strategies are pursued and there 

18 virtu'al1y no attempt at diversification. Where dynamism has prevailéd 
~ 

in the past, aggressive and risky product-markei: innov.ations are launched. 

A proactive stance is assumed- even though firms- may lack the capabiU.ty 

of safe!y carrying out this strategy. What is more, current énvironaental 
\ ~ " , 

heterogeneity increases as new markets are broached and organizational 
~~' , . 

differ~iation increases. (These hypotbesized relationships amongst 
" 1 

these Factor I variables derive in large part from an examination of 

unsuccessful fiim's actions over time. Without referring back to the 

original accounts interpre~atlon wou Id bave been particu1axly difficult.) 

F2 Internal Communications 
,-

1 

The absence of conflict, and the strengtb o! team sprit"and 

communicatipn":"scores load higbly on" F2 • COIIIQJUnication in unsuccess'ful 

ffrms tends to be distorted, rèstricted, and mainly in a top-down . 

direction; -the distortion may arise chiefly as a result of tbe abs~~e 
~ . 

4 .of common objeçtives (low team spirit) 0 while the restricted nature of --- ""':'~. ... ~ , 

the system probably !lepves from the Iack oi mutual trust (mucb conflict) 

amongst execu'tives. 

F 3 ' . Leadersbip Styl~ \ ~ 

~ Delegation~ the absence of centr~izatiOn, t.chnocratiz~tion and . . 
,the past SUCU88 of· Gtr~teg1es load'h:tgbly on vj. ln un.successful 

comPanies, the IIIOre power for strategy-maJdng is centra11zed~ tbe less 

tbere ,i8 ttele~t:1Olt of aUthority for. the performance of routlne tub 

,to '+ower levels. When finaf are dOllÛnated by bQld ~tr~reneurs,' tbeae 

. -
'. " . 

" 

,. 
1 
1 , 
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men tend ta overburden themselves vith the·minutae of operations. 
"... ~-

They are forced as a resuit to give inadequate attention ta critical 

corporate decisions. Seldom do expert-professionals or technocrats > 

enter the decision making process. The failure of the firm's strategies 

in the past geems not ta deter th~ leader who remains free to direct 

J the enter~rise as he pleases,. 

F4 Resource Legsey ~~_z~ ~ 

Thi. i. an obvious factor C~g r •• ":,~oe avall';;ilitY and 

past 8ucceS8. ~ '" 

FS Organ1zational Intelligence 

-Sc8nnin~~ control~, c~nication, adaptiven 9S, integration, 

ana1ysie, 'multiplexity, fut>J.r1ty and success load ~ ly on F
S

' The 
1 

model already outlined for the Factor 1 of the tot~l S8 le ~dequately 

describ~~ this factor, The- essential theme 18 that -";my<w~ links in the 

illformarion processing 1DOdé1 of the fim gives rise to fu:~\\.::,~eak 
'-' 

links, .... -.."" 

F6 Environmental Turbulence 

The S<4gni.ficant th1ttg a~out this" faetol', which comprises on1y the 

variables of cùrrent dynamiSm and current bostl1ity~ i~ that it 1s 
.' . 

quite a1~e ~. in4~et\jfent of structurâl and decis10n maJ:'ing parBliieters. 

There are no si~!lC~_ relatlonships between wbat ls currenEl~'go~g 

"on in 'the env.ll'onment (in teru of dynSllism and hostility) and the , ' , 

organizatiOnal and operatlng chal'aetadstl"~! of the fbm. Rec.a11 that for 
'\ .J. \ ~ .... 

the successful firme, organizatjon4l an4 enviromlental vad.abl.es often 

Ioade4,hn the same fBCtor~ 

- " 

Key Differences Between SucC8ssful and Unsucceesful RXactors 
, '1 

. ~, 

Successful faetors al'e more plentiful" and explsiu.OR the average . . ~ , 
1 Iess vadanc:e than do unsuccesèful factol's. 'lbe discussion oÎ' .co1'relat:f.on 

~ d ..' 
~ ft ?","; 

. matrices vbich partray more'int~rcoTrelation amon"b variabl~ for 

unfuccessful f~m. chan far, sucee.sful ones ~lain8' why this 'saPt be 

the C4Se (le8. 1farlance asongst SUCC4!sstul COllP-,· variable sCDres). 
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Unsuccess~ul factors r~eal a schism betveen organlzational 

and decisfon Daking variables, and current environmental variables. 

The two variable classes 10acÏ' ~ distinct factors. Past environmental 

conditions, on the otber h~'t-"do influence organizational anc1 cJecisiC!n 

ing styles of unsuccessful finas. Oft~.an anachronistic posture 

is tR result. SOlDe dysfunctlon.al relationships reveal themselves 'in 

unsucces ui factors. For exampIe, centralization 1s inversely related 
> 

to delegati Innovat on takes place without regard to resources or 
~ -' ....... <!. 

technocratie sk ls. -

'Par the total sampleof 81 fira, mean .. coree on variables tended . 

ta c::1uster about the m:1dpoint of t:he sca1e. 'Hany scores ver~. sligbtly \ 

above ~his point, perhaps bec8Use o.f .the greater iILpaèt of cases vith 

unyrilgh-s-cores. EnvironM1ltal scorelf terfded ta vary the ~st froa the , 
scale midpoints since there vas a relative increase over i!me for.ast 

\ 
1 

\ 

firms ' in env1ronmental dynaJDiB1ll, hostility, and .heterogeneit:y. This' '';'" _ 

ha4 t:o be ré;fIect:ed in below and abave midpoint: scores for past and cuneot 
~ • " t 

clbiensi0ll8 respectively. Rating diffieulties eaused standard deviations • , \ 

for env1ronmental and suceess variables ~differ from those of the ot:her 

parameters. 

The Spearman corœlation matrix of the tata\, sample vas densely . . 
populated vith extremely sign1fieant r' s.' lt was hypotheslzed' that this 

eQuld have been due ta the teDêJency for sueeessfui fil'ltS ta require a lot 

of hlgb acores on many variables, whi1e unsuceessful fiillls could be aff1ieted 
, , ') -. 

_ by a pathology :11i whieh 'di.ease' apreads -as a re8ult of initial deficienc1es. 

The mast s:1gn1fieant r ' Il cODeemed organJ.zatit'mal intelligence" structural _ 
, 1" 

and 4ec:1s;l0ll "1ng rational:!.ty va.Jiabl... ana daonstrated :tGtegraill 
" 

relat1oPSh:1p. Jdtb:1n aa4 .cro.. these' eategc:JJ::lc •• 

" lia l .. t~ f.ctor 'analy.:1. rev.a1~ thet 85% of the variance 1A , 
the data cou14 " accou4ted.for by four factors: acbI1ni.t:rat1ve 

, 
.. 
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An interestiug pieture started to emerge vith the examination of 
<> f 

sueeessfui and unsueeessfui Bub-sampIes. Means revealed that scores 

of both groups differed allDost aeros, the board. 9f part1cular 

interest 1Iu<,.,t.bat envir~ts of UIlsuecessful eompanies had changed 

mueh DIOre dramatically over à five yea~ 'period. Also, while 
, ' 

sueeessfui firms had higb scores along most variables, the opposite vas 

true fgr unsueeessfui eompanies. The standard dev1ations >'of variables -. for unsueeessful firme vere almoet universally greater than tbose 

of suceessful firms along organizational and deeiaion making parameters • 
. It ~ , 

Perhaps the path to sueeess is narrow wbereas there are a nuaber of 

routes to fsilure. 

o 

Anotber, complementary theory, is suggested by the Spearaan 

correlation matrices for tbe two suh-samples. There are, for DIOst 

categories, far more correlations amongst var!àblea 1dr unsueeesafui 

firas than there are for sueeésaful fil'llS. One reason 1Iigbt be ~hat 

there are only minute .score ranges along iDany variabl. of 8u~eessfu1 

firms so that correlations hmre less of a ebance to emeorge. .An 

alternative explanation 1a that for, fa9ure compan:1es, one deficiency 

tends to lead to a goo4 number of others, ,~aulting in .any s1gnificant 
• ',; 1 

r's. For,suecessful firme, the existence of positive traits doe_ oot 

neeessàr1ly lead to other positive traits sinee there are a ser1ea' of 

quasi-1adependent hurdles to overcome before success cao accrue. 
" Spearman matrices also,point out that for successful eampanies, there 

are a, 800d numbe1-' of stt'ong relationahips betyeen current <~rQll1ll8tltal 

traits and organizat1onal attributes. Por UDsuecessful campanies, there 

, are no sueh relationships tbOugb ~ecasiODaU.y one cm see s1snif1cant 

links betveen p"'ast env1r~tal cond1t1oas 8Ild organ1zationa1 variabl ... 
~, 

!hwt. unsucC88sful CO'IIIPan:1eS'$SIOt 01111 face cba1len~o.g tbn'irOlll*lts wb:l.c:h 

have --elulnge4 aar'ücJly. th.,. &1so have not adapted to these. 
. r 

o , 

vexe sOMWhat s1m.la~ to those deri"NCI froa the 8IUIlys1. of the total 
c , 

• ..,~. ~re vere a greater """'r of .uc~ •• fu1 fina factOTS vh1dl each 

_plaiDeeS. 011 the _.1' .... 1 ... vari.aoce tb~ those of UDSUéceaaful f1~." 

Tbe f_er Cdn'elat~ __ pt v_table., iD the" suceeuful • .,1. _abt 
.' aceOusat for th:18. Araother dlffer.ace ". th4t OS' UlJhCe4t •• ful COIip..w,a f 

, ~ .. . 
eav1ro-..aUl .. ri_la 1o.a.4 0Jl 41.et:la.ct fac wher. :la the aaec:Meful 

~ '. ~ 

' • ..,le, è1I9troaaatd ad othe!: "arlûl88 could' ,oidtly lo..t hllfaly on tbe 

" 
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-, 
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nIE SEARCH FOR tORE REFINED 

The analysis of the tot~l sample rev~ led much lees information than 

that of the two successful and unsuccessful s.ub-sampJ.es. The sub-samples 

portrayed a mucb richer causal texture and as much could be leamed by 

comparing tbe two sub-samples as by examining each individually. We 

noticed that tbere were striking differences i~ the scoFes and rel~tion

shiptl of variables between successful and Unsuccessful f1rms. The question 
• J 

this suggested was--if the two sub-samples vary sa greatly from one another 

migbt there not be substantial variations within each group of firms'l If 

'success' discrindnates causal pattern" Yhy not oth~r varia1>les as vell? 

The greater amo~t of ,variance for t\u(. unsuccessful sub-sample aIso indicated 
. ') ~... . 

there 'vere se~t:a.l 'modes' of failure; quite different from one 
1 

tbat perhaps 

another. ~ 

Another set 
. 

of more common~sense fàctors also indicated tbere.migbt be 

substantial differences amongst companies Yi thin sub ... sampl.es. In the firet 

place, case studies presented' different situations 'and different pr~lems. 
''> 

lt became obviQUS in reading cases that :tt is difficult to make broad 

generalization~ abpUt sub-samples without observing vital differences. lt 
<J 

vas equally certain however that there were basic sim:11arities, amongst many 
n 

firms along mast attributes. For example, some failure firD\19 were extremély 

conservative and vere ~haracterizéd by many attributes (score~ ,and relation-
" 

ships) which made them ~xtremely si1'lrl.lar to other conservative firme. dther 

. fsilure firms were rua by a bold' entrepreneurlal "acquisitions min". '!'hese' 

were extremely different from the unsucœssful conservative firms bul: very 

much like other entrepreneurial firms in the failure sub-sample. A third 
" 

reason for suspecting 1?road differences within sub-samples came from perus::\ng 

company scores. These of~ suggested very dif{erenc adminià'trative situations 
, 

.within a sub:-sample , but again there were incredibly marlced sim:1.larlties withfn" 

certain 'swsets' of firme. A whole new area of research interest: ~ns up. 

If' theré are differe1it mo~s of maladaptiveness't what are they? How do they 
. d 

diffet: from one. anbtber? Why do they arise? The same set of questions' can 

be asked about the modes of success. , 

lt vould be deairable to identify homogeneous groups of firms which 

portray C01llllon modes of sucœss and fsilure oand are deseribed uaing our 31 

variables. Hopefully, a small numbe.r of sucb 'archetypes' would capture 
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, , 

the essentia1 relationshi~s of the majority of adBdnistrative situations 

addressed by the case stu~es, subject of course ta' the limitations of our 

variable ttPe.s: The addihiona1 'refinement' afforded by these archetypes 
l " 

may givë the ana1ysis a lCve1 of detai1 that would help to avo1:d hiding 

importan~ cO-:conditiO~S ~~ contingenc1es vh1ch nega~ or faciUtate the 

grasser re1ationships. siince arche types portray relâti?nships within ~, 

integral context, aIl c conditions.!!!. specified, and so al1 associalions 

~re taken ta be 'qualif d' by each of the other relationships in the, model.. 

~f over-simpllficati()Il by, :relying 00' simple , 

ich may do much ta disguise the underpinniQgs 

of an adm1.ni.strative 81 Befora proceed:l.ng any further, let us 
" \-

explore the relevancé '0 this direction to the data ve have ga~red. 

Chapter 'IWo descri es how ve proceeded ta discQVer and test the 

significance of our arc etypes. Ten statistically significant archetypes . . , 

were found. examine the extent of the differences in the 

tentative under1ying 

performed an analysis 

sample size suff~c:Lênt y 

al relationsbips of the various arche types • we 

thè SpearllUm rank correlati~ matrièes. To hm a 
" . 

large to allow"" for ~ emèrge~~ of meaningful 
L l' ... ;.tlr~ 

correlations amongst 0 31 variables, ve tombined ai"ç'hetypes SIA and SIB 

~Q fOrBI one group of f rms ~ of 21), and ~rche types 52, 53, 54, and 55 to 
-

. . 

form another ~ of 20~.--""Archetypes,were comb1ned on the basis of the likeness 

of cheir raw score èms, though obv1.ously there remained substantlal 

lntra-group differen loTe fOtUld remarkably few sim11aritiea betveen 

the correlation 1l\8tri s of our variables for the two groups. .AI)out twenty 
" , 

,percent of the total orrelation coeffie~ent8 fol' each group were S~$n,iflcant 
~ ~... ~ 

at the five percent Of these, only about twenty-five percent: vere 

COllUllOl1 to both group • 11 In other vorde, sewn ty-fi ve percent of the s181lif1.cant 
,- , 

correlations in each group, wexe œique to that:. group. Almost Ident:ical, but 

even 1IlOre impressi.ve 

pe.rformed for failu 

correlations vere ,c 

N of 16). We cane1 

arcbe.t:ypes. but 'als , 

substaatia11y. 

rt' 
'l'Iie fo110lling 

d:1ScoWœd. 

-/ 

:t;esu1ts vere obtained when a slm:11!lr analy.s1e ~as . 

arche~es (only twenty-four percent~f the 8f.8Il~fica1t 

tb the wo eob-groups FI & F4, N'of 18, a6.d P2 & 1'3, . 
l ' . 

that ~ot: on;Iy are score pattams very different amonpt 

chat: t ten~tive under1ying cabsal modela ·vary, " 
"'-.' , 
~ , 

o chap ers present ,the arche types whlch. have beeu 

\ ~ 
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CHAPTER FOUR 

THE SUCCESS ARCHETYPES 
, . 

OVERVIEW 

THE ADAPTIVE FIRM UNDER MODERATE ~ CJlALLENGE 
Q , 

THE ADAPTIVE FIRM IN A VERY CHALLENGING ENVIRONMENT ' 

YESTERDAY' S SUPERSTAR - 'l1IE DOKINANT FrIUi 

THE GIANT UNDER FIRE 

THE ENTREPRENEUR~ ~OMERATE 

THE INNOYATORS - THE ENTREPUNEUR AND THE CRFAT1VE GUIUS 
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There are six auccessful archetypes whfth have been identified. The 

process of deriving these and estab11shins'their sta~istica1 significance 

was discussed eariier. Our prime concera ~ere is·ta describe and ana1yze 
--"" 

theae archetypes. 'Before presenting éach of the arc~~type9 in detail, we 

'aha11 provide an overview. 1.... .Y,,- • 

•• '1 
Table 4-1 introduces ao~e of the most imp'ortant features of our 

auccessful archetypes. l;lecause we have dea1t with so many vari~b1e8 in' the 
• l' \, ~ , 

research, 'it la neceQ~~1:'Y:' to· summarize our resu1ts in order to make them 

more sa1lent. An R~type fact6r ana1ysie, using orthogonal vartmax rotated . ' 

factors for our totàl samp1e (N-8l), revea1ed that some of our 3l ~atlab1es 
loaded very highly on the same factors. We look at on1y the variàbles 

/ 

which hava 10adings 0' ~ .75 on our Urst five factors. The resultant 

"factors'~ or variable' groupings are: Intellisence-Rationality, which 
'" / 

comprises scanning, controls, communication, adaptiveness, analysis, 
~. - ~ 

\ 

integration, multip1exity, and industry expertise (55%* of variance ex~1alned); 

o 

Temperament, which comprises.proactlveness and risk taking (15.7% of variance); 
, . 

Heterogeneity, which concerna current heterogeneity and organizational 

differentlation (8.4% of variance); Current dynamism (on1y this one variable 

loads > .75 on the ~actor. 6.4% of variance is,explained by factor); and 

fina1~y, Céntra1ization of s~rategY making power (again one variable, 3.6 

of varian~e). \ 

We have used these variable groupings,. to ca1culate average scores for 

the varial?les 1.n each group and to rank a11 archetypes, suc,~,essful and 

fa!lure, in terms of their average group sco~es. Individua1 scores for 

each o~ the 31 variab1es for eaeh archetype are preaented 1.n Table 4-2. 

Table 4-1 presents both group scores (,on scale of 1-7) for each of our five 

factors for successfUl archetypès and'~8o the relative rank of each 

arche type (campared'to a11 other ~rchetypes) 'for each of th~ factors. 

~-

----------------------------- .. 
. . 

*Strict1y speaktng, the ordina1ity of our variables does not permit us to 
speak meaniDgfully about an lnterval concept wch as variance. However, 
we' inc1ude these figures ta show tbat "the factors do collective!y account 
for much of the information contained in our data. 

ï 
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1 

l, 

A rank of 1 indicates the arche type scored ~ower than aay of the ot~er 
1 

archet~e~ on the factor variable whi1e a score of 10 means it scored the 
~ -; " 

highest .... · ",«':" 

'1'" 
" 

TABLE 4-1 

1 \ 

ltANKINGS OF SUCCESSFUL ARCHETYPES ALONG R FACTORS 

# ARCHETYPE '" 
SC. RX. ~C. BK. SC. RK. SC. RIC. SC. RIC. 

SlA Adaptive-M~derate ~sm 4.5 '5 5 2 5.4 1 6 4 6 6 

SlB Adaptive-Extreme Dynamism 4.5 5 ,6 7 6.1 10 5 .3 6 6 , 

8
2 

Dominant Firm 3.5 3 3 1 5.1 6 '6 4 4.5 3 

~,:3 
The Giatit Under Fire 6 8 6 7 5.6 9 4 2 4.5 3 
Entrepren~ur1.àl Firm 6 8 .5 2 5.5 8 7 8 6 6 .. 4 

l 

,:'l, 
'", 

" 
1 

S" 
5 The ~v:a~ors 4 4 6 7 4.0 5 7 8 6.5 9 

. : 
arche types 'in order, Ta~ng the ve notice significant variatlo~ amongst -. "', ~ ., 

them'. Archetyp SlA' the adapt,ive ~rm under moderate dyn8Dl;Lsm~ f~ceEV;fn 

environment wh1.dh 18 not al1 tbat challeng1.ng. Heterogeneity and d, " "ism . " 
are relatively 

modest (though 

f.Ci.rms). Power 

,. Calculated by 
Table 4-2.' 

ow so tbat the inte~11gence effDrt can b~ comp.r~tlv'ly 

t Is still ~ery substantial compared to that of UDsU cess~u1 
or 8trategy making remalna quite centralized alld t 

- ' . " , 

;: '. 

,r 

king average of :or .. -. V~ites4 .and 16 for lA fr.... ... 1 

--~-----------~--~~~(_~>&~çQ~41~.,~L~._~C_~. 
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TABLE 4-2 SCORES* OF SUCCE'S8 ARCHETYPES 

;-

Enviro~ent 
\ 

1. Environmental Dynamism-P,ast 
~ 

2. Environmental Dynaœism-CurFent 

3. En~ronmèntat Heterogeneity-Past 

4. Environmét,ltàl He'terQgeneity-Current 

5. Environment81'Hosti1ity-Past 

6. Environmental Hosti1ity~Current 

Organ!zation 

1. Scanning of Environment 

8. Delegation of Operating Aetivity 

Su 81H . 82 2 ~ 85 

4 

5 

2 

4 

5 

6 

5 

6 

5 

6 

4 

4 

x4 

6 

2 

3 

2 

3 

2' 
3 

4 

6 

6 

6 

3 

7 

4 

5 

4 

6 

4 

4 

5 

6 

3 

4 

5 

X5 

9. Centralization of Strategy-Making Power . 6 

10. Resour~e AvaÜ.abili fi' '. 5 

6' 

6 

5 

7 

2 

,2 

5 

4 

6 

6 

2 

6 

7 

4 

6 

2 

6 

6 

7 

4 

5 

1 

5 

2 
'" ... 

11. Managem~t Tenure 

12~ ConUiet 

13. Internal Con troIs 

14. Team S'pirit 

. . 

15. Interna1 Co .. unicatio~ System 

16. Organizational Differentiat~on 

11. Technocratization 

18. Initial Success ~f Company Strategies 

Strategy-Making ~ 

19. Product-Market Innovation 

2b. Adapt~vene8s of 'Decisions 

21. Integration of Decisions 

" 22, An81y~ia of Deci~ions, 

. ,23t ~1t:i.plex1~ ~f ."l}ecisions 

24:' ,Pu~.urit1· o~ 'Decisions 

. 25.'P~oactiveness·of'Deeisions >, 
26.Industry Experti~ of 'Top Managers 

27. Bisk' TaldnS 
\ 

28; Consciousness of' Strategies , 
29.' Traditions 

Success \ 

lo,. Past Suceesa of Firua ') 

31. Current Suc,cess of', Flrm 

\ 

2 

2 

6 

5 

5 
. 

- .!? ' .... 
3 

6 

6 
6 

6 . 
X4 ' 

/' 

Xl 
~, 

.. 3 

..lC6 

2 

X4 

7 5 6 6 3 

·6 4 4 4' XS' 
_.~ ~ 

,. 6 ,4 6 6 4 , " 
5 '4 6, 

6 '. V
1

/ 6 

\ 6 - 6,' 5 
/ ' , 

, / / 

6, 

14 

5 

1 6 '5 5 

~i 
" , 

".6· 5 
..... ~.§/' 

6 6 . 

.--;' 6 11:4 ' 
" 6 ,X4 

6.' X4 

7', 5 

6 "l 

5 

6 

5 

5 

4 

6 

X5 4 5 

6 . 6 6 

155 

~ 

5 

6 

4 

5 

6 

X6 
- 6 

6 

/2 

4 

~ 
6 

1 

4 

,5 

3 ' 
1 

3f 
6 

7 

6 

6 

6 

4 

X7', 'X7 1 

7 

1 7 

7, 7 7 . 6 

. " 

" , , 

-- ,. 

" Il 

* ' ~ . Scores are th~~e most. common 'br l'i.epresen~t~ve o,f firms within arcbetypes,. 1 

ThAae are not me_a but modes, or where th~'re are two modes. the average .. 
~ -, J \ ' 

of the two. ,Ah X indicates that the, 8c<?rc 'in question 1s unreliable ~lnee 
.t~., r~8e of scor~~ ~~ th~ ~ariable witb~\.: the arc~etYPe ia. greater tj~ ~. 
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at least as manife8~ed by rlsk taking and,pr~activeness i8 ~uite substantial. 
1 

The firm·beats its les8 ambitious competitors to the punch at most things. 

In contrast; the ,adaptive firm under extreme dyna~s1l1 (SIB) must cope with , " 

a very turbulent environment. .To do 80. it adopta sophistlcated scanning, 
" ' 

contraIs, and. communication d~lces and engag~s in much analystS of declsions. 
, ~ - .~ '0 " 

The substantial intelligenc~ àctivity ls carrled aut-b}lJDany individuals in 
~ . ' ---" 

the organization, and' power to 1Dàke key: 4e~islons. is not a11 that centralized 
\ • t..v • 

in the bands .of the top executives. Many persons tend to get :tnv~lved in <, 
0' 

< atrategy making. Fi~;Lly, the firm's temperament is quite bold~' Innovation 

takes place frequently and compatdes are often lea~r8 in t'orging neW 

product-market B.nd ~echnologi::al orientations. In comp~ring S~' \~nd SlB 

firma, it app~ars tbat a more challenging epvironment req\1ires 'greater ~ . , , 
intelligence activity and su~stan~ial innovation a~d less centr~li~tlon 

, , 
of strategy maklng power. \ 

• , 
The dominant firm; 82, is quite dU,ferent fram the fonner: NO types-. • 

Tremendous PaSt growth 0 and suçè~s.s have F;de these ~irms ,the '~troXJ8est , 

organizations in thelr 'markets. Beterogeneity ls low &~JlVironmental' 
• - 0 \ 

dynamism. ",hile it may manifest: ~tself in some pr~uct changes. does not \, 

present any aerl8hs challenges. Thus firme ç~ afford to gather lies \ 
, .<' (' \ 

intelligence data on the environment and neean'; t, ;devote as much' ~ttention to 1> 

. . '-:' ~I ' 
internaI cODIIlunication sts tems. analysis. and other'· t.uncertaln~y reductton 1 

, ~ •• ' _~- 1 

derlces. Delegation ",f $t.~ategy 1Daking authority is perceived t9 be eomewbat 

ôpt!onal, and tbose responsible for tbe brill,iant past auccesse/of the ' , 

firr. '-ste allowed. ta retain control of tbe reiI\S. The temperament of the 
" , 

i' f1rm i.a one tbat fostera related tec~ologlcal advancement.and innovative 

progreas, but becauae of'lts size, projècts tbat represent substantial 

-~ rials to the fim are quite rare. 
" ......... , ,t • 

The giant under fili~. S3' faces the DIOst 4iff~cu11: env:1.rotlll1ent of all. 

With powerful competi.t:Or~ and'~ ~v1gllant savemment to deaI vith,- firms' .st 

,stri"!e des~eratel! to'~'adjust to their ~i~e, heterogeneous en:t~~nt. ~e , 

diversity of markets and products does.much to increase 'the compl~ty ~f)t~e 
, ;) -

âdministr~t~ve task. .A sizeablè and concerted intelligence effatt takes 

place in or~er to facil1tate acliptation. Power 1a '1llOre decéntrallzed ~bm 

, ln any other suc,cessful f:1.rm b~~e of t~e d,lvers1ty and difficulty of-the 

mterall 'manaSeiUent task. Temper~nt 1s relat1ve1y tiudd aEi' 8t'sdual, 
, ,< 

" 
,- . " -, 

, "l 

") 

, ' 
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incrementa1 change I:~kes place to cope in piecemea1 fashion w:lt;,h, the' 

overwhe~ùg environmenta1 com~lexity. 

ArchetyPe S4 ~escribes tb~ entrepreneuria1' ~irm whicb grows by 

acquirirlg ot~er companies. Acquis1 tions ~ause t~ronmen1= to be 

"re;ative1Y ~eterogeneous. Fortunately~' the amount~~ironmental 
\ , . 

<tIY118DJfsm is fairly manageable .glv,en- the: 1~t~4 administrative resQurcei:l 

of the compaiites. Intelligence activitY 1s quite weli developed but 18 

~arr1.èd out. principall.y by" the entrepreneur bimself. Power for strat'egy 

mak1~ resi4es plm~st exc1usively in tbe bands of this indivj.dua1 who 18 

not at' a11 averse to taking subs~ntial riSks. 
\ - 1 f . 

Our fi~ successful archetYPe, 'S'S. illustraies a set 6f firme which 

'have been V~ry ~c<7e~s(u~. because ~ey ~68sess an' .overwhe~tirl.ng strengtb i~ 
a certain area of, ppeiration~' usùally product design. ' While the environmel'1t, .. 

~ '- "l , ! 

~S, qui.te cha11enging, there "iEh surprisihg1y, a ,relatively l,acklustre 

intelligence effort. To add ~o tbe d~ger8 of 'this ~i~t;J..o:n" poWer r,emai~s 

conden'trated in tbe bands of tbé entr~p~en'eur ~bo ~ppea:~~ -·to ba.,e l.itt'le 

reCOl,lrse to others vith maugerla1 talents. It app~ars 'howevèr that the 
. . • , , -.'~ - l" 

resident genius of the fira (tbis ,tnay or may not bé the .entrepr-elJ,eur .:.. 
> '" ... ~ '. J 1 

himse1f) always comes ta the -rescue witb anotber brU1iant and bo1d 

innovation. ~:" ' . 
i (], 

~ ArcbetyPes appear to represenc a set. of re1ationsbip~ whi.~b ~re. ~n a 

teœp,orary state',of balance'. ,The . .admi~i:.s·trative :~ituation$ which a'r;e, 
~ 

descri.bed se .. ta fom a number of ·gesta1~8'. As.we sball see in the 
1 ®. 

detaUed archetype d:l.scussious, there is-"sometbing wbQ1ist1c and orde~ed . , . 
about the patteming Qf env:l.ronmental, orga~z,tional, 

, - 1 l , 

an4 stràtegy 'lDaking ~ 
u • 

1 ( 

bebav:l.or attributes. ,1 

. , ~ ! '. 

Tb make more explicit . the differeŒes amongst tbe s~ successful: . ~ 

archet:ypes, we compare them. grap~1-cally in ·the next s~ri6s of l'ig~esll Eacb , . . 
diaaram employs two 'Of our' t'ive ~actots as ',ues along ~h:l.eh· arcbetypes: ean. 

l' \ l '> :-.... ~ J , fi • 

array tbÉ!lll8el-ve,Of .. " Arcb'é'typel\'are' plc)tted'~ àccordi~g to their ~verage 
, t ' ..... , (l 1·-

variable scores on ~cb factor. ~ Tbese-séoreà were pres~~t:ed' in Table 4-~ 

. Wh11e aIl a facto~8 ar~ orth08~1 jo~. th~ total s~~l~~ $~earman correl~t~h, 
coeff:i.cien~ f~x: tbe .. ,succ~sf~ sub':'saaple ~ave: i~ic~ted ~ign1.fi~nt ~ . 

1 • '. ~, .. 

,; , T~.~Mcrmbi.PS··'b~~ .8mJl8 'V:~iab1~' ~h;~ ,,~Oad .hiah~T: 'on., ~~ffererit .fac~o~ •• 

\ , 
\ 

"~r' le~le.· cOllllunlc.ation system sopbist:i~.t1bn ~tld de~is~~n alUllysia, . . (, 
... " '(... ~ 1 • l' 1 l , • ,.- 1'- .'::f vf , ... ·fI 

Jor .. ' " 

\ 

\
\ 

\" 
\ 

~' , 
. ~ ... ~.\ 
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integration. and multiplexity (aIl intelligence rationality variables) were 

aIl pos.itively related to current environrnental dynamism at about the 'J% 

level of significance. Also. centralizatlon of strategy maklng power was 

" positively related to proactivityand risk taking (both temperdment variables) 

at beyond the 1% lE'vel of significance. Our figures. which are crude 

approximations, to scatter diagrams. reveal rhese rE'lationshipc;. However 

they also point out interesting exceptions to the rllie where a reverse ,-,,/ 

relationship might hold true. The fact that thése exceptions occur within 

separa te statlstically significant Archetypes Indlcates that they are common. 

consist~nt. and plausible in the Itght of their contexts. The l1rnits 'of 

bivariate analysis become platn as do es the value of the Archetype technique 

in helping to Avold oversimpliflcatlon. 

Figure 4-1 relate~ environmental dyndmisrn to the intelilgence/rationality 

"lcores of archetypes. As WP can '1ee. Archetypes SIB and S1 hallE' very dynamic 

environments and do perfonn i'I vpry great deal of intelligencE' aC'tivity ln 

order to cop'è. Archetypes S2 and SlA art" fortunate to face a less demanding 

envtronment and cap afford to he sllghtLy lec;s vigilant. Baslcally then, 

there appears to exist a positive relationshlp between dynamism and 

1 ntell igence. However arche types S4 and S5 must be vlewed as ex~eptions 

which can be subsumed llnder an alternative rationale. Readerc; of the cases 

which fit thE' 54 archetype will probably conclude .that the high intelligencel 

rat~onality scores stem more from the environmental heterogeneity and the 

expansion and growth program being pursued by data hungry entrepreneurs. 

The 55 finn, because it possesses the capacity ta devise important product

market innovations, does very weIl in a dynamic environment with very little 

intelligence or analytical activity. 

Even a relationship as strong as the one becween temperament variables 

and centralization of strategy making power conceals sorne interesting subtieties 

(Fig. 4-2). Temperament. as manifested by proac tiveness and risk taki ng 

behavior, increases. as a rule, with the centralization of strategy making 

power. Archetype 5) i8 relatively conservative and decentralized. while S4' 

8
5

, and SlA are bold and run by OI'1e or two very powerful leaders. SIB ls an 

exception to the rule in that the turbulence and complexity of the environment 

has ~pted both decentra1ization and an innov~tive orientation. There 18 

a need to split up the administrative task of the finn and a1so pressure ta 



\ 

/ 

-90-

FIGURES 4-1* 

MEAN SCORES OF SUCCESSFUL ARCHETYPES ALONG 

DYNAMISM AND INTELLIGENCE/RATIONALITY FACTORS 
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FIGURE 4-2 

MEAN SCORES OF SUCCESSFUL ARCHETYPES ALONG 

TEMPERAMENT AND CENTRALlZATION FACTORS 
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* Our figures are merely erude approximations to seatter diagrams sinee the 
data "points" are really averages of modes of scores distr ibuted around these 
points. Sinee score ranges of arehetypes are so limit'ed (usually plus or 
minus one rating point, exeept where indicated in Table 4-2), our plot does 
distinguish the relative position along the factors for the vast majority 
of f\rms, 0 
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take rl~ks ln dttempting ta rapt with teLhnologlcal Rnd product-market 

chanoe. S firms are anather sd,rt of exception in rhat they are very .., 2 ' 

(pn t ra 11 zed because th .. y élre r-urY hy leader~ who have wrallght t remendaus 

Pclst success. However, since cornpanles are su dominant, they fepl little 

rrf'ssure to dramatically change their previolls orientations and 50 become 

ln( reasingly conservative. 

It makes sorne intuitive sense ta hypothesize that the level of 

pn~irorunental heterogeneity wtll be inversely related ta the degre~ of 
,""-

rower centralization (Fig 4-) After aIl, heterog~neity does often 

pntail additlonal cümplexity ln the administrative task and it would seem 

rf>asonable, at leas! wlthln successful fJrms, t/' deal with this in part 
1 

h', Incre3s1ng the decision maklng rli~, retlon of lower level managers. An 

examination of the arche types reveals that thlngs are not so sImple. It 

qf'E'rns, dccord1ng to Figure 4-1, that Sl has trlf'd to df'centralize to l'OpE' 

WI th "iub .. tantlal ht-'terogpnf'lty ( ()ntLnl't'r! on next page) 

FIGURE 4-3 

MEAN SCORES OF SUCCESSFUL ARCHETYPES ALONG 

HETEROGENEITY AND CENTRALlZATION FACTORS 
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whereas S ,S2 and Sc are more centrali~d. perhaps, in part ~ecause they lA, 
face less heterogeneous settings. Archetypes SIB and S4 pr~sent a different 

picture. In 54' centralization of power. in the hands of an aggressive 

entrepreneur has allowed this man to enter new markets therebyincreasinz 

envir~nmental heterogeneity. In this case centralization has fostered 

heterogeneity rather than heterogencity causing decentralization. SlB has 

both moder4~e heterogeneity and moderate centralization scores. PerhaRs 

substantlal environmental dynamisID has induced greater decentralization 

and also restrains managers from straying too far afield in their pursuit 

of markets. 

lndeed the exceptions seem ta present as many insights into administrative 

behavior as do the general tendencies. 

We shall now turn now to a more detailed description and analysis of each 

of the successful archetypes. The presentation is structured as follows. 

First, some case summaries and the essential features of the archetype are 

briefly higblighted. Then a causal model la hypothesized to explain the 

relationships amongst the IDOSt important features. For the,most part, this 

model derives from a carefui analysis of each of the cases which are 

comprised by the archetype. These c~ses provide clues on the time order 

of change for certain variables and a1so suppl y rationales for the 

existence of certain environmental, organiza~onal, and strategy making 

attributes and associations. A detailed discussion 6f the archetypes 

follows the presentation of the causal model. This discussion provides 

more information on the hypothesized causal links and the essential features 

of the archetype. To give the reader a deeper appreciation of the more 

concrete and specifie ~nifestations of archetype characteristics, a good 

number.t quotes from the sample cases are inserted. This adds vitality 

to the exposition and moderates the negative effects from the use of 

abstractions and jargon. The headings used in the discussion section are 

a (Onction of the nature of each individual archetype. However, the initial 

causal model establishes in advance the sequence of arguments to be followed. 

A very brief conclusion section sums up the most important points of the 

discussion. Finally, a series of hypotheses are generated at the end of 

the archétype discussion. These pertain only to the arche type in question 

and are supplied mainly to serve as a focus of investigation for subsequent 

researchers . 

, 
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It ls important to note that the causal models which are suggested for 

our archetypes were not derived through the use of correlations, or any 

other quantitative technique. This would have been impractical because 

of the relatively small 8ample~izes. Also, and perhaps more important, 

critical features of archetypes showed a tendency not ta vary'a great deal 

from one member firm to another. The relative paucity of variance on 

the most significant variables might impede the emergence of significant 

intra-archetype correlations. Until very substantial samples are 

collected for each archetype, it i8 unwise to attempt to use simple 

measures of assoc~tion. 
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THE ADAPTIVE FIRM UNDER ~D~RA~ CHALLENGE 

. Mills B. Lane Jr. has for many years been the CEO of t1ie C:i'1;izens and 

Southern National Bank of Georgia. Lane fS a strong execu~ive and his foeus 

has been the marketing end of banking. He has emphasized extra service at 

slightly higher priees and has been able to attract many new customers 

because of his willingness to take more credit risks. Certainly, the , 
technology of-banking is quite stable. The on1y real threat cornes from 

competing banks who seemto be much more conservative than C & S. The Bankls 

major competitive advantage is that it has ·studied its customers and their 

business es quite carefully and is thus in a position té offer very quic~ 

service to its clientele. The substantial discretion at the disposaI of 

* credit officers ln no smaii way facilitates this approach (November 1969). 

The Union Bank 15 incredibly similar to the C & Sand does not warrant 

separa te discussion (March 1974). 

Sam Marshall's large Ford Dealership is one of the most successful in 

the U.S. Its owner competes with his many counterparts on the basis of 

priee and service. Agaln the method of doing business Is weIl established 

and so the basic strategy r~volves around building up a f~vourable' public 

image and eontrolling expenses to the last penny (December 1972). 

Burlington Industries, one of the largest textile firms in the world, 

also deals in established markets. the ~rice competition from the Many 

other flrms in the Industry Is quite intense howev~r. To cope,Burllngton 

ha~ attempted to make operations as efficient as possible and to dis~over 

the produet features ~wt~h are Most desired by the market (June 1964). 

Cincinnati Mrlacton i~" slightly different from the other firma in the 

S~ archetype. Its quite 'innovative ~oduct marke~ orientation makes it 

similar to SlB firms. Still, the firm flnds itself in the m~ehine tooi 

industry which is often characterized as being stàid and stuffy and is 

"more frequently k~own foi paroehialism than for technologic~l innovation". 

Cincinnati itself howeyer, has become a daring competitor. It has Introduced 

many new types of machines, and has sometimes done this incorporating many 

ideas previously tried by competitors. Careful to hone !ts marketing ef'fort 
• and broaeh new markets, Cincinnati has become one of the most suceessful 

firma in the,industry (Deeember 1970). 

* Da te of case. For ~e taila see Appendix .1. 
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We should note that we do not always discuss aIl of the firms in an 

arehetype. We have space to present the features of, and quotes from'anly 

those cases whieh best 'illustrate the eharacteristics of the arehetyPe. 

Essçntial Features 

While the degree of environmental dynamism is eurrently, and has for 

quite some time been, only moderate, hostility is and was somewhat more 

substantial. The management tends to be~oncerned about the intelLigence 
? 

function, and controls, scanning efforts, and vpen internal communication 

systems are very much in evidence. There has ieen much delegation of 

authority to perform routine administrative duties to lower levels of 

management and the expertise of middle managers in the various functional 

areas is quite high. The firm is guided in its strategie orientation by a 

quite powerful chief executive who focuses on the appropriateness of long 

term objectives and strategies. The efforts of departments are integrated. 

There i8 a strong tendency for the firm to take sizeable risks and lead thè 

competition. Howe er, most decisi~ns are backed by a substantial analyti:_~,.r ____ , 

effort, are respons ve to objective external conditions, and reflect a 

broad hos t of 

Hypothesized Causal Links 

Figure 4-4 portrays our putative model whieh describes the Adaptive 

rirm Under Moderate Challenge. Perhaps the roost salient quality of this 

archetype is the ability of member companies to 'match' or adapt to their 

env1ronments: While it j.s sometimes di'fftcult ~o establish the causal 

directions which are actually operative, we hypothe~ize that the environment 

répre8ents an important 'starting point' in the model. The most significant 

aspects of the environment are: 

(a) the fact that there have been no great or sudden chapges over the 

past 5 or so years in the levels of dyna~ism and hostility, and, 

(b) the level of challenge in the environment is fairly substantial 

particularly in terma of competition and other factors related to hostility. . -
The implications of these environmental {eaturès seem to b~ quite 

important. Firstly, ..the environment has not 'pulled any fast ones' so 

\. 
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FIGURE 4-4 THE ADAPTlVE FIRM UNDER MODERATE CHALLENGE 

1_ 
There exists adequate 
intelligence activi~y 
(Scanning S, Con troIs 
6, Communication 5) 

v 
The firm i.s adapti ve 
_(6) to external 
circumstances. An 
analytical (5) mode 
of decislon making 
is employed. 
Mu1tip1icity (5) 
i5 qulte high 

, 
The Environment provides both the incentive 
and the opportunity to become adaptive. 
Dynamism ls moderate and hasn't increased 
much (4 to 5). Hostility Is more > 
substantial but has been for qui te scme 
time (5 to 6).* 
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The relative (and 10ng
standing) complexity of 
the administrative task 
has encouraged 
delegation (6) of 
auth6rity. This has 
fostered the 
development of 
expertise (6) in a 
number of functional areas 

CI 

:---.,. 

~~ 

A strong ).eader 
has emerged 
(CentraI1z'n 6) 
who is very 
ooncerned about 
the long-term 
strategie 
orientation 

J, 
Integration ia 
quite high (5) 

( 

.-
.1" • 

. 1 

~ 

The firm has 
been very 

r-succe5sful in 
'the past (7) 

~ ~ 

The 'temper amen t ' 
of the firm la 
proactive (6) 
and risk' 
orf.ented (6) 

, 1 

* Numbers in brackets are modal scores as portrayed on Table 4-~. Arrows portra1<hypothesized causal directions. 
~o:ted lineïlindieate the hypotheslzed ~saoeiation i8 doubly tentative. 

-- '~'H-"'" j n' ". 

~. 

" < .. ~ .~ -"~,,, ....... ·~~~ni";i_*"iW .. tillitll!iiiill_ffi.lî1J1[tM Iii 

,... 

J 



( 

i 
t, 

< 1 

-, 
~----

-97-

/ 
that the ground rules did not change ân a discontinuous fash~on. The firm 

has had a chance to acquaint itself with the'~eatures of its setting and to 

understand or learn the sorts of responses which are called for. Secondly, 

the environment has b~en challenging enough CO prompt the adoption of more 

sophisticated organizational intelligence and structural devices. 

There are about three crucial features which have been taken on by 

SlA companies t6 help them cope w1th the environment. Perhaps MoSt 

important, there ia a fairly weIl developed intelligence set-up. Internai 

communication ne~orks appear relatively open, efficient, and unbiased, 

financial and quality controls are good, and much effort is devoted to 

tracking the environment and interpreting external trends. AIso, the 

firm's power structure is such that Middle and low~r levels of management 

have been given much authority for routine administrative decision making. 

This has helped to develop lower level managers to have greater expertise 

in their aieas of responsibility. Finally ~ the ~hallenges in the' 

environment have caused the firm's ~aders to recognize the need for, 

corporate strategies and plans. The need~or centra1ized direction to 

help carry out reorientations and coordinate the efforts of the Middle 

managers has a1so been perc~ived . 
• 

The strategy making attributes seem to follow to a large extent from 

the structural dêvices which have been emp10yed to adapt to the environment. 

For example» the an~lytlcal quality of decision making may be viewed as an 
1 

outg:r:owth df the intelligence system which has 'flagged' issues that require 

more intensive investigation. The multiplexity of decisions/strategies 

may stem from the contributions of a number of decision makers, eàch wlth 
, 

a slightly different orientation. The adaptiveness of strategies cau'~e' 

due to the intelligence activity, the relatively high levels of managerial 

expertise, and the analytical/multiplex character of decisions. 
, 

The integrativeness of the,firm's orientation i8 helped by the strong 

leadership and the attention given to the development of'conscious 

strategies. The proactive, risk-taking philosophy may be attributed in 
, 

part to the confidenc~ derived from past successes as weIl as the unified 

and powerful leadership which ie free itself to 1nltiate provocative 

moves. 

, 
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... .,'., 
i;~/' Discussion 

A Stimulating. but Manageable Environment 

The environment is becoming more host Ile and dynamic but only ,quite 

gradually. In fact, firms have become used to a relatively chall~ng1ng 

setting, especially in terms of competition. What i8 of prime significance 

however i8 that there ~ve been no really major structural changes in the 

environment in terms of the types of competition, the natur~ of the 

determinapts of demand, or th~ principal production/service technologies. 

There may have been changes in' the degree of competition etc., but for the 

~ost part these have been quite moderate and do not entail discontinuous 

changes in the rules of the gamè. • Nonetheless, the environment does pose 

some challenges and these have prompted the f1rm to adopt certain 

structural devices and modus operandi. 

BlJIl"li,ngton Industries: • 
In an industry as volatile as textiles ••. [there arel a 
great many independent oper~tors with lots. of capacity 
and •. , the problem of foreign importa. Thus the business 
is f1ercely competitive and the net effect is to ho1d 
priees do~. p. 218 

Marshall Ford: 

Increasingly, dealerships in urban and suburban areas 
are becoming large, complex, and highly competitive 
busihesses. p. 121 •.• The average car dealer earns less 
than 1% on his volume ... Competition keeps the rea1 
priee of most cars quite close to their who1esa1e cost 
and far beLow their presumptive list priees. p. 126 

ln order to cope with this competition, the firm has had to become 

a~are of the strategies of competitors, the desires of consumers, the best 

ways to control costs and enhance profit margins, etc. The incentive to 

become a responsive organization in these respects is quite strong. 

An Earnest Intelligence Effort 

A good dea1 of. effort is expended in an attempt to e~fectively proces~ 

information which may be germane to the companies' success. The need for , 

. -intelligence activity has been made clear by events in the environment •• ' 
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Union Bank: 
\ 

[As one customer put~it:J 'They understand the deal as 
well'as you do.' Union therefore sometim@s makes loans 
other banks won't. lends higher percentages on a project. 
and readily puts up 'front money' to get proj~cts 
started. p. 125 

Intelligence ls strengthened also by a set of sensitive financial 

controls and open internaI communications. 

Cincinnati Milacron: 

A Baker Scholar at Harvard Business School. Phil [r~ierJ 

modernized management techniques. set up profit centers 
~ throughout the company. and began lookin~ more 

aggressively at di~ersification opportun1ties. p. 73 

Marshall Ford: 

The Marshall store has the informaI atmosphere of a 
closely knit small business, but his sophisticated 
financial con troIs would do credit to a much 
larger enterprise. p. 123 

Delegation with Strong Leadership 

Environmental hostl1ity complicates the administrative task and so it 

becomes Imperative to delegate parts of that task to middle and lower level 

managers. At the sa~e time, it appears necessary to h~e a declsive 

leadership which has the power to reorient. develop, and adapt top level 

corporate strategies to keep them in. tune with external conditions, and 

to coordinate and Integrate the efforts of the lower level administrators. 

Burlington Industries: 

President Myers, while very much Burlington's chief 
executive, concentra tes on broad policy decisions 
and on administering the company's over-all 
affairs .•• Instead of •.• iRtervening personatly 
in 'matters of smal! detail, he 1eaves that to 
others. p. 108 ••• Myers puts great stress on 
divisional autonomy in manufacturing and sales. 
p. 111 

If, 
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Union Btnk : t 
VoU. moved to éstab11sh a f ew 'regional' head of f ices 
to do buainess with businessmen with the same 
authority, speed, and service of a headquarters bank. 
In short. he borrowed the .,. ides of decentralization. 
p. 180 

C & S Bank: • 
Unti1 recent1y Lane rao the bank as a one-man show ... 
Although he Is still very much in charge, Lane is 
delegating more and more decision making to his top 
offlcers. That comes about parUy because C ~ fi has 
grown too large for one mao to l'un everything. p. 137 

An Informed and AdaptLve Decision Style 

The strong intelligence system and effective power structure of the 

firms seem to foster an adaptive, multiplex, and analytlcal decision making 

style. The free communication amongst managers, active scannlng, and 

sensitive controls may enBure that critical issues come to light qnfckly 

and are brought to the attention of the most relevant parties. The power 

structure encouragefl involvement in decisrun making by the most informed 

managers, irrespective of thelr levels in the organization hierarchy, 

whi1e st the same time ensuring that Adequate d~cision making power cao 

be marshalled by top executIves to effect coordination of major changes in 

short order in cases of emergency. -Burlington Industries: 

'Myers .•. 18 villing to prolong discussion [of problems] ... 
ve've got more teamvork now. We arrive at decisions 
jointly. ' p. 110- [Ile] has tried to make Burl1ngton more 
market oriented than most textile companies. p. III 
Confident, expert, and extremely flexible in its 
adjustments to the volatile textl~ market. Bur! ington 
under 1ts new team of managers ap~ears to be in 
extremely good shape. p. 219 

Cincinnati Mi1acron: 

In one year, beginning in late 1967, Cincinnati de8ign~d 
from scratch a linè of e1ght injection-mo1ding machines, 
incorporating the best feature-s of severa1 cOillpetitors ••• 
De1Iand bas ixceeded even Cincinnati' s expectations ••. 
and the busf'nes8 made a profit in it8 first full yesr of 
operation. 'Cal1 it a hedged bet' sa ys Jim Geler, who 
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knovs that the economic advantfges of plastics will 
increa8tngly push Cine innati t fi éustomers into pIast je 
proceIJ81ng. pp. 77 and 114. • • . -

A 80 Id Tempera_nt • 
The Su firas have been very succ.essfu1 in their recent past. They are 

quite confident ln thelr abil1ty to understand their environment and do what {s 

'l'lght'. Firms are not at all reluetant to take mAjor decfsions, eVfI>n 

where these are fairly risky and entall It>sdership in thp induRtry. 

Another lactor besides paat succes8 which seems ta accourit for the 

declalon making boldness 18 the existence of a powl"rful leadE>r. The 

chief executive sees strategie changl" as a key part of his roI€>. He lB 

dso sufficiently po!",prful to override any objections .which might tend to 

mitigate the thrust of decisions in firms wlth gteater diffusion of 

strategy'm.aking power. 

Conèlusion 

C ft S Bank: 

[Citizens & Southern Bank) has found ingeneous ways to 
expand despite one of the more restrictive branch
banking 1aws in the country. It has introduced new 
banking aetbods and philosophies, 1 t helped pioneer 
the bank credit card and 'inst.ant money'. C & S :la 
not sbove slluring its customers vith giamicks th", t 
ahock ita competitors. p. 135 

Cincinnati Hilacron: 

At the lDOIIlent. Cincinnati i8 ont on a lilllb trying 
to crack into t'he vildly unsettled small computer 
market. This adventure, the outcotne of vRich is 
still ln doubt. follows bard on· 8 swi ft, successful 
move into plastic procesafng machinery (and other 
venturesome gambits). p. 73 

The Su firm seems to have }lad both the lncentive and the opportunity 

to adapt to He environment. Management has apparently made the best of 

.the situat ion by eaaploying the most appropriate intelligence and structursl 

devices. .strategies are adaptive and analyt:lcal but also ca. \le bold and 

• jo proactive. A. we ahall 8ee, archetype SIR 18 very 81alla~, to thla one 

except tha t the envi rO\'1lDent ts DIOre dyn_lc and hast i le and ev!!n more 
1 

.. 

" 
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effort 15 devoted to innovat'ion, intC'lllgence and nnalytical activity in 

an atternpt to adept to the turbulent surroundings. 

Relationships Suggested hy Archetype SlA (these apply only tn the archetype 

in quest ion) . 

1. GraduaI change in the environrnent allowc; the f hm to Fldilpt rnuch more 

readily than if transitions wpre more dramatie. This relationship 

mlght not hold unless thE'[E' has, for quitE' sorne t 1me, beE'n a 

reasonably substantial degrep of dynamisrn or hoc;t Il ity. Fail ing this, 

Iittie attention wouid he givpn to the adapt ive procebC; and graduaI 

2. 

change wouid not be notlced. Thus there may be two concurrent 

co-conditions in the environment which fac:illtate or 1rnpede organizational 

adaptlveness the degree of changE' and the 'c;tart Ing condit ions'. 

The amount of organizrltinl1al intelligenrE' pffnrt and thp diffusion of 

the distribution of organizationai power are dtrectly and poc;itively 

related to the levpls of el1vironrnental dynarnlc;m and !Hlstillty in the 

successful organlzation. 

1. ThE' more OpE'11 the internaI communication syc,tem and the greater the number of 

participants of lower levels in eleclsion rnaking, the m~re mllltiplex 

the elec islons. 

4. The more sensitive the intelligence system, the more analytical the 

strategy makers. The system of scanning, contrnls, anel C'ommunlcation 

identifies important trends and facts which stimulate further thought 

and analysis. It is believed that organizational adaptiveness is also 

facilitated by a sophisticated intelligence system and by the analysis 

of key issues. 

5. In the successful firm,enviroQIDental dynamism and hostility will provoke 
r~~ 

a reaction which reduces adminfstrative t?sk complexities and simultaneously 

increases organizational flexibility. For example, delegation of 

authority to middle and lower level manage~s sometimes lightens the 

administrative burden of top management where divisionalization is 
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used. The performance of managerial personnel ran be evaluated and 

monitored hy using operat lng controis. Top managers thus need not get 

personally invoived in every problem ordecision. At the same time, 

organizational flexibility lÎIay be increastd because top management 

has the opportunity and scope to focus mainly on strategic-corporate 

matters. Thèse involve assebsment of product-rnarket postures, 

long-term financial plans, and other global issues which prompt 

consideration of major reorientations and covporate adjustments. 

Simi larly, top managers are free ta pa.'} more attention ta coordinat ion 

of the var ious d~partments of the f inn 50 that a weIl integrated and 

complementary cC1rporate effort ls ensurpd. 

6. Delegation and decentralization is most useful where there i8 an adequate 

system of organizational communication and contraIs and where a strong 

coordinat ive force prevails. The intelligpnce devices are required to 

ensure that managerial performance is up to par and to indicate in 

timely fashion the areas in which corrective action is needed. A 

strang coordina t ive force counters the tendency for lower level 

managers (who may now have considerable independence) ta work at odds 

with one another (Khandwalla, 1972). The types of coordinative 

'devices' which produce a better integrated effort are strong leaders 

who focus on overall objectives and plans, and a cormnunication system 

which provides departments with relevant information on what other units 

are up to (this may be through committee meetings, formaI reports, or 

informaI contac ts 'in the hall'). 

7. Proactivity and the proclivity to take risks are both promoted by past 

successes (provided that a previous state of conserv'atism d id not exist). 

Success inspires the sort t;lf bo1dness necessary to continue to evolve 

and change. A strong leader can overcome resistance to change and can 

ind~ce the type of coordination necessary in any major alterations. 

J 
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THE ADAPTIVE FIRM IN A VERY CHALLENGING ENVIRONMENT 

Sample Case Sunnnaries 

One of the rnost interesting new companies in the technologically 

turbulent and intensely competitive semiconductor indu9try i9 Intel Corp. 

When Intel commenced operations, there was no real market for its product. 

The company's pioneering efforts in the development and manufacture of 

cornplex semiconductor memory components, eoupled with its a'h'ilLty ta 

taflor products to the most cri tieal and widespread needs of the 

marketplace, propelled the firm to success. Founded by two vereràns of 

the advanced electronics field who themselves were scientists, the 

company had an 'organic' and loose manaEement style in which scientists 
l' 

and marketing and production people were given a great deal of decision 

making discretion. This allowed lower levels ta stay in close touch with 

trends in the market and gave them the latitude ta adapt quite rapidly 

(November 1973). 

Surprisingby , DuPont (in 1950) was like Intel. The chemical giant 

placed an incredible arnount of effort on product-market innovation, 

partieularly regarding the fibers end of the business. DuPont made use 

of its basic research on the polymerization process to invent new materials, 

figure out a way ta manufacture and use them, and build'up a market in 

whieh ta sell the products. DuPont did this in many areas of ita business. 

The risk taking was af a calculated nature hawever sinee a great deal of 

analysis and intelligence gathering went into each major deeision. Also, 

the extensive use of commit tees ensured that. as many experienced 

perspectives as -possible could be brought to bear in considering the 

very major prajects. 

There are qui te a few other firms in this Archetype which are 

similar ta DuPont and Intel. Hughes Airc~aft has consistently battled 

other high technalogy firms to come up with a steady stream of technological 

firats in the defense and electronics areas' (April 1963). Monsanto, a 
, 

firm which has had ta deal Wit~ DuPont, 

as its large cornpetitor but has\come up 

,. 

has not innovated as extensively 

with particu1arly appealing and 

\ 
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and efficiently produced chemical products in a tough environment 

(September 1964). Upjohn, the large pharmaceutical company has, after 

lS years ~ ~ostly research. made one of ,the most important discoveries 

in the history of the industry. For aIl of the above firms, it is not 

just that they have i~novated, often boldly and consi%tently. They have 

always he Id paramount the cornmer~ial feasibility of their activities in 
,', 

the light of the needs of the markets. Strategies are developed which 

assure the relevance and mutual compatibility of research, production and 

marketing orientations. The final four firms of the arche type illustra te 

these qualities'very weIl. Though their innovations are not usually of 
. 
• 1 

a ve~ major or discontinuous nature, the adaptiveness of these firms in 

a turbulent and competitive environment is remarkable. Matsushita, the 

Japanese electrical giant has dealt shrewdly with economic recession, 

market saturation and intense foreign competition by continually revamping 

its product line and increasing its efficiency (December 1972). Proctor 

and GambIe' s "thoroughness" in aIl areas of operation have allowed it 

to remain the most successful firm in the industry in introducing new 

products (July 1974). Armstrong Cork has grown to be the most 

outstanding earner in the feast-or-famine building materials industry 

by stressing sensitivity to market needs and by developing ~n uncanny 

ability to come up with weIl received products (March 1964). Edward 
v 

Carlson took over the chief executive' s job at Uni ted Airlines at a time 

when the company' s fortunes had ebbed to an a11 time low (March 1972). 

The United case illustrates a corporate turnaround carried out under 

rather trying conditions. It should be noted that sorne of the cases 

(particularly the latter four) in SlB are in many respects similar to 

those in SlA and it can be debated Just whicharchetype they do fit best. 

Essential Features 

Envirpnmental dy~mism is very substantial indeed. This situation 

has become more pronounced df late b~t the existence of a basically 

turbulent state ia longstanding. The same fs true of hostility. Again, 

management pays a great deal of attention ta the intelligence function 

and highly developed systems are the rule. There is-a great deal of 

delegation of authority to lower l~vels for aIl non-strategie matters 

and power centralization is moderate - there are often ~veral top 

-, 
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executives who jointly formulate strategies. A great deal of 

effort ls devoted ta analyzing major decisions and plans and att 

to make these exactly appropria te ta prevailing conditions in th 

environment. Particular emphasis is given to p~oduct-market innovation. 

Hypothesized Causal Links (See Figure 4-5) 

Our causal model for the SIB archetype Is essentially the same as 

that used to characterlze SIA' The only differences wor~h noting are 

those of "degree'. For example, the envirorunent i6 more dynamic and 

often more hostile than it Is for SLA firms. As a result more 

sophisticated devices and more concerted efforts are required to cope 

with the uncertainty. However, just as in-the SLA case, firms have had 

ample time to build up the expertise necessary to deal with the 

turbulence -'~fe environment"has been dynamic for a long duration. AIso, 

the devlc~,~ed to cope a~e more elaborate, but very similar in nature 

to those of 5
LA 

firms. Intelligence systems are extremely weIl developed 

~ terms of scannlng, contraIs. and internaI conununication f10'\o[. Also, 
~ ~ 

the power distribution in 5
1H 

firms is more diffuse sa that Iower levels 

play greater raIes in the adaptive task. Not only are middle mana~ers 

responsible for aIl operating decisions, they play roles in strategy 

development as weIl. Also, because environmental complexity increases 

the difficulty of the administrative tasks, power to formulate strategies 

is often shared amongst a'number of top level executives. In short then, 

the greater environmental challenge iB met by a more concerted effort to 

track the environment and a more decentralized authority structure which 

better absorbs administrative task complexity and f~cilitates speedier 

adjustment to external contingencies. 

A device used to cope with uncertainty by SlB firma, which 18 not used 

by SlA firms, is technocratization. The use of professionals such as 

scientists, englneers, and systems analysts iB quite prevalent in 

successful firma faeing a technologically dynamic environment. The 

trequent need for product-market innovation can only be'met by having 

such specialized and skilled personnel on hand. 

Just as in the case of SlA firms, the organizational intelligence • and power devices'contribute to the analytical. multiplex and adaptive 

? 
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FIGURE 4-5 THE ADAPTIVE FIRM IN A VERY CHALLENGING ENVIRONMENT 

. --- ---- -_. ------
. , 

The environment was dynamic and hostile andi6 -

now very dynamic and hostile Xdynamism 5 
to 6, hostl1ity 4 to 6) • ... ,.,. 

/'-... C 1" 

l l.,. '--.) 1\ ..JI 

A great deal of Delegation of authority 18 Technocratization (6) 
Intelligence high (6) while centralizatlon i6 very substantial 
activity takes Is moderate (5) 
place (Scanning 
6, Control.. 7, / l f~ 
Communication 6). : 

~ 
J , , 
1 

f"'- l , l 
The flrm 15 very Product market innovation Strategies are conscious 
analytical (6) (7) i6 extremely high. (6) and there i6 muc~ 
and multiplex 1 The firm leads competitors enthusiasm toward • r' decisions are the " in taking action organizational objeutives 
rule (6). This (proactivity - 7). . '(team spirit 6). 
helps adaptiveness 
(6) • So does 
expertise (6~ 

Integration of 
effort i5 high ~-

(6) l' 

- . ,., " ,"'-", . _'\: 
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nature of strategies. Knowledge of the ~nvironment may lead to the analysie 

of key issues and the ability to sdapt to ekternal trends. Decentralization 

and participative decision making can ensure that the adjd6tment can 

take place promptly and that multiplexity emanates fr.om the pluralistic 

points of view brought to bear OIT complex decisions. The relevance of 

analysis Is sometlmes enhanced by technocra~c personnel. 

While the SlA firms show a proclivity towar~ risk taking and boldness, 

they exhlbit only a moderate effort to e~courage product-market innovation. 

Many SlB firma on the other hand, are exceptionally active in this realm 

due to the technological state of turbulence in the environment. New 

markets are entered and new products and production technologies are 

developed at an incredibly rapid rate. The intelligence activity and 

the knowledge and discretion of technocratie and Middle management 

personnel allow for accurate and speedy development of partlcularly 

appropria te innovations. Blatant risks were rare as bold moves seemed to 

be analyzed carefully in advance. The adoption of a measure on the basis 

of purely intuitive entrepreneurial impulse by a top executive was nowhere 

in evidence. The organization is not merely an extension of the cffaraet~F 

of the leaders but was portrayed a~ a smoot~y functioning machine which 

reflects the needs of the environment and the competences of the personnel. 

Integration of effort is achiev~d as a result of the attention to 

explicit overall ètrategies, excellent communications amongst variouB . . 
eub-units of the organization" and a strong ',sense of team spirit. 

Discussion 
( 

Long Term Tuybulence in the Environm~t 

The envi,roqment has'''been C)laractek,zed by rapid technolog-ical change, 
"-

extensive pr?duct modifications, and toug'h"competition. TheBe conditions 

have existed for"quite s9me time so that the Qrganization has had ample 

chance to develop appropria te ~evices to deal w1th the turbulence. 

might soon result in,some form of punishment. 

perpetually vigilant~ Any 
'.... . .. : \, {, 

inte~lfgence 'àcttvity 
~( ....... ;,. 1 ' .. ~ 

!;. l, • ~ 

However, the incentive is there to remain 
fi 

attempt to slow progress in innovation or reduce 

-. 
"r 

, .' .. , . 
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Intel: 

'This business lives on the brink of disaater', 
explaina Moore. 'As soon as you can make a 
device w1~ hlgh yield, you calcula te th~t you 
can dec~ease 'costs by trying to make something 
four ttmes as complex, which brings your yield 
down again.' .•. The market for semiconductors 
slumped'ïn ~he spring 06 1970, and priee 
competition became intènse ..• [Intel] was forced 
to lay of~ about a seventh of its employees ••• 
The breakneck pace of innovation in electronics 
makea producta ~ ~o matter how good they are - grow 
obsolete ~v~n faster than people. The.110~ la only 
three yea~s_old and la Just reachlng its production 
peak'but the'trade press has already êalled it . 
'a DC-3'. p. 184 

Pr~~tor and GambÎe: 

. As the life cyc les of packaged goods grow shor ter, 
manufacturers are compressing the time they spend. 
in developing new products. A new shampoo la 
Introduced ,about every three months now, for 
instance, and each new one threatens the mark7t 
shàre of aIl those on the ahelvea. p. 166 ~~ 

DuPont: 

The ch~icaL industry [1950] exists on change, 
on continually_improving older products and 
regularly introduclng new ones. p. 162 

Hughès Aircraft: 

'We have to carry 
customers] whet;'e 
outcome will be 
innovations off 

... 
Armstrong Cork: 

out efforts [on behalf of 
wè are not ~ure what the 

The order ia to make 
the sheH.' p. 183 

So swift are flooring manufacturers to imitate 
one another's innovations,that le ad time on a 
new product has been drastically cut ••• 
'styling changes come So faat these daya' says 
one flooring man, 'that sometimes l feel as 
though l were in the dress business.' p. 154 ., , 

... 

The firm iS,required to adapt with great speed and accuracy to survive 

in such a turbulent Betting. Several devices help in' this respect. 

Intelligence netw~rks, a diffuse power s~ructure,~d technocratiz~tion 

seem ta be of crucial importance. 
t 

-, 

. , 

, 
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A Sensitive Intelligence Network 
J 

The 'intelligence' devices employed by the organizatibn are: 

active scanning, sensitive controls, and open internaI communiéation 

systems. The scanning is done at aIl levels'and fùnctions of the 

organization and seeks out important trends fn market b~havior, 

competitive tactics, sources of supply, economic conditions,.and 80 

forth. Co~trols take the form of timely, objective information systems 

and 'alarms' which alert managers to conditions which are out of control. 

The most effective controls identify problems befora they become 

overly severe and are specifie enough to highlight the precise nature of 

the difficulty by area of responslbility. InternaI communications in 

adaptive f~rms are frequent, multidirectional (vertical and lateral) 
<-

informaI,-and very rapid. Information on the environme~t ·is quick to 

rise,to the appropria te decision makers, and policy guidelines and 

coordinative directives travel down to the relevant parties with a 

minimum of distortion. Communications are usually on an ad hoc basls 

and arise smoothly and spontaneously if interdepartmental cooperation Is 

required on any issues. 

Unite4 Air Lines: 

[In discussions with personnel at aIl levels of 
the organization, what President Carlson] really 
wants is to find out where things are going 
wrong and where th#a0blems are ••• A senior 
management commit ich met every Monday 
morning [gave] Unit a sense of organization 
and momentum as weIl as perspective about 
pr10ritiea. p. 74 

Proctor & GambIe: 

To be considered for introduction, [a new] 
product must win the votes of a majority 
of consumera in tests against each major 
competing brand ••• p. 77 'When you find 
a significant body of women who believe the 
cha~acteristlcs of what they want are found in 
a product ~ thie ie the essense of consumerism 

ln, giving them what they want.' p. 75 

- ~----
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Armstrong: 

'We 1earned to be market-minded and customer 
oriented. We learned t~ live and grow by 

-'\providing the best solution based on the 
~ustomer's problem'. p. 129 

DuPont: 

The Finishes Division, from the manager on 
down, went into the field to interview dealers 

~and customers, and ,ound sixteen things 
wrong with the new product or its 
merchandising. p. 179 

To éomp1ement this type of scanning activity, SlB firm~ a1so have 

deve10ped sensitive contro1s. 

United Air Lines: 

In his Most far-reaching departure from air 
1ine tradition, Carlson introduced a major 
organizational feature of the hote1 industry -
the profit center. p. 75 

Intel: 

To bu{ld up a finit-rate production organizat,ion, 
Grovei among other things, introduced what ~y 

. be th~atoughest PrQces8 monitoring and qua1ity :::::1, ~n the semieonductor industry. p. 184 

To aid [control and a48lysis] there is a chart 
system ••• 350 big charts carry a running 
account ?lf t e industrial departments'businesses 
and of D . nt as a whole ••• [At.:monthly 
Executive ittee meetings] if the return in 
any department varies any significant amount 
from the r~quired figure, the general manager 
ls ôn band to explain, and the trouble ia traced 
back to its source through the chart system. p. 169 

Final1y, the intealigence system i8 apparently characterized by open 

-, 

. 

and respons~ve internai communications( (, 
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Matsushita: 

Bosses at every level prefer face-t07face 
contact and rarely write interoffice memos 
Division heads spend only an hour or ~o a day 

'St their deeks; mostly they move about and talk 
witfJ. engineers, middle managers, and production 
workers. p. 98 

Hughes Aircraft: 

.ri - 'There is a real incentive-rewal;d system and 
no civil service type of atmosphere. Th:l.ngs 
are on the up and up - the hidden agenda lsn't 
sa big here. There is a dirference in the 
relationships of people ••• ' p.-I.17S. 

Decentralization of Power 
~ 

Environmental turbulence tends in adaptive firms, to result in a 

coordinated type of decentralization. The str ~egy making body at the 

top provides basic guidelines which supply an 'operating theme' ta 
coordinate the efforts o~.the various divisio sand functions. Kuch 

of the adaptive effort i8 performed how lower level managers , 
who possees sufficient 'localized' expertise. AlI routine activities 

are delegated to operating personnel so that higher level executives 
• are free ta deal with more basic considerations. The turbulence 

results also in the accumulation of highly trained in4ividuals vith 

professional/t~chnocratic expertise. 'Such persons bripg into the 

organizafion a more intimate familiarity with certain elements of the . 
environment and the skille necessary to spur required inQovations. The . 
adaptive firm often finds itself in doubly good condition since past 

successes facilitate the accumulation of organizational resources (funds 

and facilit!es) necessary to attract the mbst competent persOndel. 

Matsushita: 

As presid~t and chief ,executive, Masaharu 
Matsushita tells the heads of his thrlty-one 
divisions to run them l~ independént 
companies, as long as eacb produces 10 percent 
pretax profit ••• Matsushita managers and 
ordinary employees alike are exhorted ta 
~ercise individual initiative and tQ handle 
problems at the lowest possible level. ~p. 97 

-' 
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Armstrong: 

••• Administration bas beeq dlvlded among four 
1ine organizations ••• these are each headed by 
an operating vice president and getieral manager " 
with authority and re8ponsibi1i~y for aIl 
operations and earnings in his Field. p. 152 

, [Th~ president] is able to concentrat~ on long 
range planning and overall policy direction. 
p. 154 

,1 

-- , 

The administrative task is often so comp1ex however, that even pOlicy 

making must have the input of a variety of functional executives, 

division.l heads, and staff technocrats • 

DuPont: 

[Re. the members of the Executive Committee 
whlch alon~ with the Finance Commit tee 
represents the interests and perspect~s of 
a host of functions and divisions]: Th~~ 
collective function i8 to thinki their chief 
field of action is poliey matters. p. 88 ••• 
The Eiecutive Committee ••• Is removed from 
thé batt1e to de1iberate an~coordinate over-ali 
strategy, a job in which ninl heads are better 
~han one. p. 89 

• 
A WeIl Thought~t Strategy 

The existence of a body of individua1s eoncerned with essentially 

on1y strategy making, and the knowledge of the environment Pl'ovidecÎ by' 

the keen intelligence set-up, both 8eem~0 cause there to be an explicit 
j , 

attempt to develop a weIl articu1ated corpora~e orientation and 

'master plan'. f,"; 

Upjohn: , 
The commanding position held by Upjohn in 
this new treasure trove of druga was gained 
partly through luc~ but mostly through 
foresight and perseverance. p. 99· 
We~take the long term view a~ work for the 
10 g term future. p. 76 
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Monsanto: 

[Monsanto's top strategists] planned au advance 
. along three major avenues of action ••• 

integratiQJl forward~ integration backward. ànd 
a massive assault on costs. p. 128 

-- - --- --,----

The clear objectives, substantial delegation of authority and 

responsibil1ty to lower levels, and infoElD81 and -open commun"1cati~n 

sy'8tem seem to inspire a high level of team spirit and dedication to'the 

fi~. This identification with overall goals and strategies increased 

the value of expllcit plans. Integration of effort la facilitated. 

Analvtical, Multiplex and Adaptive Decision Making 

The acute organizatiqnal intelligence system prompts deeision makers 

to become aware of issues which require more detailed analysis and 

deliberation. The availability of technocratie personnel and the 

prevalence of organiz'ational intelligence ensure that decision makers 

are as expert as possible in their areas of responsibility. TItus the 

quality of analysis tends to be quite hlgh. 

Multiplexity ls bbosted sinee decision making tends .to be 

participative. A number of different perspectives and orientations tend . 
to be brousht to bear upon Any critical deciSions. This results in a 

larger and more 1IlU1tifaeeted set of factors being consider~d. 

The seemingly high quality of analysie and the multiplexity of 
# ,,' />. 

declsion making, coupled with the fine intelligence network and knowledge 

resources of the fi~. cause decislon making, to be quite adaptlve to the 

organizatlonal context. Adaptiveness to extlernal condlt1.ons is probably 

the single most critical attr1bute for firma in a turbulent setting. 

DuPont: 

[There 1s a] wide variety of talent and experience 
brought to bear on each major decfsion. In so far 
as DuPont Is credited with top-drawer management 
[execut1ve ~eam9 are] the reason for it, and the 
teamw~rk is carefully nurtured. p. 92 

7 

The. competence' of human resources appQ8Jrs to be complemented by the 

effort devoted to the analysis and delibera~n of dec1s10ns. 
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• 
Proctor and G~mble: , 
~Proctor and GambIe manages every element of 
its business with a painstaking precision 
that most organizations fail to approach. 
Thoroughness extends to the careful and 
tenacioua recruittDent of emp10yees s the 
development of a muçh admired executive 
corpss the design 'of manijfacturing ~ 

fac11ities, 'and the creation and testing of 
produc ts,-, By the time a product t gets to the 
marketing s'tage, the thorough p,eparation 
through aIl the prior, stages h~s already 
endàwed it wlth an edge on c~petitors. p. 75 

~tipl~lty la demonstrated by a high-technology innovator in . . 
the -seliliconduc~or industry. 

Intel: 

[Intel] avoided the technology-1s-everything trap. 
Instead they relied on their production, management, 
and mark~ting skills at least as much as they d'id 
art their technica1 eKpertise with striking results. 
p. 142 

\ 

Each of~the foregoing attributes help set the stage for 

adapt1veness. 

DuPont-: 

Sparki~g new markets are two sections .•• ~ 

a product development group explores a new 
product on a qualitative basis, finding out 
how it can be used. Simultaneously a market .. 
study group takes a eol~fquantitative look -
how much can be sold and' where - ac ting as a 
check OP produc t development t s entliusiasm. 
p. 176 

Ma tsushi ta : 

[Executives] have begun a remarkable recovery 
effort. They placated Japanese consumers by 
cutting priees; and they reduced manufacturing 
costs by introducing neil or improved production 
machinery of. .t~e company t s own design ••• 
MatBushtta 1~leaplng over tariff and other trade 
barriere by_~~anding prod~ction abroad, espeeially 
inside sueh }cey marKets as the U. S. and Canada. p. 96 
By moving with the times, ,~he company seems likely ta 

1 
maintain its lofty position th a volatile fndustry. p. 103 
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Sorightly Product-Market tbnovation 

Where the environment is turbulent, adaptiveness implies the need , 
for substantial innovation. The appropriateness and su\cess of the 

'--. 
innovation may be bolstered by the analytical and multiplex nature of 

the decision making process and the availability of expert and 

technocratie personnel. The orientation of product~rket innovations 

seems prevented from becoming aimless or helter-skelter by the explicit 

overall strategies and integrated objectives. For SIA firms, innovation 

is the rule anq a proactive stance }allows companies to lead competitors 

in making prof itable changes. 

Upjohn: 

Our strategy is ta get there first at to have 
support capacity that is adequate to eet any 
foreseeable demand ... We will there re be in 
a classical position of market dominance, ha~ing 
created the market in the first place. p. 98 

Intel: 

When Intel went into business, ~o market existed 
for its principal produa t. raday, thanks to the 
company's trail blazing, no big comput~ is 
designed without semiconductor memory components. 
p. 142 

Armstrong: 

Nearly half of aIl sales were of produc ts developed 
in the previous ten years. p. 150 ..• '[Our] goal 
is to obsolete our products, our services, and our 
distribution systems first - not to wait until 
Sameone else does it for us', p. 152 

Hughes Aireraft: 

One reason the seientists stay with Hughes Aireraft 
is because 'the maximum exploitation of technology 
i8 a very dynamic game - there 18 no standing still, 
00 repetitlon' .•• the [r~search] lab has emerged as 
an exciting geoerator of technological firsts. p. 176 
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Conclusion ) 

The scenario is very similar to that of SLA' the causal directions 

being very closely aligned. The main differences are those of degrees, 

the responses to the greater turbulence involving a more deliberate 

intelligence effort, greater decentralization, more teehnoeratizatlon, 

bolder product-market innovation, and a better defined, more carefully 

analytieal strategy. 

Relationships Suggest by Archetype SIB 

See ~, 2, 3, 4, S, 6 and 7 of SlA' 'l'wo other hypotheses are 

suggested as weIl. 

1. Environmental dynamism creates the need for sporadic-substantiai 

and/or continuous IncrementaI product~arket innovation. Some firme 

came out with a few very major innovations (e.g. DuPont' s new fibres) 

while others came up with a fairly constant stream of incrementai , 

2. 

product-market adjustments (Armst rong' s different floor cover:lngs). 

Tô the extent that innovation involves complex scientifc problems, 

organizational power must be shared with technocratie/professionai/ 

Middle management personnel. 

In eomp1ex environemnts, even overal~ strategy making activity cannot 

be centralized too tightly in the hands of a top exeeutive. Task 

complexity ia such that functional 1ine and staff expertise must 

be brought to bear on top level decisions. 
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S2 YESTERDAY' S SUPERSTAR - THE DOMINANT FIRM 

Sample Case Summaries 

By 1974, Xerox Corp. had grown to dominate the copier market head and 

shoulders. In e1even years (ending 1971) their profit had multiplied 

eighty-fold. Increasingly the environment was becoming tougher becausè of 

competition from other firms and because of encroaching market saturation. 

Still, its size, distribution networks, formidable competence and reputation 

in the field makes Xerox the most powerful competitor in the market. While 

there ia little evidence ta show that the\fij gatherss grest deal of 

intelligence on its environment or i~,~~IY nalyticsl in formulating 

strategy, there 18 no doubt that Xerbx pos esses a great deal of 

e~pertise regarding the production and manufacture of copiers. The company, 

is rèluctant to deviate from its past product-market strategy in any very 

dramatic fashion although serious'efforts are being made ta devise new and 

qui te different types of copiers and to integrate Xeroxing devices and the 

organizational communication and document storage system using a very 

sophisticated new technology • 
..t{ ... .r 

IB~s dominance of the computer industry is legendary. Led by its 

powerful C4airman, T. Vincent Learson, the man responsible for much of 

IBM's past success, the company's sensational past growth rate has begun 

to slow down {Marclt-1.972). Even thOtIgh IBM ls still by far the firm most 

prominent in the industry, the threat of anti-trust actions, the brilliant 

innovations of several other computer companies, and increasing market 

saturation had begun ta create sorne problems. Learson's -response was to 

cut organizational fat and intensif y market efforts. Indeed the Chairman's 

forte did seem to be short-run reaction to problems in a manner that involved 

the updating, rather than reorientation of previous strategies. This 

approach has enabl"eéJ1 IBM to ensure that its product Une remainsquite 

relevant to the ~rket. Nonetheless the hastiness of sorne key decisions 

/. 

such as the introduction pf the 370 series. did cost the company considerably 

in lost revenues due to conflicts wit;h !ts own product lines. 

Other firms in this archetype are similar. Avon. the largest cosme tics 

firm in the world has\ con,tinued to pur sue a very explicit, marketing oriented 
_/ 

; 
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strategy as a result of its previous, incredibly successful, sales and 

profits growth rate (1964). Berenchot, a Dutch management consulting 

firm dominates its market in Bolland and again has a very explicit and 
, 

longstanding product-market orientation (1960). 

Essential Features 

-" 

Over the past decade or so, S2 firma have grown and prospered 

tremendously. Their past suceess has been so dramatic ~nd pronounced that, 

without exception, companies blatantly dominate their markets. The competition 

ls not nearly so strong. The environmeAt Is neither particularly dynamic 

nor hostile. Moderate intelligence actlvlty takes place and the firma 

are led, for the Most part, by rather powerful leaders. Tq a very great 

extent, the ~ccessful strategy of the past i8 still pursued. Time horizons 

seem short and analysis and multiplexity are scored relatively lov. 

Strategies are conscious, traditions linger, and industry expertise tends ta be 

extremely high. The firma remain quite adaptive to the environment and 
...><' 

product market innovation is substahtia1. 

Hypothesized Causal Links (See Figure 4-6) 

The S2 fJrms appear to be in an enviable position. Their excellent 

reputation and finaneial and pe~~e1 resources give them a loyal market 

following. No individua1 com~it~; poses any truly serious thTeat. In 

fact competitors fo1low the leadership (in pricing, products, and technology) 

of the dominant firm. The only negative forces in the environment are the 

activist anti-trust agencies, and, perhaps more importantly, the graduaI 

saturation of markets. The period of rapid growth'in sales and'pro~its 

seems almost (but not qui te) over. 

To a great extent at least, the encroaching dangers which face the firm 

are recognized by the top management. In order ta combat some of the threats, 

the firms pay more attention ta the needs of the clientele, and, via 

sensitive contraIs, attempt to improve the efficiency of operations. These 

intell~gence devices help to keep the firma more adaptive to the circumstances 

in the marketplace. Much of the, dir.::crt:ion of the S2 firma is conducted by 

powerful top executives. Many of these individuals have had an,important 

, 
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FIGURE 4-6 THE R,pMINANT FIRM 
" 

The enviromnent is domina ted 
by the firme Dynamism (2-3) 

• 

--- and hostility (2-3) are quite 
manageab1e but are increasing 
and some threats appear 
particu1arly important 

~ 

. 
<' 

The need for at least some 
types of intelligence 
'ac ti vi ty ia recognize.d 
(Scanning 5, Controls 5, 
and Communication 4). 

Analysi's (X4),* ~ 

multip1exity (X4) , and 
futurity (X4) are 1; 

uBual1y lower than for 
other successful 
arche types 

, 

'\ 
/ 

The firm remains 
adaptive (6) and the host 
of innovat~ona (6) 18 
usua1ly well-received 

--

The firm has been very 
successful in the past 
(7) and has amassed 
considerable resourees 
(6) and a fine reputation 
and clientele 

A strong leader geems 
to dominate strategy 
making activity (7) 

Expertise (7) is 1J.igh, and 
so ls consciousness of 
str~tegy (6) - the past 
strategy having proved 
itself to be extreme1y 
powerful 

* An X indieates that the score on the variable is somewhat unreliab~e 
sinee tt varies within the archetype by more than 3 points on the 
1-7 scale. 
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roie to play in formulating the initial highly successful st~ategy, and 

their power base ls extremely solid as a result. 

The past 'recipe' for success still comprises the essential strategic 

::w:,. 

orientation df the firm. The traditional product-market scope ls broadened -

but never dramatically reoriented. The ongoing succeS8 provides very 

little incentive to change the operating philosophies or the modus operandi 

of the S2 corporation. Because the commttment to an explicit strategy ls 

so strong, there does not seem to be much evidence to suggest that a great 

desl of fundamental anâlysis takea plac~ or that the firm thinks far ahead 

into the future. Also, the skimpy strategy making bodies and the dominance 

of a strong leader in steering the course of the firm, apparently do 

little to facilitate' more multiplex decision making. 

Still, the firms are quite responsive to their environments, at least 

for the time being. The need for product-market 'innovations ia taken .. 
seriously and a new stream of goods and services is constantly being 

marketed. lt is important to note that the new products or markets 
<\ 

represent Incrementai change aince no real departure from the existing 

strategy ~s apparent. The success rate of th~ innovations remai~ quite 

high because of the tr~endous expertise which executives have about the 

marketplace, the limited intelligence àctivity which sometimes updates'this 

expertise, and the basic strength of 'the 'mother' strategy. Occasiotullly, 
'"' rather spectacular flops occur, perhaps because of the short-term 

orientation and' the absence of multiplexity and deliberative analysis, or 

perhaps becausè of plain overconfidence. 

Mintzberg (1975) and Miller (1972) have used the term~'Gestalt Strategy' 

to describe tbe orientation of S2 type companies. The stlucture, product

market scope and modus operan4i form an int~grated. mutually facilitating 

whole which accounts for the firm's success. For example, product features 
\ 

incorporate what is n~eded by the marketplace and can be produced and 

respoDsively altered very efficiently $iven the skills and procedures 

present in the organization. The well-knit posture and operating synergy 

make the firm >a formidable competitor. Rowever major changes are 

di$couraged in that any alterations can cause a chain reac~ion which might 

largely destroy the c:ompletiettarities and lead to a troublesome, diffuse 

posture. G~talt ~trategies tend to be mast common in functiona1ly 
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organized firms which are not excessively differentiated or divi8io~lizlP. 

A conglomera te, because o! the pany directions pursued may have a GAstalt 

strategy within a divlsion. but Is unllkely to experience a s1milar--. 

degree of comp1ementarity in its overal1 orientation. 82 firms are not 

al1 that diverse. 

Discussion 

! A G1amorous-Past; A Dominant Presence 

52 firma have experienced incredible ~ates of growth for a substantia1 , 

period of time. Their strategies ha~e been tremendously successfu1 and over 

the years companies have come to very forceful1y domina te their segment of 

the market. There Is absolut~ly no question that firme have substantially 

outperformed competltors and are now in positions of almost overwhelm1ng 

strength. The resources and akilla whiCh they have a~cumulated in their 

stellar c1imb puts them in a doub1y enviable position. 

IBM: 

Helping keep IBM great todal are its immense 
financial resources ~na the vastness of its 
renta1 base. The company has manufactured a 
remarkabte seve~ty percent of ~he world's 
estimated ~42,OOO computera and has rented more 
than half of Us p'roductiou. This gold mine has 
yielded IBM ••• 96 percent of the pretax income 
averaged during the past six years by the ten 
big O.S. mainframe manufacturers. p. 145 

Barenscot: 

From its beginning, Berenscot had always been the 
1argest and most important'consulting flrm ln the 
Netherlands ••• The Netherlands market off ers 
opportuDdties to others ooly to the degree that a 
local Urm, Berenscot t permits ••• l y daninates by 
'head and snoulders' the Dutch markeb p. 2 

-
:Avon: 

Last year [Avon's] consolidsted 
tban the combined cosmetlcs·and 
its two biggest competitors .••• 

salès ••• were more 
toile tries sales of 
p. 110 
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Not aIl aspects of such dominance are positive how,ever. Th'ere 'are two 

m$jor threats. The most crucial seems to be that of market saturation or 

at 1east market maturity. There are signs that the days of phenomenal 
, 

~h rates are coming ta an end. Also, firms have gi'own sa ~werfu1 ' 

~hat they are increasingly being watched by government agencies. Anti-trust 

suits and charges of cutthroat competition do h~e a tendency to reduce 

the operating latitude of top executives. 

Xerox: 

With more than,600,OOO p1ain-paper cop~ers 
a1ready installed (an estimated" 580,000 of them 
bearina the Xerox name), the saturatiqn point 
for that particular product cannat be too far 
of f • p. 121 More immediate than anY"1 , . 
international peX'i1s is the many-pronged legal 
tbreat" at home. The FederafJ't~ade Commission 

• • bas brought 8 comp1aint a$8i st Xerox, .ana, the -
company is engaged in a series of ~uits and 
C""':tersui~' four competitor~: p. 20~/ 

An Increased but Moderate Intelligence Effort 

( 

The mounting problems in the environment have not escaped the attention ... 
of top 1Danagers. These men seem ,increasingly . concerned with the externa1 

difficulties ànd "are emp10ying two basic sorts of in~elligence efforts to 
\ 

he1p th1ngs along. The first entails greater scanning of the environment ' 

ta determine how the firm-can tmprove its services and better meet the 
• 

needs of customers. The'oth~r intelligence dev~ces used are controls, 

particularly those that can hètP reduce coste. improve quality, and 

-identify future resource needs. lt is impor~ant to note that intelligence 

~tivity seems rather modest when compared ta the efforts (and systems) of 
\ 

Sa and SIB firma, but it is greater than that of any of the failure archetypes • 

Avon: 

Many executives still sell door ta door with 
representatives frequently, or attend resident 
managers' sales meçings just to ge~ a feé1 of 
~he [sales] reps' problems. p. 113 
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, IBM: 
~ 

At Endicott, New ~k, ••• the company boasts the 
most advanced c~puterized manufacturing operation 
anywhere ••• Another IBM showcase is ~ $24 million 
information network that ties together 250 sales 
branches,' nineteen districts, four regional offices, 
and nine manufacturing plants p. 149 

Perhaps the tremendously impressive track record of the fim has • 

- ,. 

. , 

. -." 
bolstered its faith in the current strategy to such an extent that '" < 

intelli~ence activity of a broader sort is viewed as unnecessary. 

Whatever the reason, the case data show little evidence of a fully 

developed intelligence apparatus~ Ooly 1solated points on efficiency

mindedness or primitive external scanning seem to appear. 

The Leader as Hero 

.. For the most part, top level executives in 52 firms have played a vital 

role in developing 

tbej :..)lave garnered 

the past (i.e. current) successful strategy. As a result 

a powerful and secure support base. They have 
\ ,t - -

demàbstrated their executive capacities to everyone's satisfaction and , 
dellght and are regarded by some managers and shareholders, as 'heroes'. 

The support or yower base of these executives is so substantial that 

strategy making authorlty becomes centralized in the bands -of the top men. 

IBM: 
.~, 

At IBM, [Chairman] Learson Is known as 1!t " 

demanding. domineering and dlrec t man given~ ~ . , 
to calling people anywhere in the company t'a 
find out firsthand what's going on. p. 56 

Berenscot: 

Mr. "Serenscot was almost a de Gau~le type of 
\ 

leader ••• [and his] firm was a one man show. 
Several others were second in command, but a 
very distant second. p. 10 

Avon: 

[The current top executives (2)] themselves 
fixed tbe basic sales techniques underlying 
Avon' 8 growth. p'. 112 
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Str~tegic Continuity - Occasionsl 'Automa,tic Pilot' 

The dramatic 8uccess of the ftrm employing tts modus operan~i in its 

current product-market fields is anything but an incentive for substantial 

change. One formula bas proven to be 'tried and true'. Over the years 

that formula has been explicitly articulated and ingrained in the 
~ 

-" 

organization in the form of traditions. opera~ing procedures, and corporate 

philosophies. In fact there are many individuals in the firm who have been 

expert in the develGpment and applicat:ion of the strategy. The combination 

of a powerful initial strategy, a host of managers who are_totally committed 

to and adept. at applying the strategy, aIiô, the powerful leadership which 
" integtates and motivates the ada;tive effort. apparently produces good 

results. Firme conti~ue ta thrive. 

There . .is anothet: outcome of this combinat ion which ia perhaps less 

salutary. Analysis o'F- B,trategic issues, multiplexity in the p6ints of 

vlew that go into a decision, and the futùcity of the planning perspective 

each seem to.leave som~thing ta be deaired. 

IBM: 

••• in retrospect, IBM made some strategie errors ••• 
Among these mlscalcu1ations was the oversel1ing ~f 
360 computera, which created an overcapacity in 
computing power. The overpriçing of peripheral 
devices invited competitors into the field. 
Iusufficient work vas done on advanced 
applications ••• p. 145 [The 370 line took 
highly profitable business away fram the 360 1ine 
which resulted in a decrement to net incomeJ. 
Observing the 370 versus 360 clash, one executive 

- remarks: 'IBM now has its fir.st real competition 
in the eomput:er business - and the competition is 
IBM.' p. 145 ' 

Xerox: 

Five ;ears ago. [Xerox] bOË~t Scientific Data Syst~ 
for stock worth over $900 i1lion - a priee that many 
outsiders bave cr1tic;fze~ ar too high. McColougb 
has pub1icly ackn~d8é<f'losaes on computer 
operations of $25 ~lio~ in 1972 and 1973. p. 208 

These blunders could have beencaused by excessive attention to the 

old ways of doing things. i1'ere sometimes 1acks an independent _ 

considex'4tion of the issues at band which pays heed to 'their unique 
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attrioutes. Anotber problem might be the application of a 'group think' , 
vi~oint. Th~ absence of counter-perspectives m4Y lèad to overly 

<li 

sdmplistic judgements (low multiplexity). Berenscot illustrated thts 

trait,by having management consultants who were really ooly indus trial 

engineers and knew little of marKeting or top managênent prdblems. Avon 

focussèd bàsically on the marketing side of things. Its top executives 

were strongly oriented in,that direction. 

There seems also to be a short-term operating perspective (guided of 

course by the 'successful formula'). 

IBM: 

Like [Gen~ral] Patton, [Chairman} Learson has an 
uncanny instinct for the tactic of the moment, 
and also like Patton, he i8 said to be weak as. 
a long range strategist ••• It appears that there 
hasn' t been much time lert--for IBM executives in 
recent years to do much long-range thinking. 
pp. 56-57 

Xerox: 

In some respects [Xerox] resembles a muscular 
adolescent who has grown sô fast tbat he finds it 
difficult to coofdinate his newly acquired 
strength ••• Xerography ••• is still what the 
profits come from ••• p. 117 

-, 

Lest we have been painting too pess1m1stic a picture, it is worthwhile 

to note that S2 firme remain quite adaptive. 

very relevant to what the environment demands. 

Their orientation is still 

The managerial talents 

and financial resources avalIable help considerably; and so do the 

intelligence activities. Of course» there is the occasional proclivity 

to let previous strategies act as 'automatic pilot' and problems are 

sometime~ caused by a lack of vigilance. 

Forgiftg Ahead w1th IncrementaI fnnovation 
> 

Product-market innovation bas been largely responsible for the 

companies' success and this behavior bas been so str0D$ly reinforced 
\ 

that it continues ta take place. Strategiste'have become wedded to the 

ides of innovation. This i8 regarded, so it se~st as being important 

per se. The intelligence activity cobducted by the organizations often 
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points to needs and opportunities for innovations, 'and there is a strong 

drive to remain ahead of competitors. Innovations are usudily incrèméhtal 

however, in that they relate closely ta the existing product market scope. 

Avon: . 

[Avon] is constantly changing both its product lines 
and Its packaging ••• new products have been coming 
out ••• at anywhere from fifty to one hundred 
annually. p. 238 

Xerox: 
~ 

Within the past eighteen months, Xerox introduced 
four new copiers ••• a telephone facsim~~e device 
that receives automatical1y, and a remar~ble new 
machine that puts Xerox strongly into comp~tition 
for a share of the multibillion do~lar offset~ 

printing market. p. 117 

Berenschot: 

Dutcb Industry wa~ expanding rapidly and the demand 
for trained personnel exceeded the supply. Berenscot 
resp'onded by locating a Swiss industrial psyc:hologist, ,t· 

Paul Silener, who had developed a method 'of o~rator 
training ••• The acceptance of accelerated training 
by Berenscot's clients provlded an impetus for 
growth. p. 8 

• IBM; 

[IBM Is moving into] data communication equipment. 
office machines such as the recent1y introduced 
copier, and point-of-~a1e terminaIs. p. 149 

Conclusion . 

The firm bas suc~eded dramatical1y in the past and management seems 

"-~o believe that it is 'on ta a good thing' • The strategy which bas made 
o ' . 

. the 82 comp.ani~s remarkably domina~t continues to ~e pursued by an 

enthusiastic firme Power is centralized in the hands of a few top people 

who are responaible for the development of the successful strategy. 

Intelligence:and a~ytical activity~em ~Q be quite moqerate for a 

success(ùl co~any and the occasionsl ~is commit~ed. There is 
, 

little re-thi'hking of basic strategies, a fairly short planning horizon, 

and an apparent lack of 1QUltiplexity. Still, the cambination of Dlanagement 
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, 
expertise. a wi~n8 ~nitial strategy wh1ch is still appropriate. and a 

, . 
commitment to innovation. keeps the firm finandally healthy and gronng. 

Relationsh~~ Suggested by the S2,~rchetype 

Large doses of past succes~ lead to some degree,of slacket~d vigilance. 

This May be manifested by loWer intelligence activity, less analysis 

L 

~ of s~rateg~c issues, Inadequate multlplexity, etc. 
~ 

2. An alternativè hypothesia la tha~ ft la not tbe success that leads to 

s1ackened-vigila~ce but rsther it is the ~e~ultant dominance of 

markéts ,that has this effect. Thorough dàmlnance reducr,s the 

challenges of. the envtronment. When the environment is percelved as 

simple, less effort May' be devoted to tracklng and adapting to it. 

The firms might be able to successfully employ, st least for a time, 

a ' take it or leave 1t - it"s the only -show in town' approach. 

3. 

4. 

To the "extent tha t an indl vidual ~aB contr:llbu ted subs tantially to a 
-dramatlcally suc cess fuI corporat~èffort - he becomes a persona - one 

" 
who i~ ~ embodiment of~ organizationà\ achievement. His pow~r base as 

chief executive may bécome enormous and~trategy making activity could 

develop as his exclusive domain. ' 
.,. 

The existence of an--~xpl:lcittmd 'tried and true' strategy discourages ' 

fundamental change. But to the _extent that the strategy itself -/ 

incorpora tes an ideology which favars innovation, corporate 'ada~ness 
Clin be maintained for long periods of t:l.me. The chief d_ results 

when innovation -is prescribed too narrowly and tak~ vi thin , 
conflnes tha t are dysfunciio~l. 
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THE GIANT UNDER FlRE - HOLDING THE FORT 

.. 
Sdmpla Case Summaries 

International Telephone and Telegraph Corp. has long beennoted for its 

80phisticated operating and financial cgntrols and its efficient internaI 

cODDDunication system. lt is no accident that the firm has adopted these 

devic~s. A diversified and highly competitive environment has made this 

orientation necessary. With a varied list of acquisitions and the increased 

Interest by the U.S. Department of Justice as weIl as the Anti-Trust branch 

in ite activities, I.T.T.ts environment has become, to say the 1east, 

extremely challengihg. S~ill, the firm's decentralized structure for 

handling individual divisions, and its centralized orientation in dealing 

with top level fi~ncial, acquisittbn, and strategie matters, have allowed 

the firm to cope admirably wit~ the pressur~s (September 1972). 

General Motors is another firm which is run according to a decentralized 

management structure (set up Py the late Alfred P. Sloan). The emphasis 

ls on greater internaI operal.lng efficiency to facilitate .adapting to a 

host of very serious environmèntàl pressures. Foreign competition, the 

trend toward smaller cars, and increasing1y stringent safety and anti

pollution legislation are causing. G.M. to have to change its strategies. 

The firm ch~nges only gradually but always in the right direction. The 

un~pressive s~eed of change is due in part to an unwillingness 

to stray very far {rom the original strategy. The informed nature of 
, -

r,changes is l\~gely attributable to the G.M.' s diligent intelligence 

'efforts (J'anuary 1972). . . 

The other two firma in this arche~ype are H.J. Heinz Co. and Dupont. 

Heinz has very greatly expanded ite food and houeehold product linea and 

sells to 150 countries: The impetus provided by the increa$'ed eomplexity of 

the administrative task and the accounting orientation of the chief 

executive, have resulted fn a very decentralized though weIl controlled 

operation. This has ai10wed the firm to succeed in th_~:~ac;;.e of very intense 

----:~tition (October 197,1). The more' recent caf;Je of DdPorit (November 1967) 

portr~firm which is faced with ever more powerful rivaIs in an 
~ , 

increaeing1y tma~market'. DuPont'a considerable diveraity in its 

products and markets th thanks to ite sophisticated 
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f 
administrative structure and ita considerable financial resources. Both 

DuPont and Heinz are able to preserve, or ta change only gradually 

product-market strategies because their 'piecemeal' adaptation Is often 

remarkably effective. 

Essential Features 

The S3 firms are weIl established, very large, and face an extremely 

chalienging environment. Perhaps these firms represent what happens ta an 

S2 corporation over time as it grows, diversifies, and gradually changes 

its strategy to be more in line with new external reaIiti~s. Aside from 

being somewhat more heterogeneous than S2 flrms, the S3 company faces a 

turbulent and complex environment due to a hast of threatening trends. 

Fortunately there Is also greater use of organizational intelligence, 

particularly control s which moni tor the pulse of the firm and ensure the 

mutual complementarity of the efforts of different divisions. At the same 

time, there i8 greater delegation of authority to lower levels to handle 

the onerous administrative task. The companies display a 'muddling through' 

type of strategy making behavior. That 19, adaptation to the environment 

takes place in graduaI, and piecemeal fashion, usually in response to 

problems. A group of middle and top managers are responsible for steering 

the firm. Unlike the 52 companies there i9 no one entirely dominant 

strategist. 

Hypothesized Causal Links (See F~gure 4~7) 

There seem ta be t:wo basic underlying causal forces for thb S3 archetype. 

The firet 18 of course tQe environment which Is extrem~ly. complex and 

difficult to cope~with. '1'be second is the firm's past strategies which 

have been very successful artrl have caused the firm to grow extremely large. 

The envi~onment is increasingly hostile in that competition is mounting, 

anti-trust suits abound, and ma~ets are becoming somewhat saturated. 

Dynamism has grown with changlng ôustomer tas tes a~d habits and the need 

for different production technologie~. The third environmental 
" 

characteristic which really distinguls'es the 8
3 

archetype from most others 

18 the relatively high degree of 'enviro~entai heterogeneity. 8
3 

firma 
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FIGURE 4-7 THE GrANT ~DER FIRE 

Dynamism (4-6). Hostility Firms are large 
(3-7) and Heterog~neity and were highly 
(6-6) are very substantial successful 
and pose a serious 
administrative challenge 

'" 
~ 

l 'IQ. 

Organizational Intelligence There is much delega tion 
efforts are substantial (7) and strategy making 
(scanning 6, controls 6, ~ activity Is Dot blghly 
and communications-6) . centralized 

'/ ; 

A good deal o~commi tment 

/ to past strategies 
remains. TraditiÔfls (5) 

Analysle (6), Mul tiplexity are high while strategies 
(5) and Fu turi ty (5) are explicit and conscious 
are eubetant:tàl r (6) -

• loi 
~ 

--- Change la graduaI (proactiveness 4) 
fi but consistent (product-~rket 

innovation 5) and adaptive (5) 
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are not only big, they are a1so fairly diversified and cater to markets 

which are different from one another. 

Obviously this sort of environment entails a tremendously difficult 
!I. 

administrative task. S)· fi rIDS remain quite succe.~ful and perform 

substantial intelligence activity. They have also divided up the job 

of administration. Know~dge of this environment gathered from 
, 

scanning, sensitive controls, and internaI communications, is weIl 

developed. There is aIs a the "requisite delegation of aIl matters to . 
middle and lower management. Even sorne of the overal~ strateg1 makiag is 

done by divisional vice-presidents. Power centralization at the top i8 

quite moderate since task complexity dictates that many parties get 

meaningfully involved in the top level direction of the firm. 

The 1ntelligence and power/task characteristics of organizations again 

appear to influence strategy making ·styles. Analysis and futurity may 

derive, at least in part, from the active intelligence efforts which trigger 

the perceived need for vigilance and investigation. Also,decentralization 

and participative decision making assure that a heterogeneous body of 

decision makers are co1lectively sufficiently multiplex in their orientation 

to handle diverse anp complex issues. 

There is another apparent causal influence on the organizational and 
, 

strategy making characteristics of S) f~rms. The success of past strategies 

has enabled firms ta grow to be indus trial giants~ As was the case with S2 

firms, the resplendent success of a previous strategy has made the company 

basically reluctant to abandon said strategy. There remain a number of 

'traditional' ways of doing things and' a strategic posture which is conscious 

and weIl defined. It 'is important to note that the initial strateg'ies of 

the firm not only established a certain product-market scope, but also 

instigated an administtative framework and an associated modus operandi. 

More specifica1ly, emph~sis was placed on decentralization, sophisticated 

organizational intelligence, and a rather analytical and .contemplative 

(though often reactive) mode of decision making. Also, the initial 

strategic orientation spelled out the need for expansion, innovation, and 

external adaptiveness to the setting (marketplace). 

still serves to characterize S3 firms. 

• 

Each of these traits 
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While strategie change, particularly in the basic product-market 
~ 

orientation, ls graduaI, ft is nonetheless responsive ta external conditions. 

The firm ls adaptlve to the environment and makes changes in response to 

external stimuli more often than it leads the way into new areas. In 

summary, the prime influences or driving forces of the 8
3 

archetype are 

current envirorimental conditions and past strategies. The outcome ls a 

successful organization which remains viable, but also which may be in some 

danger of losing its growth momentum if competition makes rapid gains. 

The S2 firma differ from those in the S3 archetype in that the former 

are very dominant while the latter are much less so and have had to cope 

with market 'maturity' for a gaod number of years. 

Discussion 

Company Size and Environmental Heterogeneity 

AlI firms in 'the archetype are 'household names'. They are extremely 

weIl established in their industries, have long standing markets for their 

products, are quite intimidating ta the competition, and can be considered 

ta be industrial giants. The companies also serve quite a diversified 

array oi markets. In the first place different sorts of goods are sold 

by the firma through different distribution channels. Secondly. there has 

been considerable geographic expansion sa that products are marketed 

world-wide. 

DuPont: 

[The DuPont Strategy] wa~ gradually formulated during 
the late 1920' sand early 1930' s. when DuPont turned 
from growth by acquisition, wh'tch got it into a lot of 
different ~rkets, to growth by innovation, calculated 
to create new products for those markets ••• For a long 
time its strategy was immenseiy successful. In tbe 
years 1946-65, while increasing sales from $649 mUlion 
to nearly $3 billion, DuPont did average just about 10 
percent on gross operating investment. p. 138 ." 

t', 

General Motors: 
~, 

G.M. 's sales last year were sorne $28 billion. its as sets ••• 
seme $17 billion. its earnings some $1.9 billion. p •. 99 
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H.J. Heinz: • Famed for 57 varieties, Heinz nhw turns out 1,250 
products in fort y factories in thirteen nations or 
territories. It employs 30,000 people and sells its 
goods in 150 countries. p. 77 

Interpational Telephone an~Te1egraph: 

[The total] number of l.T.T. acquisitions during 1961 
to 1971 .•• was around 250. They he1ped build l.T.T. 
into a mammoth company that by last year had sales of 
$7.3 billion (enough to make it the ninth largest U.S. 
industrial corporation) and an additional elaim to $1.5 
billion in revenues from .~. insurance and finance 
subsidiaries. p. 39 

ALI firms are operating in fairly 

for growth is qUi~e 1imited. However, 

successful and fi~S remain secure and 

mature industries in which the scope 

pa st strategies have been,very 

profitable. 

A Threatenin~ Environment 

There is no 9Yestion that the environment has beeome much more dynamic 

and hostile. Competition, new social forces, changes in consumer wants, 

government 1egislation; and technological problems are aIL making themselves 

felt to an unprecedented degree. 

... 

DuPont: 

Years of research leadership enabled the biggest 
chemical company of themall to stay ahead 
effortlessly. Now the rest of the field ia 
catching up ••• in a c1assic examp1e of what 
happens when competition speeds up and the 
economy slows down. [DuPont is getting] tqe ~ 

fight of its life. p. 136 

General Motora: 

The automobile industry in general, and G.M. in 
particular, are under fire on a dozen fronts. The 
industry's product is attacked as unsafe. It is 
charged with be'ing the principal cause of air 
po1lut!on, congestion, [etc.]. p. 99. [There are] 

.mounting labour and materials costs and inereased 
foreign competition ••• car sales have been be10w 
the usual growth trend sinee 1968. p. 100 

• 
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H.J. Heinz: 

'" as the structure of the market changes, new products 
pro1iferate, and the market power of brénd names, vital 
to the food manufacturera' profits - ia threatened by 
prlvate labels. p. 78 [Theae new] bazarda constitute 
added risks in what is already a fierce struggle for the 
$lQ{ billion American food budget ••• Everyauccessful 
food product is almost immediately copied by competitors. 
p. 80 

1.T.T.: -

The [Justice Department]"settlement ••. permitted 1.T.T. 
to retain its largest subsidiary ••• but required it to 
divest itse1f of other large units - Avis, Canteen, 
Levitt, and a portion of Grinnell - and to curtail major 
acquisitions in the U.S. lits former source of growthJ. 
p. 89 1't 

The Paat Strategy of the Firm 

The operating philosophies of the firm and its product-market scope 

seem very much an outgrowth of strategies which had been formulated a good 

many years ago. As mentioned, these strategies were very successful 

indeed, and contributed to the bold growth the firm had experie1).ced 'in 

the pasto The result is that executives are still quite committed to 

the old ways. 

1 

DuPont: 

••• in the light of the company's resplendent 
achievements, it is easy to understand why the 
executive commit tee rates DuPont's 
potent~alities higher than mere outsiders do, 
and why, in the face of its decline, it might 
still be reluctant to change the company's 
traditional strategy. p. 138 

General Motors: 

Ever since Alfred P. Bloan Jr. and his colleagues. 
reorganized its basic decision-making processes 
half a century ago, the company has been thought 
of as the model o! a wel1-managed corporation. p. 99 

IL-

• 

, 1 

1 

'1 



, 

f 

" 

() 

----
-â6-, . 

Fortunately. the 'old ways' have much to comend them. To a large 

extent they incorporate a ~odus operandi which allows the organizat~on to 

evo!ve along the path which makes adaptation possible. 

Task Organization and the Power Structure 

The administrative structures of General Motors, DuPont, and l.T.T. are .. 
legendary for their emphasis on decentralization and teammanagement at the 

top of the firms. Delegation of authority to perform non-strategie decision 

making is very considerable, so tnat lower leveis are charged vith most 

routine and operating functions. Divisiona! profit centers abound and 

middle and higher leve! officers are often compietely in control of, 

decision making for their areas of jurisdiction. 

At the top echelons of the company, strategy making power usually 

aCC(1rues to a number of individuals (sometimes even, a committee). This more 

mod~rate mode of centralization tends to allow operating officers, staff 

specialists, and top corporate executives to work together to make decisions, 

de termine product-market orientation~, and develop long range plans. 

'. 

DuPont: ~ 
• •• venture managtfts ••. are ailowed an astonishing 
degree of freedom in deciding what to do. p. 130 

1l.J. Hein~; 

Racb of the company' s subsidiaries does lts own 
research and introduces new products 
independently of other units of the company ! 
Foreign $nd domestic [subsidiaries], operate as 
independent companies and make their own opera tin'g 
d~cisions. They hand1e their own purchases ef 
material, do their own pricing and marketing, and 
conduct almost no intra-corporate trading. p. 80 , 

l.T.T.: 

[All of the tq,embers of che Office of the President] 
are today activelY involved in the company's major 
decisions. p. 220 

Corporate structures 'baye developed thelr present fonn l.argely..r~s the 
, . 

result of decisions made many years back. In fact, It can be argued éhat 

past strategies have played more of a role in §etermining current structures 



\ 

1 
, ,b 
~, ~ 

\ ... 

, Il 

( 

, '1 

() 

-0/ , --~-~--- ~T 

; 
..... ~ .. --.,.,..... ................ -.,.,. ... ____ .-...._,, __ ...... #>~~..\o.,.~ ...... """'{1', .. ~,.~.....,.,~ ... _ .. ,._ 

-137-

than do extant conditions in the environment. This observation notwithstanding 

the task organization and power structure does seem ideally 8u1ted ta. the 

turbulent setting. Uncertainty becomes fragmented sa that experts are . 
, 

given the freedom to handle chunks of the adaptive task. Integration is 
• 

achieved by an almost collegial type of decision making/planning body at 

the top which include repreaentatives with different viewapo1nts. 

" A Devoted Intelli~ence Effort 

The proclivity towards intelligence activity also seems ta stem both 

from paat corporate orientations and from current environmental needs. 

There appears to be a tradition of strong finaneial cantrols, active 

scanning efforts, and efficient internaI communications. Again, the 

traditiop is particularly suitable to current eircumstances. 

H.J. Heinz: 

••• the situation ~n one country is apt to be 
quite different fram that in any other, and 
Heinz scouts a territory carefully before moving 

J
. One way the company feels,out the market 

P' ential in a country is by shipping in Heinz 
g da ••• if sales are enough a faetory may be 

Ut. p. 178 ' ' 

LT.T.: 

[1.T.T. has al unique controller set up under which 
the chief financial dfficer in each operating unit, 
though charged with keeping his chief executive 
officer fully 'informed of his actions, reports 
directly to I.T.T.ls controller ••• and looks to 
[the latter] for r~ises and promotions. The 
set-up was ,installed by Geneen in an effort to 
prevent unpleasant financial surprises. p. 218 

DuPont: 

To search out'new [product~rket] prospects, the 
Development Department main tains its own research 
and development division ••• p. 180 
••• part of the mark~lannlng group's effort 18 
aimed at improving commu~nation beeween executives 
by showing them why they st agree on their basic 
terms and how to agree on t em, and he1ping 
executives define their problems adequately. 
p. 182 
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Thoughtful Decision Making 

Analysis, consultation, and deliberation characterize decision making 

in the 8
3 

firme The intelligence activity identifies focal points for 

analysis while th~participative mode of decision making a110ws multiplex 

judgements to emerge. Some planning has long been ingrained in the 

strategy of the firm and represents a weIl established modus operandi. 

r 
~ 
1 

DuPont: 

DuPont takes a very long [term] view and has a 
lot of 9ptions ••• patience i8 part of DuPont's 
way of dOing business; be sure you're right, 

0-make haste slow1y, take a long look before 
you leap, and give your promising projects 
time to work out. p. 180 

General Motors~ 

'The financial staff has pretty mucp had its 
nose into almost every end of the business, 
and werve continued to run the business on 
the basis that there should be a strong voice 
by tbe financial management 'p. 101 

li.J. Heinz: 

[President Gookin] holds annual planning 
( 

meetings with the head officers of each 
company, at which goals set by those officers 
for the coming one-year ~nd five-year periods 
are thoroughly discussed.' p. 179 

loT.T.: 

Re. a proposed Avis project which required l.T.T. 
approval: '[I.T.T.] were gun 8hy of [Avis') 
claims', [Avis President Marrow] says, 'and they 
were totally unimpressed by my feeling that this 
was going to be good for J.vis' image. They were 
on1y interested in [practical results] 
We went through more drill and the justification 
for Wizard over and over for two years before 
we finally got an okay. 1 hated it st the time, 
but if they hadn't made us do that ••• we wou Id 
have been dead.' p. 218 
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Gradual Adaptation 10 the Environment 

~e companies change their strategies gradually ,in an attempt to cope 

with new conditions in the environment. Often, such changes are a reaction 

ta external threats rather than an original initiative. For the MOst part, 

there are no very fundamenta1~hanges in product-market orientations. 

~is may not hurt very much in the short tun, but as time passes, the' 

danger increases that some of the market~will dry up and some,of the 

products will become obsolete. In spite of these potential problems, the 

~ generai direction of adaptation and innovation is apparentÀY sound and weIl 

... executed • 
, 

AlI things considéted, once a firm reaches a "certain si~e 1t 

seems very difficult to effect dramatic reorientations in short spaces of 

time. 

DuPont: 

'One of the penalties of size'~ observed [Chàirman] 
Greenewalt, 'is that it 1 s now hard to develop 
a product that can make such a big impact.' p. 138 
As one executive in another company has remarked, 
DuPont's proprietary sense often rubbed off on its ~ 
sales force. 1 ts rivaIs, on the other han,d, have 
necessarily been hard, sharp marketers. pp. 138-9. 

BUT 

DuPont stakes its future on new products [and 
attempts] to hunt do~ attractive commercial 
opportunit~es in fields not adequately eovered 
by current endeavour p: 141 

General Motors: 

[G.M.) was slow to stake out a position in the 
growing market for small cars. p. 172 

BUT 

G.M. is moving to strengthen its position in the 
., low-priced market ••• [and] hopes to Increase its 

penetration in ••• fàst-growing [overseas) markets 
ln Its effort to desl with air pollution~ G.M. has 
2000 engineers working full time on emission 
controls. pp. 172, 4; 6. 
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H.J. Heinz: 

[To combat priva te-label goods, Heinz] switched 
the emphasis of promotion and marketing efforts 
from providing inducements for retailers to 
handle Heinz goods ••• to advertising ••• 
'building our franchise vith the public and 
keeping our name before them.' p. 178 

The speed of organizational adjus~ent, and to a lesser extent the 

efficacy of that ad justm en t, ie somewhat reduced by the commitment to the 

strategy of an eariier era. However, that strategy and ,the operating 

philosophy which it encompasses remain substantially relevant to current 

conditions. The intelligence systems, structural orientations, and 

anaIytical strategy making styles, seem to do much to facilitate corporate 

adaptation. The size and traditions of these firms may impede them'from 

moving with the grace of a ballet ,dancer, but most of the moves which are 

executed tend to be in the right direction. 

Relationships Suggested by the 83 Archetype 

1. Strategie~ which specify on1y a product-market posture grow quickly .. 
obsolete in a turbu~nt setting. But strategies which invoke an 

administrative and structural orientation as weIl (such as those of G.M. 

and DuPont) can be seIf-renewing. A modus operan~~nd structure which 

ensures sensitivity to exbernal trends and the ability to handle task 
) 

complexity, can faci1itate the adaptive process indefinitely. 

2. Past success which is thought to be direct~y attributable ta a particpiar 

strategy may invoRe resistance to change • ,.. 
3. The Iarger a fi~ gets, the more difficult it ia to effect very rapid 

adjustments and major reorientationS in its product market scope and its' 

modus operandi. New directions a~d projects tend to count for oo1y a 

smaii part of the mas~ve business. 
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. ~ 
4 •. Environmental dynamism and hostil1ty, particularly when extre1lle and 

recent in orlgin, will prompt intelligence efforts and structural changes 

only where similar attempts have been made in the past (and }lave 

(J succeeded). 83 firma have undergone dr~tic changes in their 

e~ironments. lt is quite unlikely that, they would have been able to 

cope with these changes as wéll as they have done had there not already 

~isted an effective intelligence system to de termine the.nature of the 

transitions and s task/power structure to facilitate analysis and! 
, 1 

decision making. 

" 5. Heterogeneity in the environment results in the need ,: more participative 

decision making at the policy formulation levels. A variegated environœent 

e required multiplèx and multifaceted strategies which are better 

fostered by having an array of talents and interests reflected in top 

level decision making and p~anning. Heterogenei~ also occasions the 

need for more decision making authority at lower levels so that~those 
, ,~, il> 

with t~e most knowledge èan adapt their practices to the needs of their 

owD settings. Obviously this will create the need for a greater 

integrative effort at the corporate level and, as mentioned, it can be 

facilitated by participative decision making. 
l' 
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S 4 THE ENTREPRENEURIAL CONGLO~RATE 

Sample Case Summaries 
, l 

Th~re ls no doubt that the sprawling Gulf & Western industries is 
• 

, 
completaly dominated by ita aggressive Chairman, Charles G. BluMorn. 1n------ ',_ 

one decade Bluhdorn has transformed the firm from a small autoparts 

business into a billion-dollar conglomerate, enco~passlng ente~pris~ as 

diverse as Paramount Pictures, New Jersey Zinc, and South Puerto Rico Sugar. 

Major policy decisions are made at the top and particular care and 

thoroughne~s characterizes the analysis of acquisition candidates. While 

operations are decentra1ized" financlal co~rols are imposed from the top. 

There 1s no question however that the firm continues to make very bold moves 

into complete1y new'lines of business and it often dQes this by leveraging 

capital with high borrowings (Mar ch 1968). 

Peter Kiewit owns the massive construction company that bears his'name. 

Thirty eight corporations engaged in heavy construction, manufacture of 

concrete products, insurance, ranching, coal mlning and publishing are 

tightly contro11ed by this entrepreneur. The firm's estimating and controls 

system ls second to none. One particular strength of the company has been 

its ability ta identify the \~st profitable types of construction business 

and to go aft~r and obtain ~e biggest contracts in the industry. The nature 

of the industry was such that ,the firm had to change the orientation of its 

construction business about on~ every decade dnce the 1920' s. It~ steady 

, profits tes tif y that Kiewit has one this w!th ~reat skill (April l,,966). 

Bob i Hansberger of Babe' Casea e engagedin 33 mergers and increased the 

company's sales thirtyfolcl in 12 yea s. Hansberger la a dominating pres1.dent 

and has sing1ehandedly taken his firm nto the paper, packaging, building 

materials, office supplies, housing, 'an~mobile homes markets. lIealthy 

profits were ~intained throughout (Octob~ 1969). J.B. Fugua, the found~, 

c~ef e~ecutlve. and largest shareholder Of~ugua Industries 'has caused r 

his firm ta enter more than 15 industries, ran~ng from photo proeess:1ng to 

truck~ng. His tight fi~ncia1 controls and,subs~ntia1 abilities as a 

cong!omerator has hefped the firm thrive and grow {pectàcular1y (February 1972). 
\ 

Textron has a1so grown via an intense stream of acquisitio~s and it8 27 
\ 
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separate divisions are in so many different lines that the firm cannat be 
o 

identified by any one of them. The company's e~phasis on resouJce _ 

management and a ~eIatively conservative finaneiai poliey has 'helped the 

firm to remsin profitable (April 1964). The final company in the 

archetype is by no means a standard conglomera te. The M~ville Shp~ Corp. 

is'not run Dy an owner~nager either. However, a careful1y oriented 

diversification and d;centralization strategy has caused the finn to 

broaden its 1ines dramatically. It has gone from the sale and manufacture 

of pedestrian sty1ed men's shoea into the high fashion ladies' and men's 

shoea and clothing. The firm has done this by acquiring severai retail 

chains and in some cases, by setting up its own outlets. The 

reorientation has been achieved very successful1y (Decembèr 1969)., 

Easential Features \ 

An aggre •• ive entrepreneur runs mast s~ compani.s. Often a sUbatantial 

shareholder, this executive ia largely respo~~ble for the tremendous past 

o 'growth of the f~rm anq its tepdency to diversify'and to continue to acqu~re 

new subsidiaries. As for the S3 firm, there is a great need ror controls 

to track and guide the array of diverse divisions. The S4 companies t~at 

become failures often turn into FI firma. This i8 usually because there 

has been an overextension of financial and managerial resources. For the .. 
most part~ 8

4 
companies are quite aware of the danger and the entrepreneur's 

boldness t;ends to be somewhat tempered by this. Still, the emphasis ls on 

the aggresslve pursuit of opportqnities by a dominant executive, and growth 

and·div~ification remain the,primary objectives. The threat of too much 
., 

expansion o and too litt1e oonsolidation is ever present. 
~ 

Hypothesized Causal Links 

• So far, aIl successful archetypes had as their causal 'starting points' 
• - ."?J 

the conditions of the environment andlor the nature of past strategies and 

operati~ philosophies; The S4 archet[p.e seems ,to have most of its 

essential features derived fram t~e p~erful leader at the ~op of the firm 

(see Fisure 4-~. The current clÙ,ef ~ecutive tends to be an aggressive 

entreprenèur who is mast intere~~ed,~n expan4i~ and diversifying his firm. 
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FIGURE 4-8 THE ENTREPRENEURIAL CONGLOMERA TE 

1 

~ firm i8 1ed by a~powerfu1 
leader (centralization 7) 

u. 

A bo1d strategy of expansion 
through acquisition is 
pursued (proactiveness 6, 
risk 6, innovation 5) 

Environmenta1 heterogeneity 
(4-6) has grown considerably. 
Dynamism (4-5) has a1so 
increased. Organizationa1 
differentiation is high (6) ~ 

There is much general 
intelligence activity 
(scanning 6, contraIs ~I~~--------------------------~ 
6, communication 6) 

1 

Strategy making ia analytical 
(6) future oriented (5) and 
relativelyadaptive (5). 
Integr~'tlon ls OK (5). 

... 

l 
Delega tion of 
authority ta 
divisions Is 
substantla1 (6) 
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Usually, this individual has a relatively high share of ownership in the 

company (not necessarily of a magnitude which gives him complete control). 

A very dominant strategy of the top executive consists of the acquisition 

of otJler firms. Sometimes these firma are in 'related' industries but often 

(in fact, usuaUy, for SalUe compa~ies), they are not. , 
The most Immediate repercusslon of this growth/acquisition philosaphy 

is the increased heterogeneity of the environment. There are a multitude 

of industries which management must cape with and which may be very 

different from one another iri terms of the required methods of operation. 

Also~ because there have been sa many acquisi~ions. inevitably Sorne of the 

new divisions are in environments which are of a more dynamic sort. 

Environmental complexity creates the need for more intelligence activity. 

There Is much emphasis on attemptlng ta monitor the progress of subsidlaries 

via scanning, contraIs, and communication devices. Also, the comp1exity of 

the administrative task is such that most of the operating functions are 

delega ted to the managers of subs idiaries. However, aIl the maj or 

strategie changes or problems are dealt with by top management. 

Finally, the constant preoccupation with acquisitions seems ta make the 

n~ed for planning and analysis very acute and aIs a quite obvious. The 

environmental complexity and intelligence activity assure that enough 

prob1ems and opportunities come to the attention of corporate staff to 

constitute an incenttve for planning and analytical activity. The freedom 

of top 1eve! executives to deal mainly with strategie issues (operating 

respdbsibilities have been thoroughly delegated) a1so aHows far mOre 

"a041ysi8 and greater attention to adapting to the environment. 

DiscuSl3ion 

The Leader and His Strate~y 

8
4 

companies are run by entrepreneuria1 t,ypes of individu.ls who have 

set the basic oper"ating philosophies. .The prime objective of the firms ia 

to grow rapidly and the principal strategy for doing sa involves the 

acquisition of subsidiaries. lt should be made clear that the chief 

executive ia by far the Most powerful individual in the company. His 

'power may derive from having controlling ownership in the firm, excellent 

support from the Board of Directors, past successes, an appealing charisma, 

-, .... 
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or sorne combination of these at·tributes. At any rate, the leader's power ia 

~challenged and, as chief atrategist, he is able to pur sue the strategy 

which he believes to be most appropriate. There are seldom any interferences 

to prevent this. As a result, entrepreneuria1 top executives have been able 

to boldly take risks and aggressive1y pursue opportunities to induce 

corporate growth and diversification. 

,) 
~ 

Fuqua: 

Fuqua is the chief executive and largest individual 
ahareholder of Fuqua Industries, which is operating 
in more tban fifteen industries, ranging from photo 
processing to trucking. His genius for buying and 
selling companies has made him one of the richest 
men in the South. p. 194 

Kiewit: 

For himself, Kiewit has built a vast financiaI empire 
that .•• is worth at least $200 million. As of last 
year ne owned 38 corporations enga~ed in everything 
fro' vy construction to insurance, the manufacture 
of crete products, tranching, coal;-min,ing, and 
pub! s • .. the apex of his empire lS a holding 

Kiewit himself owned 80% of the 
p. 148 

Boise Cascade: 

[Hansberger took] the route of merger and acquisition 
to atrengthen and widen ~he company' s position in 
wood products and related areas. p. 135 

' ••• We have taken some risk in araaa of uncertainty 
that altnost bet the who1e company. But the 

q advantages if we won were so important that we 
fe1t we had to take the chance.' p. 198 

Textron: 

[The CEO's] eagerness to publicize the company and its . 
stock rests in part· on an awareness that more 
acquisitions are in the worka. pp. 226 & 231. 

• 

GrowinR E~vironmenta1 Complexity 
~ ~ 

Be~ause firma have expanQed~o rapidly and have entered new and àomettme~ 

strange markets, the environment becomes more complexe The CotÙt>lexity takes 
, '. L • 
the form of increased heterogeneity, and tO a lesser extent, greater . 
dynamisme In the first instance, the environment has become characterized 
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by greater variety as new and different products are sold to different 

group~ of customers. The greater dynamism, on the other hand, stems from 
, -

the entry into more turbulent markets with more variable technologies, 

rapid changes in customer wants, etc. A final cause of mounting 

complexity is sheer company size, which bas increâsed so dramatically and 

which compounds prob1ems of coordination and control. 
~ 

Boise Cascade: 
/ 

When [Hansberger] tobk over ~t the beginning 
of 1957, Boise Cascade's sales were $35 
million. Last year [1968] sales passed $1 

'billion. p. 138 

Melville: 

[In only 5 years] Melville raised its sales 
from $195 mfllion to $293 million. p. 110 
•.• Because it is trying to be many things 
to many people, Melville, unlike other 
merchandisers, is happily fragmenting its 
public identity. The corporation considers 
its multiple personality to be vital ta its 
success •.• Melville is ready ta move into 
the highly competitive f~shion market. p. 112 

Fuqua: 

In 1966, revenues rose ta $19:6 million, ••• 
in 1967 •.• ta $60 million .•• in 1968 they 

.' topped $200 million. p. 194 

Gulf & Western: 

In one decade [Bluhdorn bas] transformed Gulf & 
Western from a small auto-parts business into a 
billion-dollar conglomera te [via) seventy-~wo 
acquisitions. p. 123 . 

~ 

Much Divisionalization and Delegation 

Environmental complexity causes the administrative tasks facing the firm 

ta become correspondingly tougher. I~ is no longer possible for there ta 

be a one-man-show. People at tpe top of the organization cannot be 
> 

sufficiently familiar with, nor have enough ttme to deal with, the operating 

'matters oî subsidiaries. There develops a cadre of lower lèvel managers 

and 'experts' who have the ski!l and autho~ity ta handle such l$sues. The 
~ , 

headquarters, pr corporate lev&l executives concentrate mostly on planning, 

~. 
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coordination of efforts, strategie decision making, and help~g subsidiaries 

with special problems. 

• 

Melville: 

.•• the divisions have considerable independence. 
~ch bas its own headquarters and its own 
president. p. 112 

Kiewit: 

••• a Kiewit executive runs,his own show under 
Peter Kiewit's watchful eye. 'Pete furnishes 
a lot of leadership .•• but he doesn't 
Interfere with his executives - as long as 
they're right'. p. 151 

Gulf & Western: 

Gulf & Western has evolved a •.• manageme~t 
system based on decentralized operation with 
centralized financial contraIs ••. 
[Headquarters] bas been enviably proficient 
at keeping alive, and indeed heightening, 
the entrepreneurial zeal of [subsidiary) 
executives without getting bogged down 
itself in the day-to-day problems of the 
subsldiaries. p. 125. Major poticy decisions 
remain in the hands of a half-dozen top 
officers. p. 124. ~ 

Textron: 

'We fost~r the thought of autonomy ••• but our 
association with the divisions is intima te. 
We manage by exception~. p. 222 

A Sharp Intelli~ence System 

. Because operfttions are decentralized, there is a greèter need for 

controls and communication systems to monitor performance and to facilitate 
'; . ' 

-, 

corrective action and coordination. _ 8
4 

firms do seem to pBssess such systems. 

Scanning activity is also quite pronounced especially when it is directed 
,) , 

towards locating and evaluating potential acquisition candidates. Another 

-, reason for the proliferation of intellig~nCe ~ctivity i. that the 

environment bas become much more heterog neous and s~ewh~t more dynamlc. 

It i~ thus that much more tmportant to become sensitive to the many signaIs 

p~t out by the setting in order to effectively adapte 
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Boise Cascade: , 

'[In assessing a competitor] we weigh aIl the 
things he can do. We ~y to decide what the 
chances are that he will db any one of them ••• 
We consider his position, his balance sheet, 
his psycho1ogy, his gutty Jor conservative nature 
as an individua1, and the past patterns of the 
corporation's behavior.' p. 202 

Melville: 

Melville's rising share of the market is evidence 
that it has made a good t~ing out of a feeling 
for fad and fancy. The cGmpany also bas the 
know1edge of where to buy merchandise, an 
abi1ity to get it into the stores fast - and 
the foresignt to have its stores in the right 
places. p. 112 

Kiewit: 

[Kiewit] has been right just about every7im~ 
in his anticipation of the ~ay the constr tion 
industry would move ••• His [constructi 
contract] estimating system is the envi - and 
despair - of his competitot's. p. 150 ' 

Con troIs and Communication: 

Textron: 

[Textron Chairman] Thompson ••• put the finishing 
touches on his own program of centralized control 
and diyisional operation. ~ts essentials were 
frankly copied from General Motors ••• relating 
the profi~s from Bny ventqre to the invested 
capital it required. p. 157 ••• To ensure tbat 
the divisions attain theit investment objectives, 
Textron watches ove~ theit operations closely. 
p. 220 ••• The divi~onal reports are detailed 
ones ••• '1 don't like surprises' [says Thompson]. 
p. 222 
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Fuqua: 

Fuqua gives considerable 1eeway to the nineteen 
men who run the company's subsidiaries ••• 
But when a subsidiary gets into trouble~ Fuqua 
moves in fast. p. 194 ' 

Gulf & Western: 

'We're like an investment compan~', says [Chairman] 
Bluhdorn, 'except that they just sit upstairs and 
watch the horses rune We get down and manage t'he 
horses.' p. 123. Gulf & Western keeps close tabs 
on the financial affairs of aIl its units. Five
year goals are set for each one. Every three months, 
each division is requirèd to forecast its sales, 
profit, cash flow, cash needs, and capital 
expenditures for the following five quarters ••• 
[The centralized cash management system] quickly 
alerts management to units that are doing 
particularly weIl or badly. p. 202 

Perhaps wQat is most significant about the intelligence systems of the 

S4 firms la their 'overall' corporate orientation. Looking at the merits 

of acquisition candidates, and carefully monitoring divisional performance, 

are performed diligently. Unfortunately, there does not a~pear to be much 

evidence about the use of non-financial controls. The cases pften do not 

indicate that executives have a thorough knowledge of the 'nuts and bolts' 

of divisional b~siness. It is possible that financial indicators are 

Inadequate in that they tell only a part of the story of what is going' on 

in the firme A look at some of the failure firms reveals that several 

mi8ht have in the past been categorized as 8
4 

firms. ,Perhaps some 

distinction should be made then in further research abouti the types of 

sca~n~8, contraIs, and communication information which is processed. 

Our d~ta base was insufficiently detailed to enable us to do this. ~ 
~ 

An Ability to Analyze, Plan, and Adapt 

--" 

In spite of the boldly proactive and aggressive strategy which is pursued 

by the Urm, few errors in judgement seem to take ,place. Most risk,' taking 

bas been rewarded handsomely and the growth rates in profitability have 

been nothing less than remarkable. Much of this success is probably due 

l' 
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to finaneial 'synergy'. the acquisition of weIl managed firms. the 
-decentralized str~cture. the financial c9htrols and the sophisticated 

methods of evaluating acquisitions. However, an additional cause may be .. 
the analytical framework used by strategists. There ia a tenden~y to plan 

moves in ad~anee, t~ thoroughly analyze the most imPortant,dfci~n 

situations, and to attempt to adapt to internaI and external conditions 

in taking any actions. 

Boise Cascade: ~ 

Hansberger bas put an intellectual stamp on 
his company ••• he has been a reeruiter of 
MBA's and a believer in trying new tools of 
analysis and deeision. p. 134 '0. 'We think 
we're unique i~ having devised a mathematical 
way of analyzing the price we should pey for a 
company. p. 136. We use numerieal risk 
analysis procedures to test major capital 
expenditures'. po 198. Our strategy is"the 
blueprint for what we do, the how, the 
procedures we use to accomplish thato Our 
strategy sessions are very thorough '00 [and] 
involve not ooly an analysie of our own actions 
within our present environments, but aleo an 
analysis of the reactions of others to our own 
ac ti9ns 0 p. 200 

Fuqua: • [Fuqua] has an uncanny eye for lucrative business 
opportunities, and practically aIl of his 
acquisitions have panned out weIl '0' [hel bas 
fre~uently been able to get away witb paying 
bar gain pri~es [and) has shawn an extraordinary 
amount of foresignt in his choice of industries. 
~. 132 ," 

Gulf & Western:' 

'0' Gulf & Western has pretty consistently chosen 
c~pa~ies with impressive and underutilized tangible 
as sets "0 [and bas] focussed mainly on well
established companies in conventional industries. 
p. 123. For every take-over it completes, the 
company looks at fifty or sixt Y prospects ••• 
While Bluhdorn harangues the managément and 
~i~ectors about the new world of excitement, 
cbailenge, and unimaginable growth that will unfold 
the minute they 10in Gulf & Western, othèr executives 
begin a more ~hau8tive investigation of the

V 

company's 
opérations, f1na~es, and markets. pp. 125 and 202. . ' 
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Conclusion 

Whi1e intelligence cues prompt more thorough analysis ~nd . 
decentra1ization frees top management and their staff to perform this 

'1 .,. 

analysis, the adaptive effort of the firm tends to rely very much.'on on1y 

a few people. Hansberger at Boise CaScade, Bluhdorn at Gulf· & Western; 

Fuqua at Fuqua and Kiewit at Kiewit, are in every respect the dominant 

strategists. Their organiz,tions are very much extensions of their own 

personalities. It is conceivable that if any of these strategists were 

to attempt a blatantly inappropriate move that would seriously jeopardize 

the future of the company, there would be no one in the organization 

who could do anything about it. I~ some of these companies, it Is 

possible that no ?ne wou1d even tr.y. Since many of the firms have been 

doing well for quite a long time (onê as long as 50 years), this danger 

is not always imminent. However, a powerfu1 1ead~t wbo has been 

successful in the past and is strongly convinced of the appropriateness 

of his ways may eventually become rigid and unadaptive (particularly if 

our hypothesized bias in the intelligence system does exist). This 
\ 

would not be ~early so severe a threat if there were others in the firm 

who could hold the man in check. On the other hand, it is unlikely that 

the firms ~ou!d have e~panded ~~'aramatically ~nder the guidance of a 

committee of equipotent managers. 

Re1ationships Suggested by the 84 Archetype 

1. Dramatic, aggressive strategie~ and powerful leaders go together. The 

chief executive, who is often an entrepreneur, is a1lowed by others in 

the'firm to pur sue the strategy he pleases. If that strategy hSppens 

to be bold and expansive, there is no one there to prevent or 

2. 

mitigate it. 

When the firm delib.erately takes action to enter new markets, it is 

more cognizant of the fact that environmental characteristics change 

than when externa1 ch8.nge~ occur which have had nothing to do with 

t~ actions of the firme In the first instànce, there is greateT 

likelihood that somethipg will be d~ne ta gear the firm to the 'new' 

conditions. 

L 
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The most successful conglomerators are thosè whose strategy encompasses 

both a phi10sophy ofmanagement and structure, and ~ product~rket 

focus (e.g. Kiewit). The best strategies are expressed not oo1y in 

te~ of market share, sales, growth, and profit targets 
< • 

but a1so in terme of an operating philosophy which establishesÎa 

modus operandi fQr att~ining the targets ând for modtfying the 

targets when necessary. A clear~y defined product-market scope makes 

over-extension of the firms'resources 1ess tempting since it 1s 
• 1 

conditioned my practica1 factors such as know1edge of externa1 , 
limitations. and awareness of the types of strategies whichmay be, 

unduly risky, etc. 
1 , 

"",~ 

Con~ols and intèrna1 communications must be h:J..ghly sophisticated 

for rapid1y growing conglomerates. The more abstract and general the 

controls, and the l~ss the know1edge of the top managers of the actua1 

operations of the firm, the greater the danger of u1timate fa1lure. 

A decentra1ized profit center approach is also mandatory in 8
4 

firme: 
, 

Divisional managers who are experts in their business must handle the 

bulk of operating prob1ems and issues. Top executive's must concern 
\ 

,themselves mainly with overall strategies, critical divisional , 
prob1ems, and coordination of the activities of subsidlaries and 

.,. 
divisions, 'wherever- this is is required. 
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'. 
8

5 
''l'HE INNOVATORS: THE ENTREPRENEUR AND THE CRÈATlVE GENIUS 

\ , 
'" 

Sample Case Summaries 

William Norris and Seymour Cray of Control Data C~rp. together made 

quite a team. Cray was a virtuoso computer designer who was able to 

design a system far more powerful than any ava~lable from IBM. Norris 

~was a founder and major stockholder of the firm who was willing to bet 

everything on CDC's ability to defeat IBM and became predominant in a 

special corner of the scientific computer market. The firm did indeed 

succeed in making'some inroads into their market niche but they badly 

miscalculated the time and expenses required tQ carry out their projeet. 

Late deliveries and excess down-time due to systems bugs cost the firm 

d~ly. So did IBM's announcement tha~ it would come up with a still 

more sophisticated computer than Control Data'~ (April 1966). Still, 

the strategy paid off in the long run and cnc eventually earned a good 

deal of money on their big machines. The firm's morale was boosted to 

such a degree, that less than two years later (February 196B) we find 

them tackling IBM head-on for a piec'e of the business applications market. 
-r- _b 

The bold and often impe~uous moves by Norris are rarely mitigated by . 
others within the organization. There seems to be no doubt that the Chief 

can do as he pleases. ~ 

Polaroid has also been very much c~eated in the image of its 

inventor-industrialist-founder Edwin H. Land. A p~odigious scientist, 

Land was personally responsible for some of the important discoveries 
• 1 

lesding to instant photography. Under his leadership Polaroid engaged 

in one of the biggest gambles of aIl t~e in an attemp~·to develop the 

MOst sophisticated camera and~film designed to date. A host of baaic 

scièntifie .discoveries in optics, electronics, and chemistry had to be 

made en route to' the commerciali~ation of the firat com~act, self-developing, 

color camera. Over a half-billion dollar lnvestment w~s made. Land 
J ~ • , • 

decided this course qf action on·his own and he did so in'the'face of 
.' <, ... 

grest uncertaiùty about the aize of the market aUd "the po~enHal 

competition frbm Elstman Kodak (Januaty 1974).' 
, . \ r 

Dansk Design Limited, under the leadership of Ted Nierenberg was 

enromously successful in mak1ng and marketing quality tableware. Thanks . .~ . . . 

- . 

(j 
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to the talents of master designer,Jens Quistgaard, Dansk was extremaly 

successful in its prestigious niche of the market in spi te of the fi~'s 

internaI conflicts, ~ogistical complications, and communication problems. 
( 

The company was in the process of developing a very different line of 

products which represented a fairly substantial departure f~om tn~ir 

pre""ous strategy (N""ember 1971). . \ 

Essential Features 

These relatively young (10-20 year,> and medium-sized firma each have 

a v~y explicit product-market strategy. Fo~ the most part~ this 

orientation has bean shaped to take advantage of a specifie innovative 

capability available within ~he company and is a~ed at a niche of the 
~ . 

market which is not much explored by larger competitors. Firma are still 

run by their founder who has himself formulated an explicit strategy that 

is based upon the creation of substantial and often risky innovations. 

Entrepreneurs, because of their enthusiasm for growth and their confidence 

in the innovative talents of the organization, occa~!onally embark upon 

some very bold, and apparently somewhat impuls~ve and poor!y conceived 

ven~ures. Still: the resources and expertise of the companies tend to .,. 
carry the day. 

Hypothesized Causal Links (See Figure 4-9) 
, 

There are two critical distinguishing features of'the 8
5 

archetype-

the niche strategy built around the genius of one brilliantly creative 

member of the organization, an~ a powerful ~ntrepreneur who boldly devises 

and ~plements the strategy. ·The ~trategy itself strives ta take 
• fil; ., ~ , 

. advantage of the talents of the creative genius of the' firme For ex:ample '. . 
'Polaroid Corp's founder and chief exectitive is a scientist par excellence' 

who has alone, and in combination with his technical staff come up with . . }, 

pio,neeTins, inventions in the field of P'hot~y. Polaroid' s strategy 

1s to devise cameras wh~~vel of technological 

sophistication that f~y'-can't readily be imitated by the ~owerful 

competition (Eastman K~ak). Dansk Design'a qUlity tableware i~ 

successful b,ecause of the tasteful original des~gns of essentially one man~ 
. , ., 
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, 
FlGURE 4-~ THE INNOVATORS: THE ENTREPRENEUR AND THE CREATIVE GEHIUS 

A consdous (6) riich~ strategy 
. capitalizes on the 

creative genius of a company 
m~et, ànd the expertise (6) 
of other managers 

\1 

The tttrategy was very 
successful in the past 
(6) 

The intelligence effort 1s 
~ediocre (scann1ng 4, 
controls 3, CœmDunication 
4) Delegation" (5) 18 OK. 

-
'\ 
1 

\ .. 
l' 

A powerful entrepreneur (7) 
with ambitious growth 
objectives ia in charge 

Strategy making involves 
much risk (6). futurity (&),~. 

proactiveness (7)', and 
product innovation (7) 

l -

The environment '1s quite 
dynam:1c (5-6) and hostile 
(5-5). ~ 

,~\ ~!.o 
r-----~------~~--~~--~-

Strategy making 18 not 
analytical (3) or , 
multiplex (3) and 1s '. 
somettmes maladaptive 
(4' 
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, ',17 

Seymour Cray, the top technica1 man a\ Control Data was the firet to be 

able to design super-computera whieh weDe actual1y beyond the technological 

reach of IBM, an' overwhelmingly powerful competitor. These strengths 

have served as the 'equa1izer' in meeting rough competit:1on a~;, .. ~1: as 

the basis for a niche strategy which has allowed firms to survtve. 

Th7 risks and expenditures necessary to pursue this strate~ ~tend to be 

substantial. Technologies a»ê unproven and products take some cime to be 

developed and may 'bomb-out' at aoy stage of the development. Nô 

• rational' conservative Urm would pur eue this trai!. lt requ:1res the 

conviction of a farsighted entrepreneur who takes matters into nis ow,n ~ 

hands and proceeds in do-or-die fasbion. S~ firms are headed by sucb men 

who possess v:1rtually unl~ted strategy making power and who bellëve 

P4ssionately 1n the ability of the company to succeed at 'ambitious 

projects if it makes use of the expertise available. 

In all in~tances, strategies tend to invOlve a fair'amount of risk, 

a long tem time horizon (since product-development takes Ume). an 

.uneanny ability to come up with Ulasterful innovations, and of couree.~. Il 

proclivity for beating competitors td the punch :1n any mutual field of 

endeavour. During the course of the itmovative pursuits of 8
5 

finga, 

technologieal problems aQ~ obstaoles manifest themselves. competitors 

reaet, technologies chànge, and other factors which induce additional 
Â 

environmental, complexity (dynamism and ~ostil,~ty) come ,into play. In other 

. words, the actions of the firm itself cause the external s~tting to become 
l _,.i t 

more dynamic and host:1le {Redberg, Nystrom and 8tarbuck, 1976). 
... \1 " 

As it happens, the cOlll~nyjs strategy of bo1d 'innovation has paid oU . 
handsomely over a substantial peri~ of time. Tlrls apparently further 

r 

stimulates the propensity toward ~he &ame sort of bebavior. Intarestingly, 
" 

st~ateg~es are"based almost exclus~velylon some specifie skillâ and a 

'progres~ive' product ideology. The administrative modus operandi. i8 not 

seen as ~ very high priority issue. Thus past suècess may foster the 

belief that the firm can continue to d~vêlop.succes8ful inno~ations, 

effiéIêntly produce these, and market them at a profit, wi.thol1t devising 

a different intelligence system, or administrative structure. 

" 
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Scanning, control, and communication proficiency does not seem very 

high considering the levei of environmental complexity. Analysis of key 

decision8 tends not ta be thorough. though informed intuition does much 

ta improve the strengths of decision making. Hultiplexity appears low 

since few people express their points of view on issues pertaining to 

major'decisions. Also strategies are not highly multifaceted but are 
\ 

built on only a few targets, techniques and assumptions. Finally, 

adaptiveness ls nat very high and some key blunders are made qut of 

what seems ta be ignorance of the environment. The flrma remain 

successful, perha~s because of the constant stream of successful 

innovations, but severai potential weaknesses may be indicated. 

... Firms do have a ten~ency to act "ery boldly and take many risks. 

Often r,esources are stretched quite thin in the process. AIé'o it seems 

that the hunch and past experience of the entrepreneur and innovator are 

the greatest sourcesof organizational wisdom. While the . expertise and the 

talents of these individuais are most impresslve, the increased complexity 
" 

of the administrativé task has occasionally rendered excessive dependence 
"'1 

on one or a very few people quite dysfunctional. (As the firm grows 

it might be necessary ta get more people involved in decision making 

and perhaps set up more formaI or at least broader basad intelligence 

systems which allow a larger number of managers to stay informed.) The 

Ge~tait strategy does however prave to be highly appropria te as long as 

the firm remains relativeIy smali and undiversified .• 

Discussion . 
The Niche Strategy 

Companies make USi! of their peculiar competences to compete «gail\8t 

firme that would normally be considered unchallengeable. Control Data 

competes against IBM and Polaroid competes against·Eastman Koda~. ln 
. ~ . 

order to survive, fi~ must select a portion of the ~rket that is 
• - i> 

relàtivély ignored by the larger-competitors. For e~ple Control Data 
" focussed Qn large machines and scientif1c appliOetions, Polaroid on 

'instant' photography. and Dansk Design on top quality tableware. These 

strategies seem conscious and weIl articulated, and generally, firme 

have tbe requ1site expeJi'tise to carry them out. 
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Control Data: (1968) 

Control Data is No. 1 in its special field of 
big computera for scientific uses, designed 
basically for such non-business customers as 
government agencies, universities, and private 
research centers. p. 126 

Dansk: 

Dansk [tableware] products were of 111gh quality 
and were priced accordingly ... [the1r] greatest 
strength is marketing and produc t development. 
They set their goals and they follow them: 
'top of the table', good design, good taste, and 
good advert ising. p. 2 -

The Ambitious Entrepreneur 

Firms are run by individuals who own a substantial proportion of the 

stock outstanding and who have taken strategy mak:lng ta be largely thei'X' 

exclusive domain. It is these men who personally decide upon the goal~ 

ta be attained and the strategies required ta reach these goals. There 

exist no other executives within t~ organization who are in a position 

ta challenge the entrepreneur. 

Polaroid: 

••• one thing about [founder and president] Land
when he ls dolng something wlld and risky, he :ls 
careful ta insulate himself from anyone who's 
critical. p. 87 •• ~. Outsiders have 1008 
specul ated about how well Polaroid would fare 
without Its fouuder and inspiratiorial leader ••• 
there are no carbon copies of Land.... p. 147 

CDC: (1966, 1968) 

Norris ... (is] a tough and opinionated execut:lve 
who kept a tight grip on every phase of the 
company' s operations. Quiet1y and forcefully 
he came ta dominate the affti1'8 of Control Data 
the phenomenal suc~ess of the company l.n its f irat 
six years effectively dampened the impact of any 
dissident views. p. 260 'People 1earn what 
[Narris] want's ta hear ..... and then they play .:lt 
back to Mm.' Stories are to1d about. [his] 
overru11ng or end-runni11g ltis eoaaittee or that 
task force ••• Norr1s h1m elf ••• recently 
remarked 'My plan 1-8 Con roI Data"s plan'. p. 126 

, J ( 

• J' 

. .' 
- - _.~~~~.~ ......... _..,.~_ .... __ -.::..--':"""'"'~ ........... ~~ _.-.. .• ~~-~ --,._ .. ,~.,..~ --."- :*~ .,; 

, 

l , 

-,' 

• < 



, 

c 

• ! 
1 ~. 
, \ 

o 

• 

> 1 
-

-160-< 

Dansk: 

Ted Nierènberg [waal founder. president, and sole 
owner of Dansk p. 1. Until recent1y", [he) 
had been the sole contact with the designers 
(of aU.., Dansk 1 s produc ts] .•• and was getting fJ 

into the ••• product development cycle st every 
step. p. 11 

A Very' Bold Strategy 

Entrepreneurs are keen to pursue a strategy of rapid growth through 

innovation. Often the innovation requires substantlal capital expenditures, 

takes a long time to carry out, and is of such a novel nature that new 

technologies are required to produce the intended product. The need for 

bold innovation is implicit in the niche strategy and fine new products 

are perhaps the mos~ effective means of coping with the competition. 

Nonetheless, the strategy does occasion long time horizons, substsnt:Lal 

r!sk taking, a devotion to beating out the design or R & D depaOrtments 
/1 

of the compe~ition. and a good deal of confidence and tenac1ty. 

cne: (1968) 

Computer manufacturers live dangerously, and 
Control Data Corp. ctf Minneapolis li~s more 
dangerously than most. Raving gained one' 
ambitious goal, ita management marches on 

, toward another, still more ambitious, with 
scarcely a pause for consolidation ••• 
[Norris] smiles gently e'\I;en a~ he talks 
go-for':'''broke. p. 126 

Polaroid: 

••• 4S founder, chairman, presid~t, and research 
director of Polaroid Co:r::p. [E.H. Land] has 
demonstrated over a quarter century -the sort of 
boldness :Ln business that anyone else m1ght well 
regard as the wildest sort of optimisme p. 83 
Land' s own concept 19 that the company 1s ~ 
problem-solvit),g, ressat'ch basecl organization 
that eontinuously deve1,qpe new productls to lIIeet 
important human demanda - frequently demands that 
are not even recognbed. p. 141 
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Dansk: 

[The dec:1sion ta produce and market a 'çpurmet' 
l:1ne) represented a corporate commitment to 
increase the rlumber of products that Dansk was 
se111n8 by 300% in the course of 5 to 10 years. 
p. 10. [According to entrepreneur N:1erenberg) : 
'The exciting thing for me is, cAO we keep Dansk 
growing at 15% 1:0 20~ a year? 'What other th:1ngs 
can be we do without cutting 'back on our nansk 
line1 Can we generate the same kind of growth • in other areas? p. 9 

Making the Environment M~re Challenp;ing 

The emphasis on growth and innovation has caused the firm to face a 

more challenging environment. For example, the technology becomes 

turbulent. There develops a 'pressure' to stay fashionable or to have . 
the most soph:1sticated product because competitors have begun ta respond 

to the initial innovations. Also, there are the financ:1al risks brought 

about by development costs, and the chanc,s of running up against 

insolubl,.e technical problems. Not aIl of the dynamism or hostility in 

the environment stems from the actions of the firms themse1ves. 'In fhct, 

the existence of powerful and innovative cotl!petitors was one of the 

initial reasons for the niche strategy. These competitors 'provide a 

gteat incentive for the S5 firms ta stay on their' toes. 

Polaroid: 

Even 8ssuming complete success :ln increasing .. 
production and cutting costs ••• Polaroid's 
profits will depend on t:wo elosely re1ated 
imponderables: the size of the market for 
SX-70 cameras and film, and Eastman Kodak's 
long-awaited decision on whether to enter the 
instant-pic ture market. . p. 83 ••• 
The [SX-701 project involved a series of 
sc1.entific discoveries, inventions, end 
technological innovations in fields as 

. disparate as che1l1istry, optics, and 
electronics. Failure to solve any one of 
a dozen major problems would have dOOllled the 
SX-70. p. 8
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cne: (1966) 

The mere announcement [by IBM of its competing] 
360-90 series put a great deal of extra pressure 
on Control Data and on lits] 6600 [computer 

:project] '.: •• R.C.A. announced that it was 
reducing some of the fees associated with its 
computers. IBM immediatel.y cut too, and in 
addition, eased its leasing terms. Control 

~ 

Data obviously had to eut priees on its 
smaller computera and did. 'GFinancial pressures 
on the company were raised st~ ... :~~ther in 
1965 by a steady shift towatd ... ~ng. p. 264 

cnC: (1968) "" 

As it is, Norris says, IBM has the pow'r to put 
Control Data out of business. 'We are now living 
at IBM' s sufferance '. p. 128 

A Selective, In~uitive Intelligence System 

The initial niche/strategy of the firms resulted in spectacular 

success. Companies have triumphed a t bold innova tion and fearless risk 

taking and thls is the course that continues ta be pursued with more 

enthusiasm than ever. It seems howeveI' thB.t the focus of ~his strategy 
"'-Is quite narrow.' The vast proportion of resources and attention are 

devoted to product-deve10pment. There ls littl-e to show that much heed 

ls p8.id ~o ascertainitig whether the products cau he effectively marketed, 

producfed, and financed. Also, thex:e ~oes not SeeDl to be very much 

scanning of the environment, particularly consideriqg its high levei of 

dynami~. Controls (financia1, production, and quality 1IlOn;1~Qr,~).tt. tend 

t9 be Inadequate at times and internaI communication systems seem to 

infom only: re1atively few members of the orga,nization. The major 

informatioruU. resource remains entrepreneurial intuition. 

- , 

CDC: (1966, 1968) 
~, 

irlDC] panicked at a crucial moment, aa Norris now 
Gdmi.ts, and they made èome gross m1scaleulad.ons 
abou t the computer market and their own 
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capabilities. p. 165. [The computer industry ls) 
so fast moving and fluid that, decisions often 
spring more from managerial intuition than from 
market analyseit': w •• p. 179 

l~ t 

k 
1. 

Dans: • 
Dansk did not know very much about [their strong 
following of] customers. No market polling, 
panels, or research had ever been attempted. p. 2 
'Although there are not very many people in Dansk, 
they are very much apart geographically. The 
communication ptoblems that are caused by that 
kind of distance are much larger than you expeet 
p. 7. _ 'At present there ia a furyof emaU littla 
slips going back and forth. The tel~il1s are 
astronomieal '. •• The people here spend m~ of their 
time writing letters ••• people's time iS,taken by 
the wrong things. ' 

'" The Hazards of Suc.cess - A Simple Strategy 

r " 

1 

, 
1 

Strategies are based, to a large extent, on the educated judgement 

of the top man in the firme Most decisions have the beneflt of only' one 

perspective and tend not to be very multifaceted or multiplex. The 

selective and informaI nature of intelligence activity coupled with the 

substantial turbulence in the environment tend to o~casion some 

maladaptive decisions. Major issues are decided "by impulse rather than 

by deliberation. The man at th, top who makes aIl the strategie decisions 

hasn't the tfme or inclination to embark upon lengthy marketing. financing 

or production studies. The major focus ia ou produet design,. and here the 

gut feel of the entrepreneur uaually saves the day. This is aIl the 

more remarka\le aince he receives so littie support from other members 

of the firme \ 

Polarold: 

'Production difflculties remain, and they are Dot 
trivial. Current output. averaging 5,000 
cameraS a day, 1s only ha1t' of what Land had 
hop~d for by this time, and the national 
introduction was nine montha. beh:lnd sc;hedule. 
p. 83 \ 
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CDe: (1966) 

All eluring the per1.od in the early 196()' s when 
the 6600 [computer] was be1.ng desi.gned anel 
developed, the company' s assumpti.ons about tbe 
macbi.ne's manufacturing costs, about tbe t:lme 
requi.red to get it on tbe market, and about its 

, reliability i.n operation were extremely 
opt~istic. p. 166 ••• In retrospect, Horris 
admi.ts that the decision 1:0 reprice the 6600, 
whose problems had nothing to do wi. th i ts price, 
was i.rrational and panicky ••• [Also] , a number of 
(Norris' sI 1963 acquisitions were not proVins 
profitable; furthermore, tbey were not provieling 
the engineeri.ng support for the 6600, that tliey 
were supposed to. p. 264 

Except for the talents of ,a creative desi.gn genius,anel a devoted 

and savvy entrepreneur, the company's sto~ of talent and competence may 

be pret ty thin. 

Da.k: 

Design activ1.ty at Dansk was dominated by Jens 
Quistgaard>' Quistgaard - designed products 
accounted for 75% of Dansk"s dollar sales. p. 3 
'1 realized our survival depended on Jens - we 
had no slepth of des1.gn resources.' ,p. 12 
'1 haV'e the feeling that everybody wants to bide 
under the table when tbey know l 'm about to a~k 
about [any strategic iSsues or matters beyond 
managers' itpmediate roles', 88ys entrepreneur 
Nierenberg). p. 14 

'The marketing effort' ls sometmes tbà weakest link in the 

atrategy. 

cne: (1968) 

:ra get very far in the busi.ness market, Control 
Data wi.ll have to beef up 1.ts marketing force ••• 
[and) an important drawback of Control Data 'a 
6000 series 1.n tbe busineas market 1s thât it 
W8sn' t designe4 for business applications •. p. ' 176. 
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Conclusion 

A focussed and relevant strategy bas enabled S5 companies to exploit 

their own strengths and to take advantage of their competitors' 

oversights, or produet line gaps. It took the keen percep~ion of the 

entrepreneur to discover a profitable market niche, and the talents of 

an innovative designer to harvest and extend the rewards fortheoming 

from thàt niche. There' is a dominant element to the strategy sinee 

everything seems to revolve around produet design and innovation. 

Perhaps because of the lack of diversification and the relatively small 

size of the firm, extreme power centralization and a very_ selective and 

informaI intelligence system appear u~ually to serve their purpose. 

The oeeasionally serious m1stakes eomm1tted by management as firms grow 
, 

larger may however indicate 'the need to get more individuals involved in 
• y 

decision making and the need ta estab11sh more sophisticated and broad-

based information networks. As compet1tors become more knowledieab~~' 

and time wears on, it mlght also be useful to become more concerned 'With 

resouree management and to mitigate the go-for-broke attitude of 

en trepreneur s. 

Relationships Suggested by the S5 Archetype 

1. 

" 

2. 

Grea.t success is possible even where the environment Is dynamic and 

hostile, intelligence efforts are selective and strategy making 

is intuitive and sometimes very narrowlY focussed. AlI it takes is 

an ex~el1ent prdduct idea ana ~he 'a~ility to implement it. In 

corporate strategy formulation a chain :-,cari be D,luch st ronger than its 

weakes t link. lt is possible to bu11d on ,strength and succeed 

hatÎ.dsomely (at leas,t for a while). There Is of cour,se some danger 

that the "weak links" can beeome serious should environmental 

conditions ehange or strengths' diminish. 

Pre'vious success with a rthrrowly focu8sed strategy 108y be more 
. -

dangerous tha~ previous success with a weIl balanced- (51) type 

strategy. , In the formel' case, the positive reinforcement can ,_ct • 
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8S an obstacle to organizational learning, removing the incentive to 
- t 

deviae a more adaptive administrative struct~re, intell~gence 

effort, or str~tegy making style. In the latter ~aBe. a system has 

been set up accordmg to a specified strategie modus operandi ~ 
\ 

well as a product-market scope). This modus operandi de1:lneates 

structural and proc~dural features which help the firm to adapt 

over ,t:;,he long rune There is a1ways the danger however that success 

wUl breed complacency i~ areaa which are not believed to be directly 

responsible for sucb success. ./ 

3. Power centralizatfon such as that found in an entrepreneurial situation, 

when coupled with an Ç&xplicitly defined strategy which is both 

risky/innovat1ve and successful, will proœpt even bolder actions 
,~, . ' 

4. 

5. 

. " 

on the part of the firme The feeling of opt~ism, and perhaps to 

an extent omnipotence, gives way to a very -daring set of tactics. 

The greater the degree of power centraliza~ion, the more intuitive 

the mode of strategy formulation. The top level entrepreneur 

be1ieves in himself and i8 a1so very busy. Thus deli~eration and' 

consultation are not viewed as very pleaeant or useful actlvities. 

, . 
A niche strategy strives to D~ strong in areas where potential 

competitors are weak. Once there bas been an initial ad~ptation to 

the environment by finding a~ unexploited product or market, there 

may 6e a'tendency to ignore the moves,of the competiti~n who ~e aIl 

operating in spheres which are essentially peripheral to the firm's 

inte~est~. This cao be dangerous if externa~ changes should catch 

the firm by surprise • 
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OVERVIEW , 

Four failure archetypes bave been identified using our metkOdology. 

Each vas found to be statistically significant. Before analyzfng these 
. -
archetypes, we sball again present an overview.' 

Table 5-1 ranks the fai1ure archetypes according to their most l' 
promihent ,features. We employ the sam~ dimensions as in Chapter 4. fAs 

/we have< explained b,fore these are composites of some of our oriainal - ; ., 
variables and may not reflect the exact rankings of.every component. 

~ 

The'è~posites c~ise the.same variables as was the case in the last. 

~ . "cPaptar. Recall tha~ the highest ranking (10) indicates that the 

arche type scored htgher than al1 other arche types on the composite 

dimension. A ~ati~ of 1 indicates that the Archetype. scored lowest. 

T.\BLE 5-1 

MEAN SCORES AND RANKINGS' OF FAILURE ARCHETYPES ALONG R-TYPE FACTORS 
" 

SC. RK. SC. RK. SC. RK. SC: RK. 50,. RK ... 

'\. 

~",F1 Impulsive Finn 6 8 6 7 2.1 1 7 a 6.5 9 

• 2 1 5 2 2.3 2 6 4 1.5 1 r Stagnant Bur,~aucracy 
"l- : 
P3 Headless, Gaint 5 1 5 2 2.4 3 1 1 2 2 

'4 Swimlrdng Upstream 3 2 '5 2 2.9 4 6 4 5 5 

Ortginal. scores on each of the 31 variables for the faUure arche types 
" (\ arè' eodtained in' Table 5-2. j" 

Successfu1 Archetypes, as we have seen, are 'very different from on~ 

ano~b~r. !bis is a1so true for failurearchetfP8s. The first Archetype, . ., 
'l.is'perhaps the mDst drsmatic. A p~~erful~ entrepreneur1a1 chief 

e:céCutive very t.oldly ent~rs new and "dynamic environments. He creates, 
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TABLE 5-2 SCORES. OF FAILURË)!CHETYPES _ 

Environment 

1. Eu,vironmental J>Y.namiam-paet 

2. Environmenta1 Dynami8Dl-~urrent 

3. Envir~nmenta1 Heterogeneity-Past 

4. Environment~ Heterog~neity-Current 

5. Environmental Hosti1ity-~ast 

6. Environme~ta1 Hostility-Current , 
~. 

Orsanization 

7. Scann1ng of Environment 

8. Delegation of Ôpe~ating Activity 

9. Centralization of Strategy-Making Power 

10. Resource Availability 

li .. ,Management Tenure 

12. Confl1ct 

13. Internà1 Contro1s 

14. Team Spirit 

15. Intexnal Communication System 

~6. Organizational Differentiation 

17~ Technocratization 
t 

18. Initial Success of Company Strategies 

Strategy-Makins 

19. Product-Market Innovation 

20. Adaptiveness of Decisions 

21. Integration of Decisions 
~ r 

22. Analysis of Decisions • ~ 

23. Multiplexity 'of Decisions 

24. Futurity of De~isions 
'" 

25. Proactiveness of Decisions 

26., IndustT,Y Expertise of Top Managers 

27. Risk T_ing , 

28. ~onsciousness of'Strategies 

29. traditions 

Suceeaa , .. 
30w Paat Sucees_ of rira-

31. Ourrent Succeas of ~irm' ? 
" " 

4 2 

6 5 

3 2 

6' 2 

3 2 

7 6 

3 2 
X4 X3 

7 6 
X4 X4 

2 2 

5 7 

1 2 

3 1 

• 2 1 
6 2 

3 3 

X4 1 

X4 2 

! 1 

2 3 

2 2 

'2 2 

4 3 

6 ,,1 

3 X5 

7 2 ',' 

1I3 3 

l4 6 
, ~ 

l'T :-

1 
" 

"'if ". 

3 

5 

j 

S 

'3 

6 

3 

6 

1 

XS 

2 

4 

2 

X4 

,2 

XS 

X4 

4 

2 

2 

1 

4 

2 

3 

2 

3 

2 

3 

6 

5 

3 

3 

5 

2' 

3 

:&4' 

6 

3 
4 

6 

1 

2 

4 

2 

4 

3 

3 

3 

2 

5 

3 

2, 

Xl 

3 

3' 

X5 

lf4 

5 

4 

J3 

------,-----
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" Scores are" thoae most representative of fl1'1D8 witliln, archetypes. ,2fhey are. __ .. 

1IlO~. (or' ~~av.~aa. of modes where thertl. la more 'than one). An :X ::(~ica~.s the 
~.. .• *" . 

scolie i •. unre1iabl., ,ioce the range on ~e variable for the archatyp. 1 i~.3reat.r 

thaB 3. ',d' '. - , .~~ 

.: t. -"~ .\ 1.:: .. ; ." , '~"h~.~:f!!~:J:r~~ "--;,~ .,:. ;. < "" " •• ~.J .. ~~_4Jt: ~. 1, 



, 1 

~ 

1 • 

' .. 

.' . - - - • -------- ~. "'q""'----"----, r ~----'--, ~ 

'\.. .... ...,;, 
_~-_.,___. ___ . ....,(,.,,, c __ __/_"-

• 

'. 

" " 

"' 
~n the process a setting 1UOre turbihent and heterogeneous than any other 

unsuccessful archetype must face.. ,lihat's more, envir~ent:al. trans~tion 

~ rapid. The weak intelligence system ·of the organ1zation just can t t , . , 
keep up, one prominent reason lJeing that th~ entrepreneUr tries to do 

everything hfmself. 

In direct contrast to Fl' the stagnant 'hureaucracy, F2, bard 1, changes 

at all. , Even though conditions in the ~viro~ent have been radically 

.. a~ter~d, t. firm doe~ not realize this and of coune does not adapt. 

The same narrow product lin~ ia sold to the same markets, accountin3 for 

the relatively 10w heterogeneity s~e. Power remains, .centralized, but the 

leader is quite conservative and 1s V~y cOlllldtted to the • old ways'. A 

1acklustre intelligence effort (e~en 1ess well developed tban for othei 
, . \ 

finos) does litt le ta induce the firms to revïtalize. 

,The headl~ss grant., ~3' has.,,~ther problem~ 'No reaUy strong leader 

has emerged' and the organlzatlonal ~ub-units act in a qui!'si-independènt 
10. 

_nner. The diffusion of power makes it difficult to take any decisive 
'.: ' 

actions and one finds the firm muddling-thro~gh; usually verY' tiDddly. 

Beca~s_~ the environment has chapged rat~r markedly and.' the intelligence 

effort remains poor, the decisions which are taken are often misdiréc tèd •. 

Our fiùal' unsuccessful:t· arche type , F 4'- is making some effort ta recover, 

~ut the odds are badly stacked agsinst its s~cèess. Thé firm has in:ltiated', 

..! ,.~ome, albe~t inad~quat.Q, efforts tt> improve organization,al rationaiit~. 
.(---7-. .... ~ :;.i""strong l~der tri'e'S 'to change tJte company' s . orientafioJil to amelta..Fate 

. ~:'~;'~,~:.; ,.'<>;;8 per~~~n.c:~' Howev~r a .,ostile'and ~ompl~; ';n;iropen~l~'~,~lied w1th' 

'an organiZation wh~ch has been' severely damaged by -past' ~1ai1urea. make 
\-". ~ '\, o . 
any sor t of turnaround unlikely. " 

Again to highlight the differenc.es amongst archetyp,s, we portray 

diagramatical.ly how firme vary along our five key dim~nsiona. '. 

There :ls no apparent ~elaticmahip. between dynamiSm and levels Of 
, v \ '" " '/ ~ 

) 
r _ - .....,.--, 

, ; 

1ntelligence/rat~otta~ity. amongst failure archetypes ÇFi. S-l)~ MOst'firms are so 
• < 

obl:lviou8 to their environmènts that their beha'vior does not ~eem to be 
, ') '\," 

ll'eat,lY'ihfluenced by the externa;L Betting.: ln facit, 1'1 perfo:r;mè the ieast 

amount of 1nt~l~ig~e'activlty and analY8~8 in.~pite. of the fact tbat tt 

ft i.n the moat dynaa1c envi.r~ent • .Io;e fact"" is'-'Part1c~a~wQr~l1while 0, 

llot~. ~t:la tllat th~ bighe8tinbelli.8~~eirat:toaalit1 .. ;are amOnâst 
0' ," ".~. -', /-.;' •• 
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o 

the failure archetypis (that of ~4) <is 10wer than,the 10l0test iIlte~ligeneel 

. rationa11ty score amousst the euccessf\il, arehetypes - (that 9f S5 as pe.r 

• Figura 5-1). The intelligènee fac tor discr4.minates perfee tly amongst 
o ' • , 

failure,and suceesaful Archetypes. 

'.,. 

FIGORE 5-1 
o 0 

MEAN SCORES OF FAILURE ARCHEWES ALONG 

DYNAMISK AND INP;LLlGENCEÎRATIONALITY FACTORS 
n 0 » J ~ 
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" 

Figure 5-2 reveals there to be 'a somewhat more. d1syernabie pattern to 

the associationbe~een temperament and centrali2a~iOn pf st~ategy making 

power amongst fai~ure archetypes. As was the, case f~r successful 
• 1 tJ a 

Archetypes, there aeeme to be a positive rela,tionship' between temperament 
, ' , Il',. 

l ' . 
and centralbation. :-The Ft- ~it.a .;ls dom:tnated .by: a po,werf111 chief 

~.ecut:1ve who 1.s unimpededo ln his ab:U.!l.ty to make bold moves by other 
~ J • \1\ 

managers who might t~ t,o be more cautious. At thé opposite end of the 

spec~, the pi3 firm ha, rio le~der with ·suffic.ient power' to ~bark upon, 

a dec ,i~e course of action.', ,.DeCisi~n8 'tend :t;o.be inèreinen~l ~1nce bold 

lIlOV~~ :~~d be veto_d by otber managers. The F 4' fipls fa~ls SOID~"here 

J;etwee~ these two extrèllle8. As uaual, there i' an' exceptiott. The stagnant 

bur~aucracy, F
2 

18 ~om1.Dated' by a' pq~erf.u1 leader. This lead~r however is 

a ba8fi.on of eonsetva~i81ll who 1s cOllllllitted. ta the .ol.d ways and effectivelY 

,damps an;y ilUlovative initiat:{.ve. , • 

, 
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FIGURE 5-2 

MEAN SCORES OF FAILURE ARCHETYPES AtONG 

TEMPERAMENT AND CENTRALIZATION FACtoRS 
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CENTRALlZATION 

$ ,.. , 

A plot of the failure archetyp~s along the heterogeneity and centralizat10n 
o 

factors discloses no visible relationah1p (Fig. 5-3). lt 1s nec.e8sary 

to look at individual archetypes to explain anyassociation·between,the , 
two factors. Archetype Fl has high heterogeneity and c,entralization scores 

mainly b.eeause powerful entrepreneurs have increased heterogeneity through 

an aggressive growth, diversification, or acquisitions programme. The low 

heterogeneity in the environments of F2 and F4 firms is one of the factors 
« <:J, 

wh1eh allows e~ecutives to hoard strategy making power. The F3 arcbetype 

, suffers fr,OIJl a leadership gap. Substantial, and long term he terogene:f. t y 
~" .,. IJ 

,has Il'llowed competing poWer factions to grow ~p :lp the organbation. The 

absence of an 
<;) 

dispE/rsion of 

l, ~ t,' 

overwhelmingly dominant coalition' results i~ th~ wide 

strategy making power~ 

The fact that broad. gen-:r,al'-:zaticns c.anno~ be made about the r~lat1onship8' 

of va~iables ac~oss all archetypes. r~nforce8 the util~ty of using 

.a~chetYPes as a basis for a more ~ef:l.ned wethod of investigation. \ 

~ The following sec1riona present our four fallure arche types ~ detail • 

These sections are s~ruc.tùred in t~. same ma~er.as those which c{ealt with 

the sùcce8~f'u~ archetype8~ . " • 
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F 1 THE IMPULSIVE FIRM - RuNm~G BLIND 

Sample Case Summaries 

Babcock and W~~cox was an old and respected manufacturer of large 
o _ , 

boi~ers. lt ~ld in <1/1 very stable market agd employed. quite q. 

-traditional techOflogy. Then, in a sudden and dramàtic break-with the 

past. the firm's powerful CEO decided to ent~r th~nuclear energy field 

by proposiug to build pressure vessels for atomic reactors. -The 

, p~oduction teèhnology here was in a state of turbulence and the firm's 
• ... _v 

experti~e in tbe area 'Was diama11y l~. In attempting to construct a 
, " 

new plant to bandle ~he nuclear business, and in marketing the new 

producta, B & W committed. every mist.ake in the" book. An uninfornied top 
. . 

management tried to make all the deciaions about the project by itself. 

Thtf individual "in ~harie" of the ~ticiear division beéame 'so frustrated 

wittt head off'lee that be cOIIImitted ~ulcide_ (No~ember '1969) ~. . ," . . .). '-

Automatic Sprinkler was 'run bi an aggressive entrepreneur naDled 

'Bar~ 1181Y- 'This c0D81oœerate,acqu~red new com~nleè,so'quickly thàt 

. car=eful s~'ruti~ was impossible' and unpleasa~t surpriS\8 vere :f.neV1.table.-- , 
. ~-'l~~ incre~sed fourteenfold ln 5 years. Most of the merger partners 

vere in u~related.fieldà of endé,~our (May 1, 1969}~ An extremely s1milar 
~ ~ rI'''' 

situation is'pres~nted in tbe-~.S!M. case~ After.having acquited S2 
• 

firms in completely unfamiliar·businessès and r.nning up a very sizeable 

amoun~ of long term deb~, V.S.M. remai~ed a very unprofitable ~nterprise. 

lt still ea.n~ mo~t of its 1beome fl'Qln the 9ld sho. ~chinéry b'usin.as 
,~' $ 
(OctQber 1972). 

ReA. over four years had be~ ~ul1d1.ng':,itself in~o ~"-~ôds1omerate. 
i ~" .' "1 

: 

Whtle it sti11 carries ,.on.. its radio .and television buaineés, ü: has- a1so'\ -, , 
.. " • ~ 1 { ( .... ~ , • 'C, l' - .. ' 

enter~ the car rental, réal e,t4te', food, home furn1f:i.binga,· and compu~ér 
, 0" ~ , ~ 

fields. ·'The new CEO, Bob Saniof! ~(the founder's son) was largeli 
~ ... • l ~ ~ t 

resPQn.i~le for the corporate reor1'entatlof1~ Àn '1gnoranèe of soma. of the 

_:~ew markéts and industries and a 'commuatcationa gap witbin the'fi~ cau.ed 
• J t • 

s &ood deal of trouble (Septembe~~972). The Voltay.gen ~ituat1on was 

qu:lte slm11ar to that of ReA. .A:ft~r almost 29' years ·àt' ttttle product , , 

innovation the firm's new manaB~ng 41rector, :K~~t tC?tz:~, s:tmultaneouS_lf ...... 
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. nd rith 1ittl~ p8st experience, began to introduee a large number of 

completelY ne~ automobile lines. The disregard for internal.~conam1e. 

and the ignorance of consumer tas tes asaured that the strategy would 

fail (March 1912). Another German company, Krupp, though financially 

controlled by family interests was run by an aggressive, marketing 

\ 
\ 
" 

, . , 

or1ented, professional manager! While ,tradition forced the firm to 

retain its ûnptofitable coal and steel l1nes, the powerful director 

bold1y went after n8W export markets and badly .overextended the company 

in the process (August 1961). Levi-Strauss Europe was the foreign 

subsidiary of aSan Francisco based jean~ and caaual~ear manpfacturer. 

The faddish European market was entered without any real knowledge of 

h1&h faahion buying behavior. Inventory problems resulting from poorly 

coordina'ted marketing and production tactics 141so- ëontributed to the 

subs1diary's demise. 

'!ssential Fe~tures 
\\ 

\ An aggressive, growth odented '1IUlnager~""allllost single-handedly, 

att~ts, to pursue a bold strategy ol diversification. There does not - , 
however s~em to be',an explicitly defined scope to the strategy. 

Expansi~n pro~eeds somewhat aimlessly and,wreckle~sly without many 
, 

sttempts at consolidation or tntegratibn of postures. What is mora 
1 

the ambitious strategy has dramatically changed" the firm's environment. ",' , and the impUlsive unilateral décisions of the chief strategist are'noc 

informed 'by a knowledge of relevant factors.' Littlé attèntion 1s paid . " 

to the need to gather anQ analyze information, fdëus strategies, and 

delegat& au thori t y for decision ~ng to better qualified subordinates. 
" .; 

, Bypocheshed êau~al Links 

Figure 5-4 illustrates the caù8al links which are hypothesized to . . ~ 

characterize the impu1sivefirm. If ther~ 1a one cr1tical attr1bu~e which 

serveà ta distinguisb this archètype -ha. ail others, it 1a the dominance-
- ~ J .. ",J; , 

of f1rms 'by art extremely bo-ld. powerful. and venturesome entrepfenèui. 
~ ~.~ ... ~' .f • - 6 .. 

The r .... in1ng characteriétic,à of thè ax-chetypè seem te;» stem ~to s h:rse 
! . ' ,. 

-xtent frOID the t.perament ofc~e men at t ' top. 

(/' - ---1"---. . 

, ,-
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FIGURE 5-4 THE IMPUl.SIVE FIBM 

Power is centralized (7) in the bands o~ a 
bold and venturesome entrepreneur 

l 
The firm has entereèl new, and 
more challenging markets so 
that the environment has become 
more comp1ex (Dynamism scores 
havè gone from 4 to 6, 
hosti1ity from 3 to 7, 
heterogeneity fram 3 t~ 6). 
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, Strategists a~e bold . 
and risk ~riented (7) 

" 
'-

Increased organizationa1 
differènt1atlon (6) causes 
prob1ems of Integration 
(2) . 
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The intelligence system in 
the firs is apparent1y not 
sufficiently broad based 
for the new environment 
(Scanning 3, contro1s 1, 
c01llllUnication 2) 

./ 

. 
l 

q. , 

' .. 

... ' 

1 

Strateg~es are 1arge1y 
imp~lBive~ ,a~ aj,'è:··~~t~., - L. ~ 
del4lleratiV' •. -or . . .. 
analyticaf ~(2) ..' /1'_ 

Multiplexit;r (lnd " ... 
àdaptiveneès aré low ," 
(2, 2) ~ , 
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'" The moat prOminént action of the entT~preneurs ts to'enter new markets 

b, aequiring subsi~iaries, introducing,new products, e~anding geographica11Y, 

etc. The net effect of these moves i9 to' ,make the environm'ent of the 

fira much more comple~. the new sèttings are often more dynamic and 

hostile' ancl,'t:hey a~so encompass much, more heterogenelty in cO~8umer 

tastes, production technolo8Y~ and eompetitive taetics. 

Unfortunatély, _ the ~ntrepr,eneurs ap'pa~~~ly do 1ittlè tct1 gear their 

'finis' -to 'meet thé.,8e' tin challen8~a.:, The :lnte1ligence system t:emaiDs . 
,~ "..' _, .. _~ tf 

DaQt:e .8ultable to much simplér conditionS. and the autho-rity structure 

seeaa such, t~at 1ôwéi 1evela have ina4equate discretion to run their 

depa,r~ètit~. - Top ~ecutive8 .be~om8 'o",érloaded wibh work. What is 
, 

more, the lncreaséd organizational,differentiation which résulte from 

,gr~at~y envir~Dm~t~i hete~o8eneit~'~bses more sevère coordinat1vel 

-integration problètDB .)1hich: seem 'often to be 19nored. 

, In spi..fè of t~e 8~Qw1~ comple~it; ~f ethe adm1nistraci~e t.~k,< 
'. - 1. 1 

8trategis~s"conti~ue (0 embark upon more ri$ky ~nd compl$X projeets. 
4 • . ' , 

Th$j dev:o~e litt:!:e', atten~ion to the' a,prop~1atene8s of their lIloves and 

appear to rèly most1; upon tbe1r un:tutored intuiÙon- and ~eél. Oft~nt' 
~e~uti~e8 ,~èem'far too ~~t~and ~n~nformed,tq ~ke t~~right decision. 

The-, maladaptive behaviei ~nd low "mu1ti~tex1t.Y ~Uh ~pp~ar to be 
~ _ ,,_ w _ •• ~ _. ~ , 

_ by ... product-s of 1nadequa~e analys1a' c08~,·the firm ctèàrly. 
, . 

A D1acuss!o)1 . \ .. 
Euv~ronmèütal Tr~~$it1on 

,~ " '- ' 

~e flrm t s env:1.t:onment tu~s. çhanged markedly ov,er the, pas,t f1'Ve years. 

)leasona for the è~sriaes·stem from (a) the actions of the ~irm's managers 
- ' r:~~ ... -, ~ .. j • -., 

a8, they en,ter 'Ile~ markets ~l', ado~,~ingJiew pro~uct line~, ,or acquiri~ '", 

81lbs:1cliaries, and, ~b) 'é::lt8Il$e"s' ln tlle' iirm' 8' o-ld' markets as a result of 
... - - ) ~ f <,1 

t;\'l"8,'ict1~na of t5011e-xnmf:'~ts, -c01Oped.tor~, and.shi.f~s i~ eonsu~ tastes. 
" .. l 1 , 

','ne ~i "f~,. ,ctiar~U!~~et:i~1! ;sta~ts" ,'off ,in ~n en~ronment ~n wb.1~b there: 

'ie low to~moder~te ~ee~n~108i~al pYpam1~m, cO!pèfition, aD4 r~quired 

'd~ver~lty in'liarkét1na' and' prèductiontac~i:ès,. ~ sub'sèquent:1y, th~~ occur:a 
, ' 

a ratber dr8JJl8t:1,c change:. ~ome firma ,commence pr:oduct 1i\1e8 wh~ch, a~e, , 
.. ' • '~ , - ~ • 1 • _ u 

~~r., di~~erent fram tho~~ t~ey 801~ in the Past (e'$, ~n ~e~ ~f réquired 
.... ~ . ,.... ~' ~ - , - " \ ~ ~ ..:.[ , ' } 
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prod~ction technologies whic~ t~d to be more coœplex and troubles0m8 

and consumer characteristicB which are ~es8 predlctable to tbe fira's 

managéra). lnother inst4nces, competition ac:.c:elerates in more 

established product lines or the govemment legislates against a 

monopolistic maTket situation. The mast pronounced transitions in the 
• 

firals ~~ironment occur whèTe there have been ~y mergers and 

acquisitions. The resultant increase in he~erogeneity as wall as the 
, .. 

str.ang~ n~ Qikets and products wMch are $ubsU1Iled impose very guicklv 

a .ubst4ntial.amount of unc~~tainty and dynamism. 

RGA: . 
Sarnoff has ~een building _ the cOJllpany' i:nto 
wtlat can fairly be described ae a., cong'-otaerate. 
p. 123. [His str.ateg!_~,sl reshaped tpe (:~~y 
~ ways that rto one wou~have imagiD~d a deca4e 
ago. p. 131' "- ' . 

ÜSM:: 
rUSH went, v~ acquisitions, fram"a monop~ly 
producina only shoe machi~e~y to al globe- • 
girdling, 6,ebt-ridden, dive,:sified comp.ny. ,P.' 124 

, .1 

.. 
1 
l· 
1 

)' 

- ' . 

Other éxamples are Levi Str~us8Europe which had to cope wit~ an' ,', 
'. 
" 
" 

envirO[JJllent which ws transformed f~om conditions of st ab iU.t y a~d munl~ic~née 
_ , J! 

• - 1 

to 'those of <lmamism, rapid ~hange:;J in faeMons, and intense .c:omp~tit:1on. 

Automatic SpTinkler aggre$sively'acquir~d a mult1~de'o~ sU~81dia~les·ln , 

'very diffèrent businesses. KTupp eXpa~èd ~o Easte!-'1'l ~ountti~a' ,it\ whi~h 
• .'cutthroat competition prevalled. Babeock and Wllc,ox 'becdble p1onee~s in 

. the b~ilding of pressure vessels for ~tomic reactors and faeed a highly 
~ , , '" 1 

uneerta1n and undeveloped technolo&y. ,Volk~agèn convertèd fram a model 
• ... ~ ',~ 1 1 

~nocul ture to a firm producing $ very brpad and, .~lver8. ratX$. of cars,. -- ' 

Al}._ oç thésetraus:Lttons took place extremely'rapidly -.nd; as it bappéns, 
., ...' ~ , 

taxed the firme considerab~y. 

, ! , 1 

Environmenta1· tx:ansition causes' the:flrm tct f:1D4l it,elf in lIO~e. "', 

, ' "d~1c. diverse, and 'hostllè environmetiu.' Uàual11, the fiœ beco... 
• , ... • ' • J • - 1 

" ~f.irly ''differentiated aiJ:icè lt requ;lres 11_ and· d~f~.~t .aub"'Un:1~. tlo - , 
, '. • ,_ , _, ' ,\ 'C _ 

cope vith', t:he aU:ered env~roiunental éonditions.~ Pot .xampl.~ oft_o ' : 
> ~. ~ .. ,p.,., "", ' ~, , : 
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'. 
subsidiaries are acqpired whose operating procedures a~d~Yles bear little 

resemblance to those of tbe parent company. Other times~ new departments 

or divisions are set up tod'aandle a new product-line. The increaeed - , \ 

different1àtion amongst sub-units in terma qf time horizons, goals, 

operating characteristics of personnel etc. is not usually, for '1 f~rms, 

counterbalanced by intesrative devices. Top management apparently fails 

to realize the need for new controls, information systems, and 8undry 

communication techniques. Different units operate at cross purposes and 

new departments or subsidiaries are poorly understood by the parent. 

Occasionsl conflict develops because of the abaence of cr?ss functio~l 

and divisional commit tees and because the'new endeavours are 'sOmet~8 80 

different from the old -Chat mànagement has little expertise and 8o~et~e8 

imposes uninformed edi~ts. jConfl~t ia also facllita~~d ~eQ there la a 

change in pc.w.er amoDgst organ!zational aub-groups (~r,k'èting vs produc.tio?) 

.duè to a ne..,. orientation. 

-' , . " 

'r'·' ; 

.' ' 

~, ,... ,\., \ 

., 

Automatic Sprinkler: 

t'ih~ pres,!fieIÎt' s acquisLtion strategy} postts 
no optilnulD cotporate size,~ and there is nothina 

-in its, interrial' logic to rb,rbid the acquisition 
of any, ima~1n~ble ccnnp~ny in l\ny indu8try ... 1>: 90_ ••• 
The fast pac.e. of açqub.itiQ~ ~as partly. respàns1b~è , 

, for the, faUu~,e .. ~b forge, better ~inks to the 
,d_1v~sions ••• , [Subsldiar:J,es wer~-gt'ante!1] 
tre1lletlcl'ous aut01.\~Y.· p. 91, ' 

.. l, ,,~ , ' 

tevi-Strau~$'~urope ,(L.S.!.): 
):~ 4 years:, [L .. s~a,.' e] 'staff '1ncrq;$ed t~ ~e.~ly' -. "4, 

'<3,000, 11:$ subs:td:l.ary campanteè from one to 
, 'thirt~en,; lta Itlàlti:s ,frOlil' 6tt~ to \line" it;:s , : 
.- _iehpus$a fram on .• t'o >t'Weivèti But meabl~_. the -

acqu:f.rèd firms, Wi th. L'OS. B, p'roved to be -
:un~ecl:ed~, ~~~~i~ul~.; , ,~e~r i~~sident8 ~et~" 
, 10ng..,.ea tabil'sh,d' businessmen ln th'e1r, own, " , .' 

. 'countr,~~s,. al'ki ~hey res1atecÎ cbanai!'a their. 
~ methQd, ' •• , ~,ph ,ne" subè:1d~n ',operatèd' . 
- differetitly,'with its own-acc.ounting and 
1~~~orY eOht~ol 8y8tema~ p. 133 

../ 

\ ÛSK;. .'..: (~: , 

U~ '.... repeatedly' fouhd {ts.If unable to _tee . 
use of the $p~é~l,marketin. o~ produc~ ~~d8e 
of (their' .ubaid1àl'~ea] p. 1;2'7:' .. ~ .. ' ,u."I1:tng boug~t -
a company, W4!' expectee! it"J;o oparate .• ~toma~~c.llj .. 
p. 130 " 
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.., 
Whert $ubsidiaries or di~18ions are aBked to change and/or make 

'\' 

reques~~of the head'office, differences of opinions often result in 

confliet ancf disenehantnaent. 

RCA: 

(Sarnoff's.switch from a technolog~ca~ ta a 
marketing orientation) has tom at R.CA t S most 
cherishèd traditions and met embittered 
resistànce from many old-timers~ p. 123 

)pbeock & W11~ox: 

Nielsen çr~a~ed .n a~os~here in which engineets 
and techuical people Just d1d~ t t feel at home,. 1 

'l'beit idos were,not treated witb respect. They 
f~t tpp .ma~gement di.dn't undel'stand • ;'.. p.,.125 ,,/::-j 

• 'r' , 

Centralizatl.on of Strategy-MaUn~ ,_Power 
~ . " 

.~< ' Fi f:l.nn$ t,ei,ld' to have powerful lea~ers :W~oalane. or, in cOÙib~tion 

.. 1 4~ 

. "ith only a 'ven' "few number of, people, (usuallY a head of f:tq,e , staff) 

a!!t~"tlJl:l.ne the 'ciire~t:i.oti of the firm. That ~~ not to' say that DWiagèrs 

fal~ to del~ate r~tine operatibg deb1sions. b~~ rather that they appe~r 
, . ~ ,-

to deeide major issues and corpo,rate orie~tat:lons C;-~ their Q~'.. 'l;hey ,se_ 

=to r~ly Httle on fe~dbac.k· f:tom b01Jndary spaitning units o~, trom functional '," 
H .Il • , ,t, , • ~ .. 

heada. and,' ~dopt a fa.it'~,. ~utgera_tic tone. ~lle th~ power c~ntra1iz~tiQD (( 

wall- quite' feasible;' ,in tliè formerly stable environments of the fin, it ' 
l \, - ~ ,.) 

beC~ès dysf~ct10nal under tb~:new conditions. Individual ma~~ find . 
thèID.s,e1ves ill equipped to handle thf:(far mor~ compJ.ex administrativé task. -

Q , • , ' 

vol~a,euwef~: _ -

~otZ·8 tone of cOmma~ unpleasant~y reflected 
his wa~t:l.mé career a~ a ~j9i on th~ ~uftwaffe' 

. g~neral' 8~ff~ p. ~O~ ~ 1 

" 

- 'Krupp: 
• " \ .« ~ ri.... l ... " ~ 1 , 

, It 'WaS becol'd.ll8 i1lcrea.$inSly obviouB tbat \~ ., ' .. 8 - ." , . 
, company of Krupp' fl!.à~~~· atid nature ~~~d " " . , 
èOpbist~eatea: ~eaJ;ll ~$e,jl~tt'~'~f:êis s!:inPly .. 

, too mucli for QUe man, -h~et, brUlit.ant te>. 
'.' . 'Mn41e tas' "118 ·,the crlijel .. '" 'p .• ' 1S, -- " ..",1' , 

• " !., ~, ", "1 1 

l ' 

lu ) -' 'i * ... ) -,'" , 
" ' 

, . , . , 1 : 

. , .. 
, 

, , ' 

" , 

.. ,·,1 
• ~ '1 

.. ~-
,/ " . -

, . , ,~ 1 • 

" 
.. , " 

t ' ,,!,' 
; l' l' , ' 

} .... 
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Babcock & Wi1cox: 

[The Vice President who was supposed1y in charge] 
couldn l't bear to sit in Barberton and Mve a11 
the ahots calle4 from N. y .. - and then be expéc ted 
to take reaponslb:Uity for not proèftleing. p. 168 

Aut~tie Sprinkler: 

It i, humanly impossible for SO, çompact [an 
exe<;ut:lve) ~roup to C)\tersee the detailed 
opetations of more thàn a sma11 part of a 
milltid1visiona1 c011lpany. p. 90 

C~ntra'~:l.zat:lon t'Ii qu;l.te sign~ficant to the scenariô in that l'0or 

organ:f.zat:l~na1 1ptell'1gence au'd high. proactlvlty and boldness cali' r~t. 
J _ _ ~ l , \ 

,In contras:t. 'if a te~ .of eXeèutives would dlscuss strategie matters. more, 
, , , 

:l,nformed v.~ews of problems and opportuQities might be elicited f".am the 

larger n~er of p~;specti~es cO~8ide~ed. Group discUS8i~ coùld .a180 

:1nhib1t bolder. purely' intuitiv:~, sorts of decis~ons 1:f some ·~~t1o~lë' 
l ' 

~re de;nanded- by the 'executivè teala. 

i ~ .' , 
POOl!' 0 gan:lllat.iOnai Inte'l,liJteD,çe 

.... " 

. , -
owér centra1izatiori. seems -to result· in fat" too large, .an aél1Ûn11:I"trative 

~ ~," ~ 1 ~ ,_ _ _ .. ' _ 

tas~ 'or t'he chief executive. 'The inc;rea$,ed ..environmental ,dynaÙ!.ism, al)d 

- d'ive ait y make·i.t lmpos$iblet;o adeqüate+Y ~ireèt the f1~. 'Also, ', __ , 

b~(!a se .environmental transition has been ~so rapid.' ,th~re ,i,~ u811allY 
, ' 

, . 

,!nb ficient realization thl,l,t scann!n8. contrQ1s~ and internal cPnununication 
., 1 .~, _ ~ ~ ", _ , " • j' , .. ~ \ ~ ~, _ ~_ ~ l • ,~ , 

~ys emS'1Ilust beéome more ,prevalent. 'Executives c9ûtinu'e to do t~1ngs 
, "', 

tbé '.old way' and usual1y fail to, ttack :l.u!portant:. Dew ~retW~ 1 a~d va.;r1ablee. 
'J. ' ' • 

• wh~re one1if subsidia~ies are ~cquired, tbeY--1:end 0 II,ot 'to be 'intègratèd ' . 
.a bas:fc corp~rate ,dixection and are ina.~e~u~te1y contr,plled. Firms', ~,. 

, - '" \ ..... j... 1 

-rua 1nto trouble 4$, thi~81\Pt6greS$~vEily detër.f.o~ate at-sub~:lc#at;:~:e'e 
.. .. j • i '\ , ~ ... • 

. or- ew div:is:lonsf'maDa:gement,' s lack of expertise causes' belàted ncoin:f.:tton: 
• A " ". -' .. J 

of he d~t'eriorati9n; and ;final1y'. t~p ~nagement beg~ to pay a,ttèntion . 

to t~p:gap 'ùeasures-to solvè 11igh!Y' prè'a~i~, prdb~em8 ~-,tbe ,d1vis~on, " 
li • H • _. ~ ~ ,. ~ ,', , .. 

whi h ~ :l~ txau.bl!!i 1:hia, de~r~c;ta attention fr,am 10118 ~"lI~e orientations, 

in be 'firm's old~r"l11:ieà and' a: &~erû p~rfo~n~e 'dec1ine gets u~de~ay. 
• 'cr, _ " l '" , . ., _ ' 
'r l f:l:rlll~ 8e~ to b~è, a ~,ownw.rd busad) communicad.on ,-flystem as a\' 

It ot theiF past_ eX:pet~(e8 ,in' 'sta.ble., hoDu~genèous eQ.viroIUDEliitti.' 
j , ~ • 

, . 
~l' : 

1 ~ .. . 
" 

" ~ .. " 

•• !6~ ___ ~~ ~~'- ---_~ • .: .. -__ ~~. ~-~j--==~=,..:..,..:.z,..~";z .j""""~~ -:.- ~ - ," 1~~~~':::;~,";_·~" ~"': 

" 

" 
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Messages 'f1ow <IIlo8t1y' 1 in a 'top-down' directi~n and there is little 
, ; ,. 

prov~9ion1or detailed feedba~k about ~he perfo~nee of newoperations 

There is iittle evidence of 'bottom-up', lateral, or informal~ommun1ca ~on8. 
, ' , 

RCA: 

Speaking of the inadequacy of RCA t S f~ncia1 
# ~ co~trols, Donegan recalls: '1 badn't seen what 

vas happening. The grouP etaf f hadn' t seen 

.-

it.' p~ 131 ' 

Babc<tk & Wi1cox:, ' , , 

As ,the bottleneck at Mount Vernon ~rew woree, 
Craven came te) fe~l that .... corporate 
b~dqUarters in N.,Y. [did Dot) fully ,appreciate 
tbe difficulties .~. [Customers felt that the 
President} did'oot appreciate just bow serioùs 

,the pressure-vessel'de1ays bad 'becOllle. p. 168 

USH,: 

" [A~ter aequ4'ing fima, USH] , diS~overe9. that it 
'did not; undet'stand how ta se11 ~ a'!l industrj 
w.1th which it ~as u.audliar. p'. 126 ••• 

, '~Management and operating controls of' USM itself 
, were tnadequa~'e~ fOr a company bent on , ' 

diversification. Indeed ••• USH had no ,interna1 
audit staff, and lts interna1 controls are st~11 
eltetchy. p. 130 

Automatic Sprinkler: 

At Automatic 'Sprinkler' ~ •• there had been no 
~e~ious, eousistent effort to put [a financia1 

" retiortiç. system! !Dto operation. As a result 
eor~orate management had ta aceept pretty much, 
on faitb such data aS, the divisions were able 
01' wilU,ng ta supply. " p. 91 " 

", ' 

l L.S.K. : 

[At L.S.E.']' it took ..mODtps before top company 
execut!ves realized t~they faced a ~er!ous 

, p'tob1em: 'p. ,131 .... Only [one subsidiary] w 
'cOmputer:1zed','" and lts system didn~ t fit with 
L.S.E. 's. p:'133 ••• Once goods did reaeh .' 
Europe~·L.S.E. eou1dn't keep track of ~here 
they were ••• Unfortunately [the] ehaotic a 
ou~-of-date records gave lts manager~ no in 
of the (fasbion) chang,. p. 134. Belated 
aware of the upheaval in fashlon ••• ~~S.E • 
continued bath to import and to manufacture p~nt~ 
tbat were hard to sell. p. 13S 

" 

• 

• 

j ... 
-'~I------*-'~'~--~' . , 

; • t ",' ~,'~ , _ f,_ 
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Impursiv~ and Maladaptive Sttat~gies 
\ . 

,. 
~- / , 

• 

Power central~tion allows decision maldng' styles to relate ratber 

closely to.the pe~sQnality attr~butes o~ the chief executive. top managers, 

tend to-be somewhat speciali%ed in that they are familiar vith tbe nature 

of' o01y one or so of. the 1ines of business conducted by the fil;Dl. They 

thus tend to .ake decisions which take into sccount only a fair!y 

narrow range of factors, (i.e. their decisions ar'e ~ Mgbly multiplex). 

Por example, 'one manager was v~ry much' conc~rned ld'th maiket;lng pr~blems 
but neg1ected financial considerationS.. Another was somewhat s,ensitJ.ve 

to the home entertatttment industr1 but completely. at a loss when lt came 
" ' 

to dlrecting a newly set up 'computer divlsioo~ 
"-

Krupp: . 

EBeitz wasl a aalesman rather tba'n a financial: 
man with an 'eye out for, pro'fitabUity.'" p. 74" 
[Instead'of weedinS o~t unprofitable,op~rations) 
t~.counteract fh~ gatHering weaknessée fn', , 

. dciœeàttc markets, Beiez pus~ed exports ever : 
more feverisbly •• a_[~O· areaa) wbere cuttbroat 
,intern,ation~l compet:i.~ion ex~sted... p. rS, :' 

, . Babcock & w'ilcox:' r: " 
~ { , ' 

[The: new division; hea~] ,,~a& a stranae1;' to, tbe 
problems of thé power gene~ation' d:1.vis:l;()Q, ar,td, 
to' that division 1 s big corpoQte j custOlllers ~ " 

p. l~a ' "." ;,~. ::,,::' / 
." ....... ~ 

. \ ~ .. , t, 

'. ,\ 

\ " 

" ~ 

, ., 

" 

,,~ ... 

ou 1./: 

• 1 

" 

'Execut!v.es tend to be ~~ry 1mPt.lsiv4!l' and\;;~'~hatj çloêecl-m1Ddé~' i'n 
~ ;, - ~ .. ~ 1 { , 

their decislon makiug.' They sp~nd l'~~C;ious'~ti.~~l;i ti11~ ·'il\ve~t4-8atin& 
, . - " 

f 

. 
~, 

problems ,and oppo~.tun:lt'ie~ an~ their intuition· ts --tao. !l~tutored· to carry 

tbe day. Because tli~' environmen~',has clulnsed' and the administrlt,tiye ~s~ ," 

bas multiplied in com~lex~tY, i~tuitiV;~ (l,?ricep~i()J?~"/o~ r~~lity_ sre 'ob801~te., 
Unfor~una1:ely :these' are not up'dat~ bf att.~:f.~g to. no condi,!:l.o#è." " ~ ,', 
\" ,,. .... ~." l , ~J f ,... j .. ' 

,oI.'CA'. .' , ;" .. ' A ,,\ ," J 
, 1 

\ 

\ 
\ 
\ 

. "[tri' ënte~in8 t:he ~àmpui:èr m4rk~t ~o' ~ne] -
'.' "~" 'ealculilted .hdw"~eb tbe '8t~âtegy w(;uld, Clost 

,'f" dr how long it would t'ttke 'ta rellch a, profit: ~ '" 
the deeision ta, p-lung8 '1ntO cQIIlPute'T8· haci mo'-C!l,', . 

" a" touch of ' •••. ,ùt lee1 aM leap of f&1.tb "u 

l > 

, " 
1 

J' 

l,its) ~il,l iug~edients. ' p; 1~8'"'' _ . ': 
"" ~- , 

\ ' 
, -; ,-

',1 .' , 

, 
,,' 

\' .' " , 
',' 
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V01kswag8Dwerk: 

[The ambitious '1IÏvestment. program] would have 
stra;l.ned the group' s f1na1lCial resources at 
the best of times, let alQne in a period of 
soar1ng costs, "'Bhrink1Î\g profits s ,nd 
dwi~1fng markets. p. 102 

Babcock & Wilcox: 
, f 

• '... maqagement made to~ little Pt'ovi~ion fDE...---'---
the time :l.t wotild take to gèt th~nt . 

,operat:lng at fu~l capacity. p. 164 ' 

", 

l, 

..-.-J--

, 

" ...-----" 
, Restricted 'decision time Uorizons also. seem to 1Je th~ resul~ ~ _~ower--

centralization and increased envi~onmfUtaI,compl~~ty. The principal 
." '*' 1 ., ~ ... 

'coordinative directive' whieh the manager bears' 1-n'ud.nd.may be.a fairly 

'SimPli~t1c one, oft~ bâsèd ver)C much on' pe~~~nal aspirations. lt '.y n~t 
he suffieientl; rich or det:àiled to serve ''as à long t:erm. guide for the. 

~ . .. , , ... " 

, ente~ri8e or to' estabUsh .~ tempo'lfllly consi8teJlt, growth direction. Th~ 
. . '. '1"-

lack 'of a long term ori~ntation ma,. st~ a:El well fl'CD past enviroa .. ntal \,..r:. ' 
~t~bil:ltY dn which ~h~rter persp~d'~i~ee ~er~,perfect1~ ade.èiuate. 1<, :. :, -- " 

, USK'" <. .' ,-
• : " ' _ .. ' .. 1 

" 

l' 

The pace was tbo f~st a11dW f~r thp'r~ug~ 
in'vest.igat;1on of m' «r partn~'("s ~.. Ol' for i '.' .~, -.' 

1 

r' prop.er asÈdmll on of ,~ew1y acquire4 compani.es \ \ 
. ~._. ,-b'ê'fore (ma ent' s attention was, diverted ta other ~\ 

._ ... -;;-- negdt!a . pp. 88-89. ~ ,,' , \ 
l' 

" 

ps 'bec~use lit~le thought is given to major decis1.ons. 11'1 f~r.u 

end not to be v~ry adàptive"(though of course, they are changefUl). Ther~ ''''-''-;. 

exist eit~r 't~r~; or min1mal responses to 1llost enviromiten~al: or internal 
1 .... ......,-. ' .; 

f .' ~ , • 

, 
r 

o .~reada. ,Alao-the leadet doea not appear to be 8èns~tive t(k~the consequences 

~ ," _ "'or",oulid~~ss of 'h*- actions. This is d<Jubly;, t~-e w~en the ù~ has ~t.ered " ~ 
, '..' '. . ___ ---'. -, \, " - . l ' ~ '0' ,;' ,., aew aniLunfàtrdl'1ar terrai~'8ignals fram the new "usine.,S8 'Ill'e th&;t'· _ - è 

.- ,~ •• ~~ ?- • , • . . J ,. ~ ,_ , ,,' : .J" ," 

.i"'·, " '. -:' .. 1IlUch ha~er .to inteJl)ret. -. " ' ' ,''''' , .. '. --~ . ' . ., .... _ .. ...,. '-', "" .. '_ .. ' 
,.c, '.~-. , '.1' • 

.."-t~ .... ,, ~\ .. * 1 .~~, ~'I 'J'II '/~ ~, ( '.' " • .-.. 
... ft .. ~ ..-: • - .' J'1 J5. ~ ", 

, ..JI:. " , ., ,,- , ,~ i 
, - ~:" .( ..., - •• " ,- ob, • c' " 1 ~. 

~_ .. '- I~ ~ 1...,. _1"" • l ," t 
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Volksw~genwe~k: , 

, Lotz ',s basic strategy' of model diversificilS:i9n 
was sound, but the practical applicationvbad an 
air of' u*insp;f.red improvisation. Not 'â single' 

.. one of the new VW models was an unquaU.f ied 
/ shccess. p. 102 

~ 

.. 

Krupp: • 

Kr.uliP invèsted $300' 'mm. in coal and stee1·-(the· 
fiist séc~ors of' the econoMy to go sour] .••• 
by that tiIne, the German market •• '. [wasl 
burdened.with overcapacity: .~; 75 - , 

L~S.E.: 
o 

• ~. with ••• ~' long lead times f,lnd a comp'lete 
distributi~* n~twoxk, the company could n~t 
readily shift its outp~t ,ta, conformwiCh 
such swing~l of fash!on. Des~ite this . 
handicap ~ ded.ded to 'eompete in tge' . 
high fal;lh1g~ business with fast,er moving 
local' "t'iva1E+._,. p. 134 

- . 

\. 

0' •• 

-~ -' 
An ixtr 

" 
~or the .lIlost part, 'm~nagefs ~~~. very hoid and pr9àctive •. They béat 

competit~rs in di~er~ift1 g ~~~o new l~nes ~b4 ,embà~k upon coatly vénture~ 

even t~OUghi tbey ère wel ,aware'that a subétantial'~ is'inv~lved.. ' 

-'" 

This :i.s no's, surpr1sing in:ce po~er ta oetltralb!ed. No. ône can' st<?p' the 

manager fram adopting a. b~ld è,ourse" of 'aeti0t!. Also, sinee "the décision' 
• • 

~ , " l ,~ '4 
~ tnaldng style 1s quit~. impulsive, tnere is little time to develop "eold feet" ~ . . . 

from the I:ldvi~e of staff analysts and technQ.crat,s .. ' Because the,., amount of 
1 1 1 (J Ji .,n. , 

feed~èk i8 ~b lfmited, the executive often pr9gre~se~very far before he 
, . ~. - -, . 

, .' l, ~~~ of the '~~d flag 'that 'ult;.:J:i1~te~~ mitigatea ,~is boldne8s~' 

'----_________ -- . This f?rm o~' ov~~xtehsion 16 characterized' by expans.ion witt\ut , 

0' 
•• ,', 1 

consolidation and ,th~ lack of in,tégrat~on or"fo~us in str!ltegies., ... 

'. , ., 
_._( '_ r _ '1 
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Volkswagenwerk: 

Ambitious investment commitments eroded the 
company's cash reserves. p. 83. Lotz was 
determined to pursue a polie y of model 
diversif1cation much wider than Nordhoff 
had ever envisaged. p. 98 

Krupp: 

Beitz sord 1ike a demon. Beating out 
competitors not only from the Ruhr but from 
Britain, France, Italy, and Japan ••• 
[while this] was crippl1ng Krupp with 
financial costs. p. 75 

Automatic Sprinkler: 

[The company's failure resulted from] growing 
explosively by means of multiple acquisitions in 
1ndustries new te lts management ..•• The pace 
was too fast to allow for thorough investigation 
of merger partners. p. 88 

L,.S.E.: 

--

[The executives1 declded that Levi Strauss should 
expand rapldly in t:f.me to g'rab as large a market 
share as possible. Only Iater would tre company 
:impose its uBual financ1a1 and management controls. 
p. 133 

:{ 

Entrepreneurial top executives with substantial decision makin~ gower 

have caused the FI firm to en:er a much more dyqamie and heterogenaous 

environmènt. This is apparently dangerous in that little has been don~ 

to prime the intelligence and power structures of the firm to make the~ 

more suitable to the more compl~x conditions.< Instead of ,attempting to 

reduce uncertainty. consolida te operations, and rationalize the administrative ~. 

structure, top managers continue ta make'bold and rash moves which get 

the firm into further trouble. No one is there to prevent entrepreneurs 

from indulging their tempetaments. There 18 litt1e time or-inclination 

to 8tudy the situation in depth, and so ma1adaptive and simplistic \; 

~eci8ions appear aIl too common. 

Some readers might have noticed the simi1arity between the Impulsive 

flrm ani the Entrepreneurial conglomerate. FI is l1ke 84 in many ways. 
\ 
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An ~ntrepreneur dominates. a bold diversification strategy is purimed, 

risk taking is substantial. and decision making is proacthre. Abo. the 

environments have become heterogeneous and the levels of organizational 

differentiation are substantial. This .>l\owever is where the simllarities 

end. While 8
4 

firma are quite careful to investigate the soundnessa of 

their moves, FI execu Uves are shawn to be unduly hast y and impulsive 

in taking actions. Also, there i~ much delegation of operating . 
responsibilities in 84 and just the opposi~e in FI' The resùlt is 

that the levels of industry expertise of management ia much lower for the 
..-

failure archetype. The successful conglomeratea are p~eoccupied with 

gathering. analyztng, and discussing information ab?ut proposed 

acquisitions and operating problems and seern to enier relatively 

munificent environments thanks ,to their diversification programs. FI 

firms on -the other hand are dominated by individuals whose intuition no 

longer suffices to make enlightened decisions and. as an apparent 

'"'Consequence, companies have entered very hostile settings during the course 

of their expansions. lt seems that in one case a controlled and , 
deliberative sort of boldness l'revails whereas in the other, an unmitigated 

and untutored aggressiveness i8 manifested. 
'" 

Relationships Suggested by Archetype F 1 

1. lncreased heterogeneity in ,the environment crea tes the~need for, and 

u8ually the fact of, great~r organizational differentiation. The 

differentiation and proliferation of speciaMzed organizational 
o 

aub-units often makea coordination of effort and Integration o~ 

purp08e much more difficult. 

q 

-, 

2. Environmental change, especially when it i8 very rapid or discontinuous, 

makes adaptation very diffic~lt. There ls usually Insufficient tfme 

to set up"appropriate intelligence and power distribution systems 

ainee the organization i9 in a state of flux and execul::ives May be 
• concerned vith other matters. Also. few managers May realize the need .. 

to establish better ~rganizational coping devices. 

" 

r 

, .. 
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When there is only ~ individual who makes the for the 
'. company, strategies will probably be more simplisti , less 

multifaceted, and less multiplex than if a team 0 

different ideas and perspectives were involved. 

execudves vith 

4. To the extent that the firm has on1y one key decision maker at the 

helm, the felt need for sophlsticated organizational intelligence. 

systems ls likely ta be qui te low. Where there exist a team of top 

executives who occasionally do battle with one anO'thet' to resolve an 

issue, there will be demands for more information, ahalysis, and 

5. 

delib"eration. If the man at the top is unencumbered, he may just 

as Boon give way to intuition and instinct while disregarding the 

facts. 

Extreme power centralization also facilitates the making of bold or 

risky decisions. There are no other organization members to deal 

with who might attempt to crltlcize, point out the risks or block 

the proposea decisions. 

6. The absence of adequate intelligence may give top executives a false 

sense of security and cause them to unwittingly iuitiate bold and 

risky moves. It May not be necessary to use the Most sophisticated 

scannlng and controls techniques or ta hire a group of systems 

• analysts ta gather useful organizational intelligence. Nor is it 

inappropriate ta use intuition and ,'féel' in" making decisions. What 

does seem to be requlred in a dynamic environment, particularly 

where rapid diversification ls under way, is·for decisions makers 

ta continua11y update ~eir perspectives of their"tasks and to remsin 

open-minded when their judgementsare chal1enged by those who have , ' 

'conflicting' information. 
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F 2' THE STAGNANT BUREAUCRACY 

Samp1e Ca~e Summaries 

For the 24 years beginning in 1935, Eastern Airlines was complete1y 

dominated by the strong-willed Captain Eddie Rickenbacker. The emphasts 

on cost cu:ting , th~ dis regard fer eus tomer diS FJ!S, the fai1ure.to go 

after more profitable routes, and tlLe very bel ed adoption of j'et 

transportation; aIl weake~ed the firm conside bl~. Oyer the long ru~ 

the fai1ur~ -tQ the -air1in~ to change and adapt to the 'new modes of 'L 
~ ~ 

transportation made it impossible for it to compete with other carriers 
~ 

fer customers (July 1964). United Airlines in the early and mid 1960'9 

experienced a somewhat 

Leathercraft sol 

",~_...-,.-- situation. 

designed for an essentially rural~orld. The 

, 

" 

very away from farms ànd towards urban centers ' 

~onsciousness of customets. The 

"any-color-as-lo mer€handising philoSfphy caused the firm 

to prQduce pedestrian styles at a time when there was very little demand 

for them. Management's stubbo~n resistance to change lasted for many 

years and the company final1y'found itself in grave difficu1tiea (1955). , 
The history of Melv~lle Shoe Company (about 1950-l~60) is almost identica1. 

The Caterpillar Tractor Company has for maby years pr~uced hea.y 
" ' 

construction equipmeht particularly weIl 8uited for road building. With 

the long term decline in this ~r~et in the U.S. other equipment 

manufacturera pad begu~ to reorient their product lines into light-

construction, farm equipment, etc. Caterpillar's management, with their 

~ ::;:~~1a.:::.::~e,:~t::":n:::p:::e~~:n~ym~::r~:.t::s.:~:e::::nmost 
of the nation'a passenger service. In spit of the'great demand for rail 

__ service, Amtrack 8ucceeded in alienating most of its passengers.with 

incredibly p09r service. Th~ organization took over a poor1y maintained 
• 

and fragmented rail system and/did ~irtual1y nothing ta improve it 

(May 1974). 
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E~sential Peatures 

What,was oqce a very stable and munificent ~vironment has ,become more 

dynamic and hostile. ~e organization is not geared to the ~ s~tting. 

There seems to exist ft notorious1y poor intelligence syste~, m~ch 

concentration of strategy making power, and little delegation of auth6rity. 

• 1 

, ' , 

to carry out even fairly routine activities. Often the~e is a great deal 

~ of conflict amongst managers and organizational sub-units. Stra~egy mak1ng 

a5Pivity is extremely conservative and tradition-bound and apparèntly 

ignores many factors which influence the success ot the firms. 

" Hypothesized Causal Links 
J ", 

.. 
• 

Figure 5-5 i11ustrates the çausal~inks which are hypothesized to . 
unde~ly the Stagnant Bureaucracy • The external environment of the firm had . 
been quite placid and simple. Product 1ines and production technologies 

were stable, market tastes changed only very slowly, and the moves of 
• ,>. 

c6mpetitors were predictable. There was no great hostility caused by 

government regulations, resource shortages, cutthroat comp~tition, etc. 

-This stable and munificent state seems to"have lulled the firm to sieep. 

,There,had been no real or perceived need for vigilancé and sa the use of 

uncertainty reduction mechanisms is now uncommon. Thus one or two men continue 

to make al1 the major 'decisions and little effort is devoted to the use 

of ~ophisticated scanning, coqtrol, and internai communication techniques. 

Bec~use of this primitive o~ànizational orientation, top levels of 
,\ , w 

management in the fi~ seem not to perceive the changes in'the externalo 

setting. ,Thus' the need to reformulate product-market strategies and 

organizatiorial structural attributes es~d them (a catch-22,situation). 
.. ~ 

Lower levels have become increasingly aware 6f the need for change 
~ . 

Binee they are closer to the markets of the ftrm. Unfortun~~ely their 

limited power and the bureaucratie ways of ~perating serve to frustrate , 
'-these individuels as they press for change~ 

Strategies tend to be extremely rigid and conservative. Thïs is mainly 

because·top.'manage.ent ~re npt convinced of the need to ~hange. Th~s t~e c 

old ways of doing thin~s are usually preserved 
~ r~ , 

longer be appropriate. Also, strategies tend 

even tho~gh they may no ( . 

to be simple, and are 

( 

\ 
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... 
FIGURE 5-5 THE STAGNANT BUREAUCRACY 

• 
The previously stable and simple environment has lulled the 
firm to sle~'P. Current environmental conditions ma~ thi's 
very dangerous. (Dynamism scores have gone tram 2 to 5. li 

hostility from 2 to 6). . . 
- • 1 

. 
, 

, , l . , 
L 

-

- , 
) 

Little intelligence activity Power remains centralized 
takes place - there is at the top (6) 'and few 
~parse scanning (2)~ .decisions, .even pf a 
controls (2) ,1> rouçine nature can be made-
or conununicatioo'(l} by lower leve;ls (X3) . . 

, 

" ~ . 
J, , 

Conf lic t (7) is occasioned 1 

1 . 
when lower levels perceive 
the need for action but are . , n 

frustrated by top levels 
• of management A 

, 
./ 

. 

. Jl ~. . 
.. , f 

. 
" . 

Strategi~s are un1nformed, Strategists are very 
sfmple-minded, intuitive, IE-- - - - -- --!I conservative and .tradition 
and ignore reality 

n 
. 

• t" • . . 
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bound. They don' t want A-

"èhange 
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( 1 

founded on the often ~ntutored intuitions of exetutives, rathèr than on any 

cons~dered deliberation or probing analysis. The poor intelligenée system 

and the fact that .'o~e or two executives 'calI the shots' assure that 

this must be the case. 

Discussion 
6 

. , 
Th~ Passing of the Stab~e State 

What wafo oriee an extremaly ~tJb1e and uneventful environment has begun 
\ 

" over the last 5 yeaFs to become more dynamic and hostile. Consumer·tastes 

shi,ft, competitors, are bringing out new offerings, the legislative c1imate 

ls chanking, new ocganizations begin to ènter the competition, and 

changes in production technology are called tor. -

,. 

L,a thercraf t: 

[There was a] dwindling farmer market-caused 
by the shift of population from rural to urban 
Méü ••• The heavy-type work shoe produced 
by Leathercraft W&S not suitable to [non-farm 
workers]. p. 4t7 . 

Caterpillar: 

The màrket for earth-moving equipment i8 changing. 
~ [ f-omer] era was the era of the mammoth . 
highltay project. ln the 19~O"s "the emphasis ••• 
is apt to be less on big highways and more on 
urban demolition and reconstruction. This work 
will require smaller and 1e'ss costly kinds of ; 

~ machinery [which Caterpil1ar cannot produce] •••• 
\ [Also] the gap between the quality of Caterpillar' 
~ products and tbat of ..its U.S. competitors has 

, alsO" begun to ,narrow. p. 161"· 

Somnolent Intelligence System 

Th~ F2 firm does not fully recogniz~ that its env~ronment bas been 

tr~nsformed. It seems ta opera te under the 'delusion that the previously . 
stable stàte of affaira continues to prevail. Man~gers are oft~n not aware 

of the need forsubstantial intelligence activity. They have been 
\ . 
successful in the past wlthout lt. In any event, the'environment has 

. , 
changed too quickly for the firm to be able to readily structure its 

intelligence system to match the new conditions. As a resul~, the little , 

. . 

.( 

./ 
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Bcanning activity which'does tâke placé'ie performed by high level ex~cutive8 

and ls usually narr~,y focussed upon parameters whicb have been ~racked in 

the pasto Control systems can b~ slug&ish and apparently are not , -. , 
sufficient1y broad-based to inf?rm manag~ment of the chang~g cond~tions 

in a timely faanion. The 'ihterhal commu~ications network ia often'biased 

and quite retarded. The bias existe ln favor of,top-down communications, 
, * , ; 1 

usually in the fOrRI of dVectives. There Seems to be too 1ittle information 

exchanged amongst sub-units or flowing ~rom' boundary spanning units 'to 

.. upper echelons. 

-

U~ted Alrlines: 

••• George Keck' s [CEO of United ~irlines ]aloofness 
separated him from those below • ' •• Keck. ia an 
introvert .and he worked as a loner, selÛng little 
of the troops or th~ public. p~ ,74 

Amtrack: 

{Amtrack's CEO] Lewis gets little real feedback 
on these and 9ther problems, because he doesn' t 
~et out and·tour.the system. p. 282 

Eastern Airlines: 
~ 

[Eastern-Airlines' CEO] Rickenhacker was brash, 
~ opin1onated, intermittent1y explosive, a hard 

man to argue with. p. 174 

Melville Shoe: 

The Me1ville Company ••• continued to turn out .... 
pe~estrian styles [at a time when they would no 

'longer sell]. And too"many of its shops were in 
the decaying city centres; the company had 
faUed ta recognize th~t much of the future 
1ay iP. 'the suburba.. p. 112 

r . 

Tight Power Centra1ization .r 
" I~ - / 1 . 

Under earlier environmental stability, munificence and h0111og~neity. . , 
lt was feasible for the enterprise to be directed by on~ or a very f~w top 

~gers. Basicalty, the admtnistrative task was a s.,imple one in that 
& J' 

!irm policies and programs cou1d bé established at the top, carried out by 

lower lev~lst and rarely needed adjustment or intervention. The few changes , , ' 

tha~ were required could thus be made-by a small executive group. 

'"1' "" 
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/ 
Unfortunate1y, the transfotmed environmept seems to have rendered the 

çentra1ization of strategy making po~er dysfunctionai. The situation has 

become too comp1ex for one individua! to handle. This ls doubly true 
~ 

since the chief executive fails· to delegate even many of the more routine 

tasks. 

Melville Shoe: 

Ward Melville (CEO and majority shareho1der] 
.didn't understand the art of delegation. His 
idea of taking life easier was to retain the , ~ 

chairmanship. ~nd ta hand ove~ the presidency 
ta a man who would accept responsitii1fty without 
claiming too much power. p. 112 

Eastern Airlines: 

Fo~ the next two deca~es [Rickenbacker] 
compLetely domtinated the airline, hand
picking most of its board members ••• 
Even when he had over 17,500 employees, 
he ran a one-man show. p. 174 

Q 

Uniteljl Airlines: 

The company wa~ very centralized ••• It 
took so long tb justHy things that by the 
tlme you .couldi get lt justified you didn' t 
need it anymo~e. p. 72 

~ firm '!lot only hat!' a ,very thin layer of managers concerned with 

strategy making~ it a1so apparently lacks an adequate professionalized . , 
tech~ocratic corps. Thi~ may stem from the unwil1ingneee of management ta 

assimilate and effectivily use suç~ individuals,and from the aoclimatization 
/ . , . 

ta a fotmerly stable environment in which high levels of techno~ratization 

would have been superfluous. One reason why technocrate are not deemed 

usefui may be that existing executivesare thought to possess the requisite 

skiiis. In any event, mu~h c9nservatiam, dwindling profits and Inadequate 

reso~ees render the company unattraetive ta many professionai employees. 

InternaI Confliet 

The centralization of decision making power in the hands of a émaIl 

group of conservative executives often frustrateé 10wer levels whO' are aware . 

of the need for action but are quite powerless to do anything. United Airlines 

1 
1 -

·1 
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and Eastern Airlines had marked morale problems which' permeated each 

organi~ation. An unchadging and r'igld stance by higher levels often caused 

considerable consternation to employees with gripes. 

United Airlines: 

SC! low had [morale] sunk by the sUlDllier of 1910 
that Unlted's pilots, the highly p~iJ!junior 
executives of ,the, airline industry, were 
staging a slowdown. AlI too often, ground 
crevs and even passen,er service agents and 
stewardesses were demonstrating their low 
spirit~ through a listless, uncaring attitude 
towards passengers. p. 72 

lnt~rdepartmental confliet is also eommon. The constraints on the 

authority and decision ~aking powel8 of functi~ areas reduced tqeir 

ro1e at times to justlfy~ng their failures r~t~than striv)mg to~ard~ 

succeS8. lt i8 not surprising thAt one department manager blames another. 

-
Amtrack: 

" •• discord rèmains. I;.ewis' penchant' for 
having his lieutenants argue causeb and 
debate ideas tends to pit offieers apd 
departmenta against one anothex:. 'This has ~ 

got the middle management proteeting its ass', 
says one former mid~le manager. -The marketing 
and operattng.departments often strive to make 
themselves look good at each other's expense. 
p. 82 

Obviously the Qigh degree of confliet limita the integratlveness of 

the organizatlonàl effort. 

Leathercraft! 

[lop managemertt) h~d diff!culty in agreeing 
on company policy. Within the company 
organization individuals tended to operate 
independently of each other generally with 
little regard to cooperative effort. p. 484 . " 

The conflict and lack 6f Integration which characterize F
2 

firma is 

remarkable when one considers the relatively low levels of organizational 

differentiation. If anything, we would have expected 

of orientations to have discouragel conflict. 
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Strategies as Products of Casual Ignorance ' 
, , ~ 

ReQall that the intelligence acti~ity of the firm seems to 

fbcus on a narrow array of variables: apparently, those which appeal ta 

the few persons in charge of making key decisions, and whièh may have 

been more relevant to the past than to the present. Thus mû1tiplexity 

of strategies seems low and, perhaps,as a result, ~he firm i8 not yery 

adaptive. Management uy not bècome alerted q~ickly enough- to import~nt . . 
'trends which require adjustments in ~trat~gies. 

- United Airlines: 

Decisions were made from the top of, -11 lang,_ 
vertical cltain of commando Employees down 
in the ranks were often discouraged from 
making suggestions. p. 12 

Eastern Air1ines: 

Whi1e Rickenbacker's cost consciousness helped 
profits dhring the monopoly years, tt b~came a 
problem when Eastern had to,compe~., It was 
bard ta campe te for customers while economizing 

, endlessly on equipment and service. p. 174 

Melv'.l.l1e Shoe: , . 
tA Thom MeAn shoe used to be'11ke a Model T Ford: 
you could have it: any color as long as it w~s 

,black, though.we always did se11 brown, to be . 
honest about it.' p. 198 

( . 
Caterpill~r: f 
[C8terpi1lar] do~s not manufacture any cranes, 
boring machines, trenchera, or on-highway trucks. 
So, as the nature of construction work begins to 
change, Caterpi1lar can anticipate 'a squeeze on 
its profit margins as weIl' as additional 
pressures to diversify. 'p. 263 

'The transformation of sthe"environment fr,am a -stable, homogeneous 
• 

condition to a more:dynamic and complex one makes the administrative tast 

of the firm much heavier. lnadequàte adaptiveness may 1n the long run 
.. ,r-__ ,_ 

cause managers to be faced witb 'crises' 'and prob.~s w 

immedi~te attention. Executives may therefore b~ forced 

h require 1 

.t:}lsh their 

decisions, particulhrly when they have âeglected to delegate power down the 
, . 

line. There ~s thus ~itt:le Ume to analyze situa.tions in datai! and a 

short-run oriented, stop-gap approach 18 employed. 
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Eastern Airlines: 

[At Eastern, there wére]. severa1 .slJQ..rtsig~te~ 
decisions about equiopment ••• [thé cOfnpany] 
staked too much on the project Electras ......... 
[were] Iate in ordering and getting delivery 
on fuli Jets [and] ,ordered too few jets. 
p. 217 

Amtrack: 

During its entire first year, Amtrack merely tried to 
repair breakdowœas, they occurred ••• [After sp'end:lng' 
money on 'cosmetic' alterations only] Amtrack was ." 
caught in a plague of brea'kdowns that is stUl out 
of "control. p. 278 

r 

1 

Executives of F 2 firms tend to lose sight of the big picture. There 

is littie evidence of con9cious long term strategies, perhaps because - . 
operating, rather than 8~rategic problems and goal~ were thé foc"!s- in 

the pasto There was rarely any need for reorientation of the firm 

because the setting was 80 stable. Now that changes are required there 

seem to e~is~ inadequate executive. technocratie, arrd in~eIligence 

resources to deal with any major àdjustments • 
. \ a 

All Thin~s Must Pass 
. . 

For the most part, Qnagers of F 2" firms rationalize their V1i:e4icament 

to avoid rocking the boat. They apparent1y believe th~ir difficulties ta 

to be temporary and feel that the old fom..tia wil·l prOV~itself again in 

th~ near future. The fact that top eXècut~ves are often out :of' touch with 

their environment and don 1 t seem to Iisten to their betel:' informed 

sbbordinates makes it Btfficult tO,break down the rigid perspectives of 

the men at the helm.. Ilestrictive tradition~ are thus maintained. very 

1ittl.e product-market br struG.turai éPnovation takes ~pIace, and risk taking . . 
,.. in the form. of commitment of !esources to new projects which attempt 

basic reorientàtions i8 virtually absent. 

Eastern Ari1ines: 

[Rickenbacker J had the cautious soul of a 
greengrocer when it caÏQe to spending money 
[hi. frugality became a~ industry legend. 
p. '173 
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Caterpillar: 0 • 

~ ~'. 

The' company prides itseH on an apnost pr1DÎord:f,41 . 
conservatisme, which éxtênds ,to aIl a~pec'1!s of' , 
its business ." .••. it carries l1ttle débt anlt 
relativêly few receivables .~. t~e company'will 

. almost never be the' firat to introduce ,a new 
.product 'J.j 1t can possibly avoi~ -doing s~. p. 162 

c. • 

Conclusion 

, . 

~. ... 

, The firm has bean lulled to sleep by a preViQÛsly stable environment 

and 8' fQ~erly successful stratègy. In the tra~quil past, little '-
. .. . 

int;elligence activity,. decentral1zation, innovat~~n,.. or technocratization 

was required •. A p~werful top ,management- which .seems out of touch with 

the environmebt~ disdains bottom-QP c~I).ication, and has ;strong 

.c~tmentsi' 'to. the oid wayof doing things, 1s urlaware of the need for 

change. Conf1ict betw~en upper and lower levels and across deparl:mJi1té 

results r.espect~vely frçm differences in perception, and ~ need ro escape 

blame. for failure. Strategiés seem un~nforme.d, unadaptive, and geared 
v ~ 0 '" 

ta implement!ng st;op-gJlP me8sures ,to stave. off crises. Innovation, r;Lsk 
, 

taking .(in a pgsitive sense) and proactivity appear out of the question 
" ...). . '\. 
~Els traditions ana conservatism predominate .... : . , 

" There ~ppe~rs to be some' simi1ar~ty' between t~e S2 Dominant Finn 

, 

". • '1 '" 

ând the ,F 2 Stagnant Bur~uc,rac~2 . Both types ar~ relue tant to change pas.t '" 

stra·tegf.es in any very "majQt "ay •. They are so~èwhat weddecl to product'"1ll8.rket 
t ' J"' , 

sc opes and admin1!;1trative modus opeTandi of the past, usua11y because . . 
these had ~t .one Ume proved successful. ~1~ addit on, both firpts. are run 

1fy ~op ~ecutives who are po~erful. and ~ak~ many - f the imWtant 

decis1ens .. , Rere however, is wheré the similari y ends.. J . 
• - , a J'. , 

S2 firms' define their strategies quité b~~ - tn terme of the 
,. 1 

pro_4uct-market orientation as well as the admini trative practices. TJ:ley 

tbus, have. more 'play.' availab1e in 'making changes. These companies also 
, " t ' 

have,a talented tier of line èxecutive~ who attempt, .t?' !l.ncremental.ly 

adapt strateg:\,es ~o meet n~ conditions a~ UopportuntUet F 2 firm~ on 

the Qther Mnd are ,nof at 11 preoccupied with updating t~eir strategies 
. -

since key strategists d~. not. admit to themselves tb,9t there is any ne~a 
, r , 1 u -f'o. 

tO change. While -S2 firms pU;T:sue incremel1tal change, -F
2 
compa~ies appear 

ta avoid a11 manneJ;'°of éhange. '. '\;0. ", .~ • ( 
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It seems also that S2 companies are better 8trûCtured to deal ~ith 

change - there exist some types of intelligence âctivity, industry 

expertise is high, and .authority for carrying out routine functions has 

been delegated down the line so that top managers have the time to focus • 

on strategie matters. Interestingly, the environment is not aIl that 

hostile and has changed only gradual1y BO that the firm still has things 

under control. We have noted before that in contrast, F
2 

firms face a 

radica1ly transformed environment, one that has gone from relative 

tranquility to substantia1 dynamism and hostility. Not ever having had 

the occasion to reorient strategies in the past, firms are not geared 

either structurally, managerially, or in terms of their intelligence 

network, to altering their strategies and administrative approaches. 

Re1ationships Suggested by Archetype F
2 

1. Power centralization and inadequat~ intelligence activity ar~ a 

dangerous combination. The resu1t is often tbat the people ~ho can 

do the most rea11y know the least. This causes maladaptive strategies, 

executive overload, and usua11y, ~ good deal of intra-organizational 

conflict. .. 
2. Power centralization makes the strategy of the firm extremely dependent 

3. 

4. 

, 
on the personalities of the men at the top. To the extent that these 

men are ill informed and conservative, their company's strategies 

will be likewise. 

• 
The longer a firm has succeeded in a stable environment, the greater 

the level of conservatism. 

The longer a firm ~s succeeded in a st{lble environment, the more 

jarring must be the a1arm system to shake the firm into action. '. 

\' ~ 
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Sample Case Summaries 

L The sprawling Société Générale de ·Belgique la Involved in a great 

many industries aIl over the world. Its banking, mining, ateel, 
/ 

electrical, and chemical interests are aiX run;quite independ~ntly of 

one ano ther • The f 1 rm remaina ver;y trad i tional in i ta ou tlook and 

there ia little evi"dence of any top 'level 'co~rdinativè or integratlve 

force which attempts to direct in a purposive way th~ fortunes of the 

Société (~ebruary 1969). 

Allia Chalmers Manufacturing Co. can alao be considered a conglomerate. 

A producer al milling. mining, farro and roadbuilding machinery (ampngst 

many other things) the fi~ has been drifting without an explicit 

Btrategy for many years. The management is wont to leave well enough 

alone and the management style i8 extremely conservative (November 1967). 

The massive ail company, Jersey.Standard, Is very proud of its 

extreme1y decentralized mode of operations. A fully Integrated oil 

company with wor1dwide facilities, Jersey's aize and.complexity make it 

a formidable firm to guide. There is little' interference from head 

office ln divisional affairs and the pace of change ls very slow (1970). . 
Pen American World Airw.ys and Beren~cot are not quite as large OJj 

diversified as the other firma in the archetype. However their basic 

problem does seem to be leadership. Pan Am' a top executive is too 

Involved with Government matters to tackle some of the company's pressing 

problems and his lieutenants are inexperieneed with the airiine industry 

(January 1972). In the case of Be~enschot,the founder'à·death has·left 

the consulting firm with a large leadership gap and it muddles tbrough 

without any e1ear strat~gy (1911). 

tJit 
Essential Features 

The most prominent charaeteristiea of the head1ess giant are: a good 

dea! of size and diversity (in terms of environmental: neterogeneity and, 

usually organlzational differentiation as weIl) and a cons erva tive. 

temperamènt sinee few risks are taken, traditions abound, and product

market innovation is aIl ~o' rare. Perhaps most impolitant., no one has 

J 
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em~rged as a leader or stratrgist and the actions of the sub-units of the 

firm are quite disjointed and independent. Executives seem té mud~ 

~hrOUgh without any clear sense of direction. 

Hypothesized Causal Links 

Figure 5-6 presents a series, of relationships which are hypotheslzed 

to exist amongst the key variables in the archetype. These links can be , 

summarlzed brlefly as follows. The environmen t has changed markedly 

from one which was quite stable. homogeneous. ,i'lnd munifi<::ent. to one

which is more dynamic, h~erogeneous, and hostile. Unfortunately. the 

firm which under the prev ously simple conditions did no~ ha':e such a 

difflcult administrative t sk, is now forced to cope with 
",""- ------

envlronmental turbulence. Management has not recognized this. perhaps 
f 

in part because the finn seems not to be fully aware of the problems and 

opportunities Inherent in its new e~vironment. the need for unified 

leadership Is ignored. (The reverse causality might also be true). 

The diffuseness of leadership hampers effective strategy fonnulation. 

,Strategl making actlvity ls carried out in piecemeal fashion at the lower 

levels of the organizatiori. It does not entail a concerted effort at 

formulating long run goals or product-market orientations but rather 

consists of a series of quasi-independent attempts at handling 
1>, 

incressingl"Y pressing problems. ,., Decisions in the various areas ct the 

- -,- -- - -------

organization are by no tlteans coordina~ed. Two key elements appear to 

emerge from the leaderless''Çrientation of the firm. The first is the 

absence of -a" well developed 'itrategy and the second is the high level of 

conservatism whieh ch~raeterizes the. strategie posture. The lack of a 

concerted strategy manifests itse~f in low levels of decision mhltiplexity. 

8~rategic consciousness, and produ~t-mar-ket innovation~ and short decision 

time horizons. Substantial conserv~tism is evidenced by the low levels of 
• 

proactivity, the notable aversion to \risk, the extent of tradit~6ns in the 

firm, 

for a 

in the 

stance 

and the presence of managers wh~ have béen wit'h" the organization 

long time. It ls not surprising\hat the more demanding conditions 

enJironmen; coupled with an appar~~~y aimless and,conservative 

seem to result in an unsuccessful ",\Porate effort. 
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FIGURE 5-6 THE HEADLESS GIANT 
... 

~~nvironment has Changed Markedly 

- Dynamism has increased from 3 to 5 
- Heterogeneity has Increased fr~ 3 to 5 
- Hoste has Increased from 3 tN 

\ 
, 

_ ,Intelligenee,Activity 18 Geare~ to Past, not Current Conditions:/~ 

- Scanning (3), CQntro1s (2).:~unications (2) indicaté 
~,.. relatively Uttle basic intell enee activity. Analysis (4), , 

and Industry expertise (3) are 90 non.substantial. 

l \ 
There Is a Failure to~co;nize the Nee~for Leadership: 

- Strategy-making c~nttalization i8 very low (1), delegatioà ~s very 
h~gh (6), there is 11ttle in the way of integrative·devices (1) or 
efforts at ensuring the mutual complementarity of decisiQhS in 
differentfunctional areaa, and what's more, heterogeneity (5) and 
differentiation (X5) make the or.ientations of the various areas 
quite different • 

• 

l 
There is Much Conservati~ 

\ - Proactivity (2) and Risk
taking (2) are low. 
Traditions are ~:1:"gh (6). ~ , 
Managemen t has been wi th ~ 

the firm f or a long Ume 
(2) 

No Concerted Strategy Exists 

- Futurity (3), Strategie 
consciousness (3) 

'Multiplexity (2), and 
Product-market 
Innovation (2) are 

. low 

* These scanning deficiencies may, for some firms» not ba aIl that severe. 
It is mainly the lack of controls and the cumbersome communication system 
which can be most hazardous -in the more heterogeneous firma. . 
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Discussion 

The Changing-envlronment 

As wlth other failure archetypes, the ~nvironment presents the comi 

with a rea1 chatlenge, one which the firm is not equal too Incr~ases in 

the rate of product-market innovation by competitors, the emergence of 
• new production technologies, the diversity amongst sectors of the 

environment, and increaslng hostility from gove~nment, competitors, 

suppliers,'and so forth, each serve to complic~te the adaptive task of 

the firm. 

Jersey. Standard: 

.00 éonditions!h the oi1 ~si~ess are changing 
rapidly, and fr~quently not for the better. 
At home; the political climate has turned 
disturbingly hostile '0' [abroad, foreign 
governments are imposing severe \rative 
restrictions] • .. 
Berenschot: 

"0 within Rolland, competition in the management 
consulting market has become much more intense o •• 
p. 3. The political' situation in the Netherlands . 

-ls currently'very uncertain •.• the nature of the 
markets has changed o •• Dutch companies need more 
advice in areas such as marketing and corporate 
strategy and Berenschothas not the people to deal 
with thes~ areas. p. 13 

pà~ Am: 
, 

••• co~ts are soaring and revenue growth [is] 
'slowing down •••. [while] long-tenu debt has 
risen by a1most fifty percent.. p. 79 

Société Génerale: 
~ 

/ La Générale ls now in a debilitated state 
• [due to] con~~lization of the assets of [its] 

major African'property ••• its steel mille [are] 
harassed by world~ide Qvercapacity ••• and the 
Common Market has exposed o~e after another ,of 
la G~nérale's manufacturing affiliates to the 
brunt of unaccustomed'competition' 00. p. 100 

~ , 

Itl addition to such changes in dynam1sm and ho~tility, the levels of 

·heterogeneity have also increased. Ove;r the years. the firme have entered 

new markets and the environment bas become q~i.te diverse. 

,', , """ ....... --1 ... _...-~ .. .:t.,. .. _--t:::-~--
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• 
Allia Chalmers: 

••• the diversity of the company' s product lines 
actually seems ta be a dlaadvantage in some of its 

,best lines ••• [where] it competes with specialists 
[who have) larger volume and lower costs. p. 157 

Société Générale:' 

••• Des~tibing La Générale:o one Brus~els banker 
says, on1y a shade hyperbolica11y, 'lt owns a 
piece of just about everything'. p. 98· 

î 

Two essential problems emanate from the traIV'formation in the 

environment. The first 1s that the firm geems not to have rea1ized the 

need ta 'ad~pt its administrative practices to the new cond'ition~. 

The previously stable setting has apparentl~ caused managerial 

complacency. The second problem is that ~/ administrative task h~S 

changed in discontinuous fashion and has become much ~ore complex so that 

even a firm which is alert wou1d be amply challenged. 

Outdated ContraIs 

The intelligence variables 40 not seem to figure aIl that prominent1y 

in expla1ning the firm's demise. There"is little explicit evidence to 

point out inadequacies in the scanning process. Perhaps however the 

relattvely primitive contraIs and communication'systems ailow the firm to 
~ - c 

become more fragmented and dis1ntegrated in its orientations. This is 

particularly true for the more diversified and heterogeneous firma where 

there ls often a pressing need to control and ensure the harmony of the 

operations of subsidiaries o~ divisions. 

Allis Chalmers: 

Allis Chalmers ~ecame a cong1omerate before 
the sophisticated techniques for managlng such 
diverse and far flung enterprises evolved, and 
for years ,it failed to come to grips with that 
facto p. 157 

Société Générale: 

With the company's contlnuing presence in more 
and more industries, it. became difficult ••• to li 
keep track of "them a11. p. 102. La Générale' B 

management group ••• has nobody loqking over Its 
shou1der. The eleven men [1n charge of the various 
,divisions] serve both as management and as the board 
of directors. p. -138 
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, / 

There is some reluctance on the part of martagers to address 

important operating matters. Many execut'1ves Bssume a rather lofty 

perhaps because of their unfamiliarity with thè fundamenta6 products 

and markets of the company, or maybe~ecause the .administrative task 

pressu~es have grown so much tha~ there ia little time ta devote to 
" 

most problems. 

Pan Am: 

" Halaby's preoccupation with a'merger or 
some form of assistance from Washington bas 
been frequently criticized as a diversion of 
his attention from Pan Am' 8 difficult internaI 
problems. p. 146 •••• Five of Pan Am's top 
six executives have relatively limited airline 
experience - or none at aIl. p~ 142 

role, 

It is hypothesized that the poor intelligence effort may have been 
• 

both cau8ed by, and wàs itself rhe cause of, diffuse corporate leadership. . , 

Inadequate intelligence may have disguised mAny of the problems whiéh 

needed attention and thus made the need for more dec:lsive leadership 

les8 apparent. On the other band, problems ,in internaI communieat;;1ons' 

and control might have been due to the absence of a leader who WOu Id 

take charge of these func tion~. 

Fragm~~.h1P 
There exra:s no strong leader ta guide the firm .and to formula te 10ng . 

range strategies. Authority to maké -Strategy often tends ta be vested :ln 

a nU1nber of lower }evel executives who set almost independently of ~ne 

another :ln rurtning their -div.iaions or departments. Top executives tend 
(., '. 

to pisy more of a figùrehead role and often abstain from actively Ieading 

the company. Strategie and routine deeisions are the'domain of operating 

managers. 

Jér~y Standard: 

Baidér ~ss plainly an extreœe adherent'of 
decentralizat10n. He once toid an interviewer 
''lf 1 ask a questiO\l, l'd rather the éontact 
director ~aid, '1 don't know.but l'll,find out' • 
If ,he 1cnows, hers following the situation ,toÇ) 

closely.' '. 01' ,~ , <:;, 
l) II 
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neren8~ot: 

The five division managers operated quite 
indetendently df the Board .•• [tQis] method 
of. dIferation 18 neces8ary s e the Board does 
not dictate a clear policy. her ivision 
direc tor had similar thoughts. ' av.e. always . , 
fQllowed the polUy to act in internaI activitles 
as' i. there wer~ Rot any poJ,.icies from the top.' 
p. II-S .. 

l> 

\ 

It seems that the excessive autonomy qf lower levels created by the 

v.acuum :Ln lead~rshi~ reads to a' poorly coordina ted, llmp-roperly Integra ted, 

strategy making effort. 

Pan Am: 

There i9 a'tendency.for wàlls "to be e~ect~d 
[between functional areas] .•• a lot of things 
fail between the cracks. p. 142 

Société Générale: 

Rach direCt:or [of the management board] focussed 
his atté~t'ion on his ·own [and on1y his own1 
indnstry, and rarely saw reason to divert assets 
under h~s command into an entire1y different 
[though more profitable] business fwhich might 
event~lly be run by someone eIse]. p. 102 

, , 
The tendèncy towards âisjo~nted, uncoordinated strategy~ng was 

especia11y -pronounced in firms which had a high de~ree of organizational 

differentiation. Bere sub-units had very different goal and task 

~ent~t~on~ and, had a pr~CliVi~y to go off in different di'rect~on8_ 
6ften causing itltra-organizational conflict in the process. 

Two important strategy making cAaracteristics appear to have resulted 

from these organ1zational orientations: the absence of a clear and 
, 

./ 

concérted strategy. and the ... adoption of a rather conservative deciston'makirtg .. 
stfnce. We shall ciiscuss each of these characteristics in turn • 

1 

Th~ Absence of a Concerted Strategy 
. 

F3 finqs seem for the most part to be drifting quite aimle-ssly. There 

iB, no évidence of explicit product-market strategies which are accept~d by 

_ . the majority of ,exec;utives • 

'horizons. TJtey don' t seem 

Decision makers appear to have s~~rt-time 

to worry much about.the ~ng-term·impact of 
, ) /~ 

.0 
'-- . , 
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their declslons. Also t ' they consider basically only factors of the mome~t 

or those attributes related to their Immediate area of, specialization 

in making 'àecisions. This results in the l!ow multiplexity scores. 

Pan Am: 

Pan Am's lower echelon were badly infected 
with a feeling that the company was difting 
with no clear plan of action. p. 146 

Al1ia Chalm4!rs: 

Stevenson's [the chief exec's} view of 
management still remaina largèly passive. An 
associate once heard him compa~e Allis-Chalmers 
to a log floating down a stream, which is the 
economy, and its executives to ants trying to 
cling to that lo~. P" 157 

Conserva tism and Sluggishness" 

\ 

One of the Most prominent attributes of firms in the F3 archetype 

is the degree of conservatism of the management. There is precious little 

risk taking or innovation and decisions are Most likely to be reactive 

rather than proactive. o Mànagement have be:n'wi~h the firm, as a rule, 

for ~epgthy periods of timè and a host of traditions, polieies and 

regulations seem to have grown up to'restrict the.latitude for original 

thinking. 

According to the JllPer of Berensehot: 

1 ha!t:Dot '" a~pted to win new markets 
for, e, firm or ta lead the ~eve1opment of 
new p aucts ••• p. II-S •••• The next 
Chairman shouid have a broader role than 1 
have had. p! 11-6. 

Société Générale: 

[Société Gêné~ale'was) made rigid by tradition 
and hobbled by a~peculiar st~~ture ro~ted in the 
19th èentury. p. 100. [The firm. accoiding to 
the Belgian government] has failed to màv4e with 
the times ••• 'the group rarely abandoned its 
original interests. p. 102 

Jersey Standard: / 

[Jersey StandaTd's) size and eomp1exity make it ~ 
formidable to guide at aIl; altering its eours~ 
ragidly 18 ail but fmpo~8ible [says the CEO) 
'You ean' t mat, dra9t~e ehanges'. 
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Conclusion 

With an increasingly challenging environment, inadequate controls, 

diffuse leadership, and an unweildy tradition-bound corporate orientation, 

ii appear~, that strategy formulation is quite ineffective. 

No one seems to have the necessary power base or a sufficiently 

bold temperament to guide the firm decisivel~. As a result, the 

corporation seems to drift without any clear or informed sense of 

direâion; letting extern\l factors (competito! moves, the economy) 

largely determine its course. 

The 'Headless Giant' is in some respects similar to the 'Giant Under 

Fire' • In both arche types firms tend to be large, diversified. and 

decentralized. Also. the rate of change in th~ product-market scope tends 

ta be quite graduaI as companies adhere, more or less~ to their past 

strategies. The main differences between the two types are in the areas 

o~ coordination •. consciousness of strategy. and expertise relating to the 

environment. S3 firms have a reasonably explicit and weIl articulated 

strategy which serves as a sort of rallying point for different divisions. 

F3 appears to muddl~ t~rough and has no defined strategie orientation 
~ . 

wh~ch can be useful in coordinating the activities of divisions. What 
q," 

is mo~e, S3 firms have tried ta become aware of the important trends 

!n the external envir'onment and the executive group ia doing much to 

adapt to these trends. In contrast, F3 ~ompanies do Dot appear to devote 

much effort to understand or to stay relevant to their altering surroundings. 

. There are fewer concerted attempts at leadership. 

Relationships Suggested by Archetype F3 

Rapid changes in environmental dynamism, hèterogeneity. a~d hostility, 

particularly if they occur together, pose a very serious and ' 

threatening administrative challe~ge. Where previously tranquil 

sett~nga have lulled the fi~ into complacenoy, thé dangers are (~ 

especially severe. 

2. Little intelligence activity 18 condueted by firma which have recently 

been' and munificell~ ~n,vironmentB, no matter ho,w much thini: 

" " 
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Diffuse or indecisive leadership'may be both the cause and r~sult 

of Inadequate organizational intelligence. It may be the 'cause' 
\) 

wben the chief executive neglects to set up adequate scanning, ~ 

contPOls, and communication systems because he.has Inadequate 

power or expertise to do so. lt may be the 'result' of inadetpate 
• '") 1 

organizat10nal intelligence to the extent that there 1s no 

realizat~'of..- the pressing prob\)lems and the need for the1r . 
resolut10n through more effeétive leadership. 

4. The absence of an effective str~regy making body (or CEO) severely 

hampers the adaptive process of the organiz·ation. D1ffuse l~dership 

1s likely to result in ill-def1ned and ill-éonceived product-market 

strategies, an Inadequate ~nse of mission o~ direction for the firm, 

and a conservative, reactive;problem-focussed decision making process • 
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SWlMMING UPSTRF.AM - THE AFTERMATH 

, Semple Case Summaries • 
The Consolidated Edison Co. of New York is the nation's largest 

electric and gas utility. A conservative anâ often inept previous 

"management has left the firm with an extremely inefficient and costly-to-

maintain plant. It is very difficult to provide good s~rvice to cu&tome~s 

and their dissatisfaction with the company haà continued ta grow., Management" 

recogni~es that something must be èone, yet their performance io 'this 

respect has been poor. Limited resources and some managerial Incompetence 

have prevented many real improvements (March 1966 (1), September 1974 (2». 

For years the Franklin National Bank had been run by a venturesome 

entrepreneur wh~ knew precious litt1e about'banking. By the time of his 

'departure, the financia1 condition of Franklin was such that the new 

management ~as motivated ~o undektake a concerted sa1vage operation. 

Unfortunately however things·did not g~ smo~thly as the ma?agement's 

inexperi~né~, aggressiveness, and plain care1essn~ss~ coupled with the 

already d:f.smal state of the.Bank"s'assets, caused the firm to go into . . ' 

receivership (October 19)4').. '\ 
,0 ~ ~ , a 

A similar. but 1ess disastrous scenario unfo-lded as a new management 
, , -

took control of Wheeling Steel. The firm had be~nbadly neglected and had 

beCOUle run down. .l'l\e cas~ d"e·scribes the difficu1.ties encountered in 
.- ' ,. . 

attempting to bring about a turnaround (Ju1y 1967). Fina11y, the Sealed 
1 " 

Fresh Company had for years'been undercapita1ized. It dealt in the' fi, ,r 

d,!ind1ing fresh orange juice market which was under severe fire from" 
, . ' 

frozen juice companies. The difficult predicament of ~he firm'and the 
" very thin layer of managerial talent wès makirig it tough to return 

to profitability (1962). • 

Essent~l Features 
, ~ 

The firms in this aréhetype have to _labour unde;r a very serious' 
# 

disadvantage. Previous product-market strategies have proved to be extreme!y 
~ C> , • 0 

W'eak and bave bad1y eroded the resources of. the firm. The en'l'iÎ'onment bas 

StratelY making power la quite 

1 

.' 
" 
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centralized in the bands of the top executive9 (5) ilnd these ~divfdualsl 

often frantically, attempt to éQlve the problems ~f the company., The 

strategies are not always backed by a very sound analytic~l effort; and 

managers, seem to be quite ignorant of some of the 'N"itical environmental 

forces. Trial ~nd error problem solving characterizes the atrategy making 

mode, but this fs sometimes 1nterrupted by the hast y decision to pursue 

a new 'opportunity'. 

. llyPothesized Causai Links 

Figure 5-7 shows a diagrain of the hy~thes:lzed ca";,sai forces which 

cbaracterize the ar~hetype. We "review the relationships ·in ,this section. 1 

The firms have been 'saddled with the ill-effects of a previous product

market, production, br finance" strategy which was extremely poor. Inellt 

past management has resulted in there being severe shortages in some of 

the resources c"ritical ta the firm's operations. There 1s often a dearth . " 

of fu?ds, dwindling or dying market"s, producti,on faellities which are in a 

very bad state of repair, and sa forth. Ta compound the hardships fàcing 

the codpany, the environment bas become more difficult to cope with. 

Inèreases in the leveis of c9mpetition and greater uncertainties in 

economic conditions place th, firm in an environmen't: with which it is _ 

unacqôainted. Previous stab~lity occasioned little need for inve8tigati~ 
and deliherative problem solving activity and many firma continue to pay 

inadequate attention to this function :l.n spite of its greater -urgency • 
.? ,. 

As it ~ppens, strategy mak1ng authority ~s concentrated in the bands 

of an oftén autocratie leader. There seems to be insufficient consultation 
~ , 

and di&cussion' in decision making. On many occasions, tbe top man calls 
, ( . 

the abots ithout making enough inqU'iries an~ "investigations beforehand .. 

the ~trategy making attributes seem to follow quite'naturally'from 
< • t 

t~e.e en ironmental and, organi.zationai parameters. ,The two mQat prominent 

strategy king traits àre tb.e bold a~Jion or~entation of the fi~ 's'nd th~ 

baphazard nature of the decisions made. We abal1 Cliseuss each of these, 

features in turn~ '7' ,~ '0# 

'Top ma~gers do reeognize the need for ,action. There are ~latàntly 

obvious difficulties plaguing the organization and there is absolutely no 

'doubt in the minda of most' manàgers t~ there ;ls an urgent need ta do 

, ,1 
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(~ 
n FIGURE 5-7 ' ,SWIMMING UPS';OŒAM 

L 
There has been 4 goor ~ast strateSî (2) The ~nvironme9;t: has 

- e.g. weakness ~n product~r~et 
.... bécome more !l6stile (4 to 6) 

., 
and êlynamic (3 ta. 5) scope, production methods, etc. . , 

~ l 
There 1a .!!ll!e 
Eerceived need for 

.:..} intelligence 
act1vity • .., - - 8canning 3, 

- - 1 controls 2, 
communica tion l , 

-
t , , 

r-- There ls a ahortage of • resources (1) StrateSî making Eower 
i.s cehtralized (6) -
of ten in the hands of -.. '. an 8utocrat 

" 
1 \ 

,IJ \1/ 
1 i 1 

The need for dec1s1ve action to alleviate Etbblems 1s recogn1zed. 
Because power is centralized and problems are dramatit, fairly 
proactive (5), risky (5)., and innovative (5) actions are .. 
attempted. 

,~' , 
" 7 - .-

" - ~J Decisions tend however to be of an imEulsi.ve varietî in the 'sense 
Çhat tbey are poorly integrated (2) or d1s"jolnted, and not very 
adaptive (3) to external needs. Analysis -(Xl)· and futurity (3) . 
aIso tend to be relatively low • 
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to do something. Problems have reached erisis proportions as a resu1t of 

the ineffective past strategies and praetices, the increasing1y demanding 

environment,.and the depleted store of resources. Because power is 

centralized, it is easi1y mobilized and ean be harnessed for action. 

The leader who reccgnizes tHat something must be done has the power to 

do it. The urgency of the situation and the temperament of the managers 

causes actions to be bo~d. risky and decisive. 

Unfortunately, actions are a1so often ill considered and impulsive. 

The lack of co~su1tati?n and the i~appropriate investigative aetivity induce 

decisions to be rather. ma1adaptive. Many key realities are ignored. actions 

tend to be disjointed. the analysis of the situation can be sloppy. and 

the emphasis is very much on short-term solutions. 

\. Discussion 
. .) ( 

A Troubled History 

Firms in the F
4 

archetype are swimming upstream beeause they are forced 

to do so as a result of earlier strategie blunders. Mistakes made in the 

past have placed the se companies in quite a comp)omised position. 

Wheeling Steel: 

Wheellng has many serious objective problems .•. 
that had accumulated over years of unimagipative 
m.\t.nagemen~ p. 106 ..• [It] has gained a 
reputaëi6n for substandard. non-competitive 
de1ivery and qua1ity of product. and by so doing 
lt has 10st business. p. 109 

Sea1ed Fresh: 

~he former president, who had a reputation for 
being a very competent' salesman, had -demonstrated 
1ittle finaneial and organizational ability ••• 
The sizeable operating losses whieh the former 
management ~neurred resulted in part from heavy 
9Verhead and the laek of finaneiai contraIs. 
[The result>waa extreme indebtedness and the 
accompanying finaneial strietures]. pp. 355-~ 

••• [poor service and Inadequate distribution 
strategies] had ruined the store market. The, 
consumers and the grocery trade has lost 
confidence in the product. p. 368 
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Franklin Nadonal Bank: 

Roth started it aIl by making a lot of risky 
loans. When the loans went bad, Roth turned 
to bonds. _When the bonds fell in value, they 
could not be sold because of the loan lasses. 
And so the bank ended up trapped with a wad 
of low-yielding assets that had ta be financed 
with pro~~ssively higher eost~oney. p. 227. 
[These conditions led ta Fraklin Nationa1 Bank's 
last desperate gamble on foreign exchange and 
the firm's eventual bankruptcy)'. 

Depleted Resources 

These sorts of strategie failures have hurt the F
4 

companies very badly. 

They have led ta depleted resources, dwindling markets, inefficient 

facilities and the like. 

Wheeling Steel: 

Consultants concluded that 'Wheeling was far 
behind the steel industry in terms of modern 
facilitiès, operating ef~iciency, quality of 
products, costa and personnel utilization and 
practices.' p. 105 

Sealed Fresh: , 
Yet again and again we have consciously ehosen 
courses of action which have had long-term 
detrimental effects to achieve short-term 
advantages. We have done sa because at the time 
our resources were sa thin that we could not hçive 
taken the short-term <J,isadvantages ànd survived as 
a c'orporation! p. 354 

Con·Ed (1): 

Despite the company' s massive construction program, 
about hal! of its capacity 1s in inefficient plant, 
som~ of it ha If a century old, that swallow8 up 
cash simp,ly for maintenance. p. 125 

Con ~ (2): 

About 90% of the company' s elee tricâl load is 
distributed underground ••• and this enormously 
Increases the 'Cost of maintenance and repair., 
p. 174 
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Environmental Hostilitv 

Part1y because of the previous mistakes of the firm, and'partly due 

to independent forces, the env:Lronment has become le'ss receptive. 

lnadequat:e proauction, finance and product-market ,strategies have caused 

hardships including pressures from creditors, lawsuits, disloyalty from 

customerB, and the like. ln addition, there are some independent 

external inf~uences which have made the environment more challenging. 

Sealed Fresh: 

Thé chilled orange juice ir.ustry •.. has 
passed the stage tn i ta gr th curve when 
the demand was skyrocketin , and it hàs now 
appeared to levd off. p 360 

Con E~ (2): 

Acce1erating inflation has brought mounting 
interest rates' and construction costs and 
difficulty in se11ing bonds. At the same time, 
regulatory agencies have been slow in providing 
rate relief. p. 171 

Low Lev~~ of~Industry Expertise and High Centralization 

Power tends to be tigh~ly concentrated in the bands of one or two 

k~y indiv:Ldua1s of the firm. Thes~ men seem to make ~11 the most important 

decisions. This proves to be dangerous because it reduces the amount of 

information and knowledge brought to bear 'on the resolutiott of key . 
issues (which have become more complex and pressing with the evolving . 
trends in- the external enviromnent). T)1e flrm ia not used ,to doing 

\ 

problem solving and intelligence work. Top decision makers tend to decide 
\ . 

tb:lngs in isolation - w:Lthout consult:Lng other managers at lower levels 
. 

• who might possess relevant knowledge and 

of power fntral:LZation and the~ provide 

expertise. We present evidence 

examples of related intelligence 

blunders. ( . 

I~ 

·Frank1in National Bank: 

The bank was headed ••• by Arthur 'Roth, a 
hard-driving'autoerat whosé favor~te homily 
i8 'eyery organization :ts bût .the shadow of . 
otiè man'. Roth can Franklin as a one man show, 
surrounding himself with malleable subordinates 
who had no particulax: aptitude for banking. p. 120 
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Wheeling Steel: 

[At Wheeling, Norton Simon was/maj,ority ) 
shareholder, and Bob Morris, . the man he--./ 
appoirited.president, held virtually ~ii the 
power. R~ Morris:] He ia a direct, 
forcefûl, confident executive, wi~h a brisk -
even impatient - manner. [Others say:] 'The 
guy ••• was ready to tell us what to do. He 
didn't' take any time before he starte~ 
dictating.' p. 107 -

Because of such centra1ization and the f~ilure of top deci8i~n makers 

to consult more frequently with persons who might have important 

information, top executives tend to ~ke uninformed decisions. 

,Franklin National Bank: 

[To resolve its problems] the bank could have 
, raised its rates on ita maturing 'assets to 

competitive levels; alternatively, it could have 
turned away the business. Eventually, Franklin 
did some of each, but not soon enough to raise 
earnings. p. 224 ••• Franklin's managers didn't 
know how to run a big-league bank. p., 118. 
The plain fact·is that Franklth could not man4ge 
the spread between the yield Ob loans and bonds 
a~d the cost of investible furtds, personnel and 
occupancy. p. 120 

Sealed Fresh: 

[After a much belated consulting study, the 
,President of Sealed Fresh] admit~ed that he was 
8urprised at the 8mall population base for 
consumption of chilled orange juice ,[his major 
product]. Also, the high turnover among people 
who tried chilled orange juice and then ",ent out 
of the market dlsturbed him. p. 362 

Wheeling Steel: 

By industry standards [Wheeling] was still short 
of meno wlth steel experience. Only five of the 
top fourteen executlves had any background in the 
business. p. 133 

• 

, 
~. .., .L '~. The repercussions of tltese 0rgani~ational_charact.eristics on the mode 

of strategy formulation appear to be quite intriguing. There a~e basically 

two major features which describe the strategies and strategy-making 

behavior of F
4 

firms. These are the fairly bol~ and risky action orientatton 

asstmled by strateglsts, and the seemingly haphazard and impulsiv~ nature 

of the decisions made. ~, 
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Men of Ac tion 

F
4 

companies do not appear to hesitate to a~t to resolve their 

considerable difficulties. There 18 a pressing incentive p~sed by the 
, ~ ,..,.. 

manifold and urgent problems which face 'the firm as a result of past 

misguided strategies. Also, there 18 sufficiént power vested in the few 
1 I? • • ~ 

men, who do have the incentive to act. They seem free of most damping 

encumberances. The resul~ i8 action, sometimes opportunistic, often 

rem.edial, usually both st once. 

, Sea1ed Fresh: 
" f 

[In spite of much indebtedness, Sealed'Fresh 
acquired more companies). Management was . 
constant1y 100king around for other companies 
with re1ated product lines with which to merge. 
'Our financ1al position', said Mr. Dra~e, 
lis such that we cannot at the present time buy 
any good successful company. We have to search 
for 'sick' companies'. 'pp. 360-1 

Franklin National Bank: 

Beginning in the four th quarter of 1973, Franklin 
began gambiing heavily in the bond ma~ket ••• 
WeIl aware ~f 'the bank's precarious operating 
position, ShaddicR redoubled his efforts to make 
extraordinary ~ains in foreign exchange. p. 225 

Wheelin~ SteeL: . ~ 

Morris was detenllined last ear to top the' 
production r~ord establis ed by Wheeling back 

, in 1941. (This was attempted under severely 
adverSe conditions]. p. l~9 

Managers'i~'4 firms réact ta uncert~inty by going after more 

uncertainty. 'Instead of attemptirtg ta cons9lidate the position of the 

cotporat1on~ they become expansive and ambitio4s, usua11y to the detriment 
, 0_ .. 

of tbe sharebolders., 

Blind Impulse 

Decision makers tend not ta be d,eliberative or analrtical. They seem 

to act according to impuls~, often ig~oring impprtant realities of the 
, 0 

situation. The emphasis is usually on abort-run gains. Not infr~quent1y, 

deciaions ~ae by top exeoutives are unrelated - that is they are almos~ 
III 
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, 
never mutua11y reinforcing and sometimes Interfere or are at cross 

purposes. \le be1ieve the reasons for such behâyior to be the Inadequate 

intelligence efforts o~ the firm and the autoc/atic dispositi~f its . 
leaders. The absence of relevant perspectives and the neg1ect by top • . 
1eve1 people to obtain a number of points of view before mak~ng a 

-.; 

decision allow actions' to be quite off base. 

Franklin National Bank: 

••• no U.S. bank specu1ated [in foreign ~xchange] 
as heavily as did Franklin. Most banks can make 
money in less risky ways. p. 118 

Sealed Fr~sh bought a very unprofitab1e subsidiary which drained ~he 

firm of cash; Whee1ing insta11ed new faci1ities which,did much to increase , ...., 
costs and scrappage and a1ienate Many clients; and so it goes: Apparently, 

impulsive, i11-~nsidered moves continue to weaken the firms. 

Cons lus ion 

Past strategies have proven manifest1y unsuccessfu1 and ha~e begun 

to deplete the resources of the firme A'formeF1y p1~cid e~vironment has 
~ ~ done 1ittle to hone the prob1em solving practices emp10yed. Power 

centralization has not helped ~rganizational intelligence and both of 
~ 

these attributes seem to have led to uninformed and impu~sive decision 

making. The severity of organizational prob1ems coupled with a narrowly 

dispersed power distribution h~ve induced ~op managers to make bold ~nd 

decisive moves to solve problems • 

.. 
('BelationshiP8 SUgge8t~d by Archetype F4 

, . 
1.' Detrimenta1 past strategies ,rob the firm of its vitality and make 

it very difficult for new ma~agement to be successful. Ther~ are a 

grea t many things. wong. 
oC 

, 
2. Under these conditions, resources ar~ scarce and the need for act~on 

3. 

be~omes apparent and pressing. Power centralization a110ws bald 

moves to take place. 

Yet, such moves are often inappropriate and poorly consid~red because 

the intelligence system is undeveloped, and°bec8Use autocratie managers 

fa~ to CQn8U~ informed members of the organization. 
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INTRODUCTION 

While Qur focus in this dissertat~on la on the common states wh1ch 

characterize the environmental, organ!zational, and strategy making style 
, . 

attributes at a given Eoint in time, it i8 also important to look at 

~ ~nterarehetype transiatons wq1ch f1rm4 follow over tfme. ~trictly 

speaking, this is beyond our scope ~si'nce.few data were gathered which were 

relevant to this topie. Our 81 cases did however encompass 12 firme which 
o 

were analyzed at ~ different points, in time. 'We shall briefly'diseuss 

these, drawing aom.e Y!!I. tentative hypothes~s on t;:he' natute of interarehet:n,e 
• CI Co 1 

transitions. The second and third parts of the chapter gènerate hypotheses 

wh:l.ch ~o "beyond those suggested by the data. ' 

• / 

FINDINGS FROM OUR DATA ,1 

1 < 

The No-Transition Firms 

Four compan:i.es that were analyzed at different points of time remained 
, 

classified in the same archetype. Two of these were F
4 

firms whicb, due to 

severe resouree shortages, a very hostile env1ronment, and an inability to 

obtain manager1al talents could not turn themselves around., One comp8'ny, 

Franklin National nfhk, wen,t inta receive~ship. The other, .consolidated . . 
Edison"continued to operate with its inadeq~te equipment and sQmewhat 

outmoded methods of operation, thanks largely to government authorized 
- . 

rate toosts. Indeed the F
4 

arche type appeared ta be sOmethi~Q'of a 

,\ 
terminal state. Long and devastatlng periods of mismanagement 'have 1eft· . \ 
the firme vith very few strengths that eould be used i.n a turnaround. 

~ , ~ 

The two succeesful firms which remained in the same archetype over tilDe 

were Burlin~ton Industries and Control Data. 'Burlington was lan SlA firm 

·w1\ich had performed verY we1l in1tially under a, very po eylu'l lea~ér •. Upon 

,th'è death' of this individusl, j:here appeaf'ed a number p new upper echelon 

'executives who had C1imb~ upwards in th~ f1~ a~ 8/fesu1 of thélr past 1 

'success in running major dl~.oQions •.. The firm .... had taken c' e 'to deve10p a / 
\ ~ 1 

c0!-'Ps of fine managers and sùecession w~s not muçh of a roblp. Also,' -_ / 

B~1ington vas wel1 managed. in eXcellent fl~nç~al shap and was 

," 

'. ' 
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continuously adapting to the enviro~nt. 
, Q 

Feilc~nges in structure or 

strategy making were necessary, particularly given the relatively enduring 

state of the environment. The unchangin-g status of Control Data' s situation-
" . . 

May he attributed to the 'continued dominance of the firm's founder-president 

and the long-standing, presence of IBM as the major competitor. Control 

Data's market structure and leadership remained the same and thus it if;! not 
, 

surprising that most other things d~d as weIl. ' 
o 

The Sùccess-to-Success Fi~ 

Dupont W?S t'he one successful firm in our sample which both remained 

su~cé8sful and changed archetypes. The firm over 15 years went' from an SI ,- B 
to an S3 éompany. The main reasonsfor the change appeared to De increaàed 

~e~iro~ental,hostllity and the growth and diversificatiqn of th~ firme -

,The a~ce~erating relative strength of com~etitois appeared to result in more 

ol an inc~ental approach to 'strategy making - there'wa~ a little more 
1 •. \ ' conservatism and some apparent h~sitation to ma~ bold mo~es. Also, increased 

environm~ntal heterogeneity and divisional~$~tion might.have caused strategies 

to b~ less integrated and more piecemeal icn" nature. The 1arger size of the 

firan mey a1so have contributed to such an orientation.-

The Failure-to-Failure Firms 

,Wheeling Steel wen~ irom archetype F2 to arl::hetype Fit •. This 'terminal 

state' was, re4ched after a bout of very long-standing cQnservaÙsm and ' " 
.fi' " 

administrative sloppiness. A new management took ovèr Wheeling, Steel after 
• ... • 1 1 

industrialist Norton Simo~ se~zed control of the co'mpany:' Alre~rY in a badly 

di~apidatea state, the firm benefitted l~ttle trom the s~1~aging attempts of 

an executive team which w~s not in t~e least famiiiar with the industry. 

The attempted turnaround went sour largely because,of the al~eady badly 

aamaged reputation of the firm, the poo~ state of the plant and equ1pment, 

and the Inexperience :{)f the new managers. 
~ 

Volkswagen went from a rather 
, , 

.. " 

d~o~ganrzea and confused FI company under Kurt Lotz to a more purposive and 
~4, .. 1 • 

fn,egrated firm (outlier) under Rudolf Leid~ng: Leiding was in the midst of 

. an" attempt to consolida te v'olkswag~n' s operations and .:to rationafize the 
( ) .' . or '0 J'p~o;ùct market strategy after Lotz h~d. embarked upon a s\1rfeit of ~sdi~c::te~ __ _ 

and~1sky model developmen; projects. Perh~ps Volkswagen remained 

." unàuccessful be,cause the' turnaround was still in mid-~tream. 

)1 
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The Turnarounds: Failure-to-Success 

There is one particularly interesting fact about firms which have 

recovered. They aIl came from the P2 arcbetype. It may be that P2 companies .. 

experience the least sevère form of failure. (It may also be tbat these 
\ 

results are merely an artifact of tbe sampIe.) Neglecting to adapt to the 

environment due to excess conservatism doea not always cause'very much . 
damage to firms. This is provided that t,he situation has not existed for a 

very long time. International Paper became more successful when a new leader 

began tQ enter more lucrative markets and abandoned some of the dysfunc~ional 
'" long-standing traditions. United Airlines aIs a benefited from a new leader 

who began to systematically identify and re,~olve problems in the firm, 

particularly those concerning labour relations and eus tomer service. Melville 

Shoe went from a staid, ~nadapti~e~rm bo one run by an aggressive, 

acquisitions-oriented manager who brought the firm'into the fapidly cpanging 

high-fashion market. The leadership bias of the Fortune casés may be 

responsible for tQe emphasis on the entry of new management as a stimulus 

for a turnaround. Unfortunately, case his'tories reveal li ttle in the way of 
, 

clues about structural or environmental changes which might also have been . ; . 
respons-ible for the improving lot of the corporation. ~de~~it-r~~ --------
seem as though new people nad" ta come in-~nge the stratégy making and 

s~ructural conditions of the firme This in turn often càused companies ta 
\ 

redefine their environments and pursue more lucrative market segments. 

Paths of Decline: Success-to-Failura • 

Just as firme which have recovered aU'stem t'rem the F2 archetype; thos~ 

which are in de cline have progressed 'downwards' from the 52 archetype. 

Berenscot and Caterpil1ar have'begun to experience serious difficulties. , . 
Th~ death of ,Berenscot's founder' 1eft the firm with a very major leadership 

gap. Ironically, the firm was populated with a very large number of • 
ma~gement consultants but had very few emp~yee~ who possessed managerial 

abilities. As a reault the e~pany began to drift ~ithout a c1ear strategy 
1 

and divisions rarely,did ~nteract on mattets,of mutual ·concern. The 
- ~'ff Catetpillar ~ractor Company had dominated its. market for sa long that it rfell 

as~eép. StronS comP~titl~n fr~ Am~rican and Japanese lirms was igno;ed ând .. " 
the firm failed to promptly tallor its 1ine of equipment to important 'changes 

-, 

.. 
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in the construction industry's needs. Apparent1y, the dominant firm is in . , 

danger of re1y1ng too muéh on a top executive and of becoming'comp1acent 

as a result of its past success. Figure 6-1 summarizes this section. 

SOMB GENERAL HYPOTHESES 

Because we have co11ected so 1Ut1e information on interarc.hetype 1 

transitions, our findings show only a sma11 number of plausible transition 1 

, 
- paths. In this section we genérate several other paths- which are be~ieved 1 

ta be most common amongst archetypes. We postu1a~ various events which 

can lead firms in our failure and succ~ssful arche~ypes to movê to different ,..,. 
o 

archetypes. lt is important to note that our discussion is based màlnly 

on intuition, and to a yery 1imited extent, on the findings discusaed in 

the previous section., Hopefully future researchers will find these 

hypotheses suffièient1y intriguing to embark upon further investigation. 
\ 

Su and S1B: The Adaptive Firms 

, 
The simi1arity between Su and SlB firms Besme to make several adjoining 

paths like1y •• For example, if the firm discovers that its competitors are 

making excellent progress'with new product 1ines, or if environmenta1 

dynamism or hostility inc~ases because of the rate of.technologies1 change, 

SlA firme may be tempted to adopt several devices whlch cause them to be 

much ~~Q SlB comp~nies. The sen~itive intelligence system of Su warns 

managers of the need to change and there might fo11ow an àttèmpt ta increase , 
efforts at product-market innovation, decentralization, delegation, and SQ. on'. 

Another possible trigger which could cause the movement to 8lB migpt be the 

~iscove~ that the firm has made an important error in dealing with ita 
'. ' 

environment. The failure of a new produei for exemple might cause the 

firm tq adopt more 'careful scann~ng a~d interna~ éommunication mechanisms. 

~ Just as error,might cause incr~ased alertness, extreme past success 
" 0 

migh~ induee the firm'~ become camplacent and to '~nstituti,onalize" the 
"-

leader "responsible" for ~e firm' è success. Jtapid growth in sales and 

profits and the dimiR1shing tbre~~ of e~petitors could causè strategi~8 

to beeome a bit rigid or even extr~eiy_rigid.; Ii.the former case SlA might 

»ecam~ S2' ,in the l~tter. ~f aecàmp~nded by a substantial lack o~ vigilance 
~~ t\].. "'\ ~ 

and consenatism arc1!etype B2 might be reached. • ~ 

, 
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~ 
Firms do not uaually remain the same size. They grpw and often diversify 

(Chandler, 1962; Channon, 1973). If theae tendencies ar~ pronounced and if 

the SlA firm is already subatantially large, arche type ~3 might be reached. 

1here ia a need to d~centralize a~ environmental he terogenei t y becomes 

greater and as the administrative task becomes more complexo 

Another path ~lso seems to be feasible. The èuccess pf the SlA firm 

might enhance th~ l~~er~~ power base. If, thiso individu~ has entrepreneuria1 

instin~s his increas~confidence may cause him to bo1dly enter new markets. 

by acqu~ring subsidiaries. This is ~robaPly most likely to happen in ' 

medium size4 companies where i~ i~ possible ror one executive t~ have , 

very major impact on the course of events, • 

. F(~gure 6-2A illuatrates the paths whtch we have just diacùased. We 

hypotheslzetthat the transitions shawn below the d ttJ& line o~ the figure .. 
also apply ta SlBo 

The Dominant Firm 

1 
ye noted in Chapter Four that the s~ firm has a very d~nant leader and 

tends to adher~ rather closely to ~ts,~rèvious strategies. T?e intelligençe 

system la relatiyely unimpressive whenc~pareci ta other'succ.essful 
, ~ 

archetypes. As was the case'for SlA' ~2 can be shaken up by soma forceful 

event in the environment which catches the firm-by surprise. For 52 companies, 
, . 

such an event may have to be more pronoUbce~ an~ more blatan~ than for 5lA 
!~J:1Il~ because of , the 1ifference.8 in the i~telligence system. For example, 

li. major product line d:Lght encoun~,er marfted resistance from customers. The 

firm,' in awakening, ~ght recognize th~ need to change its strategies, tfack . .. ' ~. 

, the environmen~ more close1y, get 'new blood' to make more decisions, etc. 

In other words, 82 may move to SlA' ~Another possible impetUB' for t~e very 

same ~ans1.tion might be the departure of t~ominatin,g executive. This 

, could cause a reexamination 'of old strategies ~nd s6me decentralizatton of 

4uthority. Also, it,could'crea~e a severe le~dership gap, and, particuiariy ' 

~if the firm isosomewhat diversified, iead ~o the FJ archetype (e.g. Berenscot). 

9Ur own data incJicated another potential d~ger for firms..in the 82 , 

ar.chetype. Caterpillar, wtlich waê wedded for sa long to a success~ 

'&trategy, bee'ame' reluetant ta change •. The 10ng~un failure"to ad,!pt i~ of , 
cour~e reminiècent of the conservative Fa archetype. 

'-- . 
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Finally, 8
2 
fi~ can grow and divetsify. Their considerable strength 

in c~rtain ma~kets may lose·~ignificance as these markets become satur8ted~ 

There migbt then be' a great incent1ve to diversify and move toward the 53 

archetype". Notice that we do .!!2! hypothes:f:ze a frequent path to the S4 

c0nglomerate. The Urm' s preeminence is not likèly to provide much 

1ncentive for diversification until market maturity 1s threatened. By 

~bat time the'flrm le usually far too large ta be very entrepreneurlal. 

Flgure 6-2B illuetrates theee relatlonships. 

83 : The Gl~t Under lire 

Flrms ,rarely eeem to ehrj,nk o:r>becOt!le simpler as Ume passes. The 

tendency le instead toward growth and diversification. Once a firm bas 

become very large, and relatively div~~--siÜed." there do not seem ta be many 
1 • 

likely paths to other ($imFler; smaller)rsuccessf.~'archetypes. There do es 

-~ortunately appear ta be a 'natural' failurè arche type wbich could be 

reached by at least three paths. If leadership-becomes weak (or if divisions 

~~ ~verly autonomo\1s) ,/if 'the firm ~eginS tp neglect a top 'level focus ori 

overalrlJtrategy, or if int~rdivisional conflict becomes tao great. S3 may 

be on,the ro~o F3' Recall that the He:dles8 G~ant's main problems are 

the lack o~ leade ship and the absenc~ of an integrated and weIl coordinated .. 
stratègy. It" 'm..ddl through' to use Lindblom' s (1968) phrase. 

~:, The Erttreprene,rial Cong ~te 
1 \ < 

l' 
• t Entrepren~urs ~ho ~re for the most part quite acquisition-mindéd control 

, 

84 firms-. If tht\se lindividuals discriminate carefully amongst the:L~cquisitions 
1 . " 

.. 

and consolida te operations fr~ time to time ~ avoid overextendins resources, 

the<fi~' o~e daY/1Iiight becole a member of th~S3 archetype. Steady growth 

~ diversif~ationiwi~l requiré decentral1zation ~nd th" in t~rn may cause 

there to be' less-ofja proclivity towards risk-taking an4 Prdactiveness. 

'IJ. There appear' two major dangers which may prevent the graceful aging of 

the '$4 corporation:. ' ~ ~he one hand vi~1lanc~ may be relaxed in acqu~ring 

new .companiee and the firm might pick up 'some very s:lc~ or incong!:'\lous merger 

candidates. Overly rapid expansion m1ght overburden managers and cause 
, ' 

deterioration of the f:lrm's intelligence and analyt~cal efforts. These 
\ __ 1~"'~':"') 

évents deàcribe the pa th to F10 "',j~ 

~ D ,'1 :,1 ,:~ 
- '-; ~' 

~ ("'; ~.' 

, \' il-
~- \ \'f , 

.. ------~._._-, -1--- .. -

t 

• 
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Perhaps a somewhat more remote threat is a possible transition to F3' 

If the strong S4 leader disappears, he may not have left anyone suitable 

ta take aver. The already high leve1 of organiza,tiona1 differentiat10n 

may allow a number of distinct fiefdoms ta emerg~. and we are back to 

the 'muddling through' orientation. See Figure 6-2n. 

8
5

: The Innovators 

The S5 firms pursue a very carefully defined liche strategy - they 

operate 'between the cracks' of the markets of their more powerful 

competition. They a1so rely a great deal on the talents of the innovator 

and the entrepreneur of the firmw With continued success, 8
5 

might 

,. 

become SlA or SIS' That is, flrms"migh~ recognize the relatively frag~le 

position they are often in and attempt ta broaden thelr product-mar~et scope 

(perhaps diveraifying into other areas not dominated by the competition). 

Th~y may a1so, in the pracess, try ~o become more aware of the different 

types of problems and opportunities fn the environment and ta reduce their 

dependence on sa few people in the firm. The motivation ta change m1gbt '" 
, '<$, 

stem from an external ~hreat of sorne sort or a change in the managemen~. 

If the external threat Is severe and the power fuI competltors which 

were prevlously aperating on the periphery of the firm's markets decide to 
~ 

challenge the company head on, this could drive the firm to a failure 

archetype. As the firm Is inexperienced at diversification. it may try 

frantically to enter new markets to avoid competition, apd May display 

the sort of incompetence which Seem$ to characterize rI iirms. 

FI: The Impulsive Firms 

. . The F 1 firm finds itself with a monumental turnaround task. lt is 

usually a compiex a?d diversified organizatian which deals in a dynamic and 

hostile environment. Extreme power centralization and a defici~nt intelligence 

system also hinder the strategy making effort. If the leadeT (old or new) ia 

quiÉk to recognlze the plight of the firm before resources are tao badly 

depleted, it might be pOSSible to reach the S4 archetype (or S3 if the firm 

is very ~arge) by selling off poor acquisitions. working to build up an 
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FIGURE 6-2 HYPOTHESIZED INTERARCHETYPE TRANSITIONS: SUCCES8FUL FIRMS 
, ' 
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FIGURE 6-2 conUnued 
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.' 

adequate layer of middle managers, i.mproving or8ani~ational intelligence, 
1-

and consemng resou~ces by curtailing extreme risk-taking. This ia a 
~ 

tall c>rder and of ~ourse it might weIl be impossible to carry out. The 

temperament of the entrepreneur may also preclude th1s strategy. 

If a fit1!l 1s in an 'Fl state for a long time, thi~~\iS particularly 

dangerous. A progressive weakening of the company may make recovery 

possibilities remote. The untutored, inexperieneed manag~nt may not be 
1 

sufficientty astute to effect a turnaround and the feeble efforts in this 

direction which characterize the P4 firm may prevail. See Figure 6-3A. 

The Stagnan~ Bureaucracy 
/ 

( 
\ 
1 

Evidence contained in ç;ur sample indicates thllt: 'stagnant bureaucracies 

do have a good deal of recovery potential. Unlike in the case of the F 1 

archetype, resources are not squandered râpidly. on new products or unsound 

acquisitions. Firme may in fact be quite j'profit conscious" in the ' 

short-rune > Thys, we. have seen that a new leadership which recogUizes the, 

need for change can modify the prpduct-market and structural orientation of 

the firm and get ante the SlA path
l 
(th~ SlB path might a110 be possible but 

it is less likely sinee product innovation ia hardly the company's forte). 
~-

Another reason why the F 2 company might be e sier to turo around than thé 

FI firm is its relative homogeneity. Fl's ate di\ferentiated and diversified 

and the taek of running them ie much more camp ex. 

A second path from F2 to suceess lead~ to he S4 archetype. We have 

seen what hap'pened at Melville Shoe when an entrepreneur took over and 

redefined the corporate product-market scope ta include, many high fasion 

items besides shoes. Part of the strategy was to engage. in' a few 

acquisitions. 
-

, Needles8 t;o 8ay, recovery is by no meaim imminent for a11 F 2 f:Lrms. 

The protracted failure to 'a4apt may cause resources te become d~pleted. 

Inexperience in-chaDging the strategy an~'restructuring to meet new 

challenges may l.ead to the F
4 

or 'F
1 

conditioilS. FI will be favoured over 

F 4 if there ia an entrepreneuria1. att~pt to boldly diversify the Hrm to 

get out of trouble. F 4 will apply when rescrurcea are extra ècarce and 

inOt'emel\tal change ia ,attempted. See Figure 6-3B. 
r 
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F): The Readless Giant 
.. • 

As we mentioned in our discussion of the transition potentla1 of the . ~ 

.S3 archetype, once a firm gt'ows lat'~e and diverai'fied, 1t seldom seems ~o ' 

travel the other vay.' Thus It la ~d\l.ike~Y ~or _F) to move towards any other 

fallure arche type or to successfu1 arche types other than S)" Even tho~gh 

our emphasls on leadership has already become quite cloying in this Chapter, 

It ls once again hypothesized that this factor will serve as the major , 
impetus behind the transition. The emergence of a strong leader or executive 

team who can,coordinate the activities of d~isions and fo~~late a 

superordinate strategy appears to be what is needed to spur recovery in the 

F 3 firms. This is no~ to suggest that a strong body of top executivea i8 

aIl that la need.ed. Certainly ;l.ntegrative structural devices auc:h as 
, 

coordinative and planning bodie,s could also go a long way.in resolving the 

problem. The point however 18 that oo1y top level managers are likely to 

initiate these remedial measures. Divisional interests ma.y be too parochial 

to pérform this tas~. 

F 4 : Swimming Ups tream - The Af terma th' 

The F4 arcnetype ~as characterlzed as somet~lng of a termipal state and 

lt la difficult to envision many recovery posslbilities which could rescue 

member firms. A take-over by a company with ample l'eso,!rces (or by the 

g~vernment) may he the on~y way these fit'm8 can surv'iV'e. 

DRAWING CONCLUSIONS ABOUT TRANSITION PATHS 

We have all'eady stated that our discussion so far has been rather 

gratuitous. The lack of data on actual interarchetype transitions caused us 

to generate hypotheses that were based essentially upon intuition. Still it 

woüld be useful to indicate a sample method for squeezing some interesting ..' . findings out of data ~~ transitiona! sequences - even if we cannat very 

-r 

. , . 
,J 

, 

seriously entertain the findinss which were suggested in the previous section. 

Table 6-1 summal'izes our hypotb~ses on Interarchetyp~ transitions"_ lt 

\ pl'ovides very l'ough 8U1D11Ulry st.Ustics on the st~biÜ!y of the archetypes, 
l 

) the relative llkelihood of companies which move towards the archetype (INPUT) . ' 
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FIGURE 6-3 HYPOTBEflZP INTEBARCBETYPE TRANSITIONS: ,lAILytm FIBMS 
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coming frOlll faliure or success 'conditions, and,. the relative likelih~\ of \ 

companies which mave out of or away fram the' arèbetype (OUTPUT) ,moV1.t18 \ 

towarda f,.U,\e or .ucc.~s conditions • 

. 
Archetype Stab1l1ty , 

" 6 

In order to gauge the stability of each archetype we compared' th~ number . 
of input paths to the numbar of output paths. That is we counted the' number - ' 

of pat;.hs on Figures 6-2 and 6-3 which flowed into and out of each of our .. 
archetypes. Column 1 on Tabie 6-1 contaiuEJ the total n~l'er ~f inputs 

and Column 4 shows the total number of outputs. lt ls suggested ~t a 

very rough measure of stability is forthcoming sin~e if few paths lead 

towards an arche type and many le~d away from it, companies in said 

archetype may be unstable. "l'bat is tijey ~y be ~eaded soon towards another ~ , 
-
(Btate. Our measure here 18 extremely crude since the inf~owing paths may.of 

'course be much more intensely travelled than the outflowing paths. Sullsequent 

researchers vith better data must ~hen takè traff1e ~ather than merely the 

numbér of paths into aceo~nt. 
, ~ 

The Table shows fi3 to be the 

S to'be the least s\;ble. 'thiS 
2 *,_ 

most,stable of our arche types and 55 and 

fact was reflected in our hypotheses aS 

we noted that S3 had8beeome very large, 

Firms had built up tremendous 1"esources 

d1verslfied and welt established: 
~ .. . . 

and administrative aapaeities and 

it would take quite a severe blow ta dislodge these companies. Furtller 

growth 1s unlikely to change these eompanies materially sinee they are , 
aIready so large (and s1gnlficant shrinkage soe~ against the normal flow of 

corporate history). S5 companles vith their niche strategies were sbdwn to 
~ 0 

be subject to many destabillzing fàetors ineluding tougher competition and , 
the departure of a key individual iu the firm. S2 eompan1es had a tendeney 

either to grow or to fall, asleep. ' 

For fallure firme we note that F2 1s the least stable. The fi~" 
oÙ 

apparently bas chanc~8 to recover if stagnation has not: endured for' tao ~IJ§", , 

a period. On the other, hand if the damaging leve! of conserVatism cdtltinues >, . '; .... ~ ---

the F 4 etate may be reached. This appears to be the mo~t stable of the," ':;.' -

are~etypes as there seems to be no exit. Obviously ~tabili,ty for po 4 has a', 

special meaning - thex-e doee seem to be ~ way out bùt it may lead to 
D p 

bankruptcy rather than another arche~e • 
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TABLE 6-1 BYPOTHESIZED TRANSITIONAL PATHS - SUMMARY 

'. 

Input 

l' 2 3 
( 

(2+3) (from S's) (fram F's) 

1 

5 

3 

o 

3 

2 . 

3 

3 

.' 

2 

1 

3 

1 

2 

. 2 

3 

1 

1 

o 

2 

2 

o 

1 

o 

o ' 

2 

• 
Output 

4 5 6 7** 
FROM .(5+6) (ta S's) (ta prs) (1t 4) 

1 

3 

3 

2 

4 

1 

o 

4 

2 

o 

1 

1 

1 

2 

'1 

o 

"-

1 

2 

1 

2 

2 

• 1 

2 

o 

o 

.6 

.25 

5 

. I~ 

o 

1.5 . 
·5 . 

3 

o 
.5 .25 

o 1 

.66 CIl) 

2 2, 
. 

NIA 2 
... 

'.5 1 

o 1 

o 0 
• 
2 NIA 

( \J 

1\- SlA and SIB were hYP~'thesized ta ,have extremely s~ilar tran8it~onal properties • ., 
, ** A coefficient of < 1 ind~cates instability, one of > 1 indicates stability 

(vith 0 as maximum instability and eo:as maxi1num stability). 

~ A co~fficient of < 1 indicates that tLa archetype ia most like1y to be 
. reached from a Buccessful archetype; one of > 1 indicates that the 
archetype iB moat 1ikely ta be "reached from a fallure archetype. 

ft A coefficient of < 1 indicates tbat the arche type la most like1y to lead 
to a successful archetype; 'one of > 1 indicates that ~vi11 lik~ly lead 
ta a failure archetype. 
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Some researchers might be intétested to·chain together transitiortal steps 

to. c~~e up' w;,th theories of.'organizational. g~àwth and dev~pment which go 

beyond the ~ather simplistic 'product-life cycle' concept., We can post~ate 
• that the most stable arcQetypes are 'terminal points' and ~he Most volatile 

archetypes are 'starting pointe' in a time sequence. This is an '\ 

unrealistic assumption sinee obviously there ean be periode of stability ') 

alte91ating with those o~ flux. Nonethelese it is possible tfl string ; 

togetSher a number of development paths us:f..ng stability indices as one of 

the criteria for the temporal orderings. For example: 

Low 8 tabili ty High StabUity 
). 

growth: 

î 
Sample 
paths 

stagnation: 

"\ S 
~ 5 

time + 

• Archetype Lineage 
, } 

What. are the "backgrounds" of the firms whic:h one finds in any 
1 • • ' 1 

archetypé,? Wher'e have thesE! companies been at a previous time in the~1" 
\ '1 

history? 'Thëre ar~, of course, Many ways to categorize the p'revious sltates 

of firme ~hich are in a ~iveti archeJ:yp~. For ~he sll'ke of SimPliCit;, ~nd 
o' l' 1 

because' our data are so limited, we me1!"e1y look at the proportion of the 
. ~ 

'input paths' whieh stem from successfu1 archetypes (Column 3 divided by 

Column 2 on Table 6-1). Coefficients in Column 8 of 1ess than 1 indicate4 

that more of the firme in the archetype ;were previous1y in successful 

archetypes. Coefficients of greater than 1 indi~ate that Dlember fkms had 

been mainly in failure ~rche~ypes • 
• /l '-'. " 

. .A~parently, for sucs::essful archetype~" the Do!qinan~ ~irm, 8
2 

has been 

successful in ehe pasto This ie by no meaDS surpri~ing given its subtitle -. . 
Yesterday's Superstar. 1

- Dominance obvious~y cames from past success and 
1 .... • ... <! • 

resping the Idng-run benefits of prior str~tegies. In marked contrast, we 

.... 
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'. 
'i 

\-



r , 
i 

- 1 
. t 

t 

'00, -
'~""'V~~I ..... '1 ...... "t'>"'-1_~ ...... ~~~~"~~~ _.~.,.~ .... ,~~~ ..... ""'~._, _ ....... m".... .. ,.;'I~~· ... UM ..... _4/111!1 ... -"~" ... ""'''''',..,.''I'''<'':t-".._ ...... IJ_a,.'''l' •• ''''*.Wl!Il!I''.;,...~ .. iI!!l'JIII ...... i4 ... tl4.1~_"'i\"'~IIl!it.f'\'jMM",jJlltlr_~, 

c 

() 

, . 

-236-

9 
DDte tbat many 0": tbe S 4 linos may bave ..... ueee •• ful backgrou ·1 Tb",!e 

'might have bèen~turn&round s1tuatlons whlch were,triggered bY~nfUSiOn 
of new lead~hlp and/or the diversification out of stagnating markets. 

For failure companles've not,e that the ove~confidence which"is so 

characteristic ~f F1 entrepr~neurs has lts roo~often, in a glorious pasto 

So do the traditio~-b~und F2 ~ompanies and t~e iliuddling-throug~F3 firms. 

Slack resource~ ana pas~, success have lnduced comp1acency and dislntegratlon 

respectively • FM as we ha';e~ poted S.O often, usually represents a 10wer 

leve! of decline·~or firme which were already quite sick. 

DevelopmeAtal' Tendencies 

It ia iAte 
, 1 

look at the .'developmental' tendencies whlch,firms 
" For example, do companies progres's to other . within an arche 

successful arch 

Co1umn ~ we disp 

types, or do they,lean towards failure? In Tabfe 6-1, 

ay the ratio of the number of paths .to 'f.ailure 'archetypea 

to the number of pUhs oro §uccessful arch~type8 (Co1umn 6 divided by . 

èo1umn 5). etype SLA for example normally leads to anoth~r type of 
. \ '" 

successful condinion. Firms are reasonably vigilant apd we11 adjusted so' 

they are able to avoid mk~y of the.inadequacies and mistakes which,cause 

'fai1ures.· !he 84 and S5 conditi~ns appear to be more hazàrdous. Powerful 

competition, overextensiQn of resources, or the reiiance on too few ~gers 

might event~ cause prob1e~., (The 53 arch~tyPe c~ntains too few . 

observations to warrant comment.)" As for the fai1ure archetypes, ther~ 

appear to ~~ better recovery possibilities for the ~ather large and 

divers!tied 'FJ companies than for the somewhat mpre beleaguered and 

overextended F 1 fi1,"JllS.' 

CONCLUSION 
~ 

It has beeu our intent only to very tentative1y suggest a f~ hypotheses 

1: 

\, . 
1egàrding lnterarchetype transitions1 sequences. The principal ? 
objective of tbe ChaPt~r WeS t~ suggest a po~entla11y,rich area for furth~ 

, 
investigation. ' No doubt the'invesiigatlon of paths to succ~ss and failure ,.~ 

will yie1d far more,powerCul normative implications than the focus on stable 0 

states (Kedberg, Nystrom'and Starbuck, 1976). 

'. 
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INTRODUCl:tON 

. 
1 t is extremely Mf'fieult to summarize our findings. ChJfPter 3. con-

-
tains SOlDe of the generalizations which we eould 1!Iake on the basis of, 

gross, blvarlate analyses of the data. Th~ the~ of- this dissertation 

however la that strategy ~in.B must b,e viewed w:Lt~n a complex cc;mtext 

and that this eontext varies a great dol aeross our data base. 'l1le ten 

archetypes whlch we have identlfied do not èollectivelr foPl 'any simple 

continuum and)eac:h i9 qùi:"te different froD) the otbers. What is more •. _ 

var1àble scores and relatimisMps also vary as a functlon of the arche-, 
types in ~est10n. Conclusions of the form: trait A is necessary for 

success, trait B causes -fsilure, C is Isignificantly related to D are 

anathema to the thesis. As a' result, each of our archetypes ia to be 

viewed as a eOI1l»lex hypothesis conceming a gi ven model whfch has a fair 

chance CIlf occuring. once we 'havé assumed certain. initial conditions. iach . 
of the score patterns which descrlbed the archetypes was seen to occur wlth 

a probability that was signï!lcantly g~e-ater than cltance. '.l"here were , , 

--.....,..- ,-

\ ~ 

relatively few arche types so that they .collective-Iy entaiÎed a parsimonious 

d~scription of 'strategy' making,in conte~t'.· Sub-hypotheses un1quely relevant • 

to individual archetypes were genergted and presented at the end of each 
~ . -

arche type description. Figure 7-1 presents the archetypes graphically and 

descrlbes a tentative taxonomy of administrative situatiOtlI'l. 

THE ARCHE'lYPE' CONCEPT AND GESTALTS 

01 

Our more encompassing vi-ew of the field of org8!lizations 'has not 

resulted in an 9'Ve1:Whelming host of ideograph:f.e, choatic, or anecdotal 

perceptions. Rather, it seems that aven complex reality has much jJtructure 

to i~ and that the number of arche tyPes we haVè derived is qui-te small 

given our' saI1l»le size. They are also quite stable ~d statistically' 

sign:f.ficant. The factor analytic and hypothesis testing methods a110w us 
~ ~ 1 1 

to eonclude that there are interesting and densely occupied regiOns call:d 

'arche types which descrlbe a number of 'paths' tcf corporate success and 
~ 

fai1ure. The fact that firme 4Üong' ~ach path are so very sim:l.lar to one. 

another in terms of the relationships amongst and scores along the origina1 

( 

~. 
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.. 
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) 

r--J 
vatiabJ.es. ,lends creden~ to the hypothesié th~t t~ are a nUDber of 

states of quasi-equLlibrium. 'l'hat ls, there exist several Gestalts or 

integrated patterns amongst environmental, organizàtional and strategy 
" 

making variables wh!ch are vert common (OCCUI' with above average frequency) 
, ' , 

and a1S0 qui te different from one another. Per~aps this signifiés a 
... ' 

tempor'~ry Btate of ba1ance amongst( attdbutes whiah endures untll a 

destàbillzing force take~ effect. \ After destabllization, a new temporary 

state is quickly reached. The ~ew) st4te may' differ in a "good nUlDher of 

ways from the old one. If this were onot 'the case. we would expect there 

to be' many more archetypes sincè, as firms change gradually they present 
f " a larger nUllber of" only slightly different 'pictures' at dif~erefit 'points .~ 

in t1me-. lt can also be hypothesized thllt some of our outllers, that is " , ~ 

finns whi,ch did not fit one of lJUr archetypes, were in states of transition 

between archetypes. 

SUCCESSFUL ARCHETYPES 

Mos t successful firms have a large' nUJbher of coping deVices . to deal 

with the set of hurdles which must be cleared. Theil' intelligence i,8 quite 

high, a good deal of delegâtion' takes place, analysis, multiplexity, and ... 
often innovat1veness 1s substantial,and 80 forth. The tougher the environ

menti, the lIlore pronounceCt is this trend. There are interesting exception!l 

,h~ver. !he dominant firm becomes les8 keen to interpret and s'cao. its* 

environment, power is extremely' centralized for' so vast an enterprise (at . ' 

least this is true for strategy-makins. pOlifer), and innov·at1.ons are essentially 

incrementa!. Yet, the hrms rémain very successful becauae of the excellent 
~ 

reputation, di.s tribut10n chanuels, and technical and financ1al resourees 

which. provid~ a powerful: compet~t1ve advantage. Another interest1ng 

exc~pt1on to the :rulè 1.s the irinovâtive S5 Hrm. ln a turbulent 

environment, and without very 11lUch of an intelligence effort, the company .. 
succeeds in, introducing bold new innovations mainly beeauae of 1Ihe out-

standing talents of one or ~o individuals 1.n the organizat~on. ' 

Success tends often ~o. lead to letbargy or carelessness and somet1.mes, 

so does centraliza'tion ofi..strategy making authority. nuit dominant firm. 
.. , il-., 

tb~ entrepreneurial f1r1D, and the lucky 1nnovatoril iliustrate such tendencies. 

/ " 
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Again however there are exceptions to the 'rule'. The adaptive firms under 

both moderate a,nd extreme dynamism may have enjoyed success' for long periods 

of time. Nonetheless, these companies remain extremely vigilant towards 

their envircnmenta. Also, even though centralization of strategy making 
, 

r(l poWer can be quite,high, there i8 a great deal of delegation of authority .. -. , 
to loWer le..œls for all but the most crucial decisions. 1b.e giants under 

fire' also remain vigilant and decentralized even when they have experienced 

pas t successes. 

The oo1y real generalization which we cau malee about our successful 

arche types la that they tend to perform more intelligence activity then do 

\IDsucc~ssful firme. Also, there has usually been much less rapid change in 

the levels of environmental dynamism, heterogeneity, and hostl11ty than for 

unsuccessful firms. There ls no doubt that different firms succeed for 

dif feren t reasons. Some, because they have built up an e:1Ccellent reputatiQn 

and are much stronger than their eompetitors, seme because they possess a 

marvellously talented innovator. some beeause there is a weIl developed 

and competent level of middle managers, and many beeause there i8 a great 

deal of effort; devoted to exploring, interpreting, and experimenting upon 

the environment. What 18 important; ta> note ls that the utility of any of 

these attrlbutes i8 a function of cl\e historieal and extant circumstances 

of the firme It is impossible to make blanket statements about the necessary ~ 

attributes for organizational success. The cootext of 'the administrative 

setting has to he studied. Fortunately, contexts are not infinitely variable 

and do seem ta be subject ta a manageable taxonomy. It is critical however 

that the 'state' of the Hm be identified before remedia1 suggestions are 

made. 
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FAlLUlŒ ARœETYPES 

Corporate fsilures res~t fram a mul,titude of 'deficienc:leà'. Over

centralizat:l.on or over-diffusion of por«er, the lack of suffident scanning 

of the env:l.r~t, peor :l.ntema1 controls, obstructed interna! communicati.on 

" and shoddy analysis Qf decisions, a tempera_mt which appears exc:essively 

aggress.1ve or too conservative, and so on. lt seems that ind:l.v1dual.ly, any 

of these traits may ~ot be all that damaging. They do become very dangerous 

however when a host of co-condition8 facilitate the development of a 

, cri t:l.cal mass' wh:l. ch leads to f silure. ,. 
Al1 fa:l.lure arche types display something of a un1f1ed set of SymptoDlS 

which connine to· form an ove-rill patnology. There are a series of mutually 

facilitating weaknesses wh:l.ch together cause firms to fail., To prevent. 

corporate failure it is not suffic1ent to engage in patchwork so that 'a 

stitch. in time saves nine'. lnstead, there appears to exist: a comb1.nation 

of deficience8 which are crltical. to the particular firm given the nature 

of its env1.ràmDent, resource8 t and the managerial talents ava:V-able. For 

example, if !ntelli.gence activity 1.8 lq.t t it may not help to merely il1crease 

efforts in this realm. lt is' important firet to deterndne whether inadequacies 

in this area are germane Ç,p the problem, why they have occured, and whether 
f 

it i8 useful to create a better intelligence facil1ty or,to dealwith a more 

baSic part of the problem first. One of thé useful aspects of the archet~e 

lIJ)dels i8 that they suggest a lik.ely sequence of links which have caused the 

probl~mS. lt b,ecomes possible to diagnose the root of the d:l.fficulty and 
c , 

to find the moet ,fundamental J -88 well as the most alterable.parts of the 

problem which must be addressed. , ' . 
Several Véry different modes of failure were discovered :ln our sampie. 

The ways of be-ing sick. we~e just 'as varied as the ways of be:lng ~ealt:hy. 

Î 

'lbe Case Study Data Base, 

GENERAL RESEARCH' IMPLICATIONS 
"t 

One of the mare unorthodox aspects of the re~earcb 1s tbe c~se study . ' 
data base which was used. Cases .did indeed,lAend themaelves to reli.able 

scorlng by ratera ~d some' of the ,more recently written etudies were shawn 

to have a bigh·level of vaUdity and accuracy as well. Pe1;haps m,ost 

~ --.....--. __ .... _ .... , ... ,, ................ _l'r_._ ..... _, ... ..,;. __ 'l!i""~~t 
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important~y, cases provided rich detail. on the strategy making proces8 and 

on the tlme prlority of change in the states of many of our variables. Our 

Archetype descriptions are taken directly from the case write-ups of firme; 

which were meml>ers df the Archetypes. Instead of relying on 8UDIIII8rY score 

flgures, the findings are based on the more elaborate information éontain.ed 

-T 

in the case studies themselves. 
fil 

For generating complex models of organization-

al success and fa11ure there ls nothing better than precise statements which . 
supply concrete evidence and time sequences and pronde i1!sights into causal 

links. It see~ thay:the lJSe of cases' as a data baée has been quite rare in 

the pasto If thi's'-tesource ls to he used with caution, taking particular 

care to verify data reliabillty and' validity, there is no reason why it 

should not he used more frequently in future resea~ch on organizations. 

The Use of Factor Analysis 
" 

The Q-type factor analysis came, in quite handy as a tentative 

categGrizatlon technique. Firms were grouped according to their inter

correlations. Once groups of Slmilar firÏDs c;ould b~ identified, their 
• 

relative importance or density (number of firms in each group~3ize of 

group as defined hy the score ranges along 31 variables) could be establisbed 

and compared to the average density of ~e Cartesian product-space (total 
t • 

number of finns-*- size of product space as defined by the total score ranges 

Along 31 variab~es) to establish the statistical significance of the 
{, 

arche types. In this way it is p,?ssible to categorize nrms in terme of a 

very great number of relationships. 

Escaping the Hazards of the Bivariate Research AFproach 

The use of a dE}tailed case data base. and the factor analytic categoriz- . 

aUon technique bas enahled us to come'up with models that are fàr more . \ . 
enc.ompass1ng tban bivariate relationsh:f,;plr.. Our models or Archetypes display --_w ~ . 
a WlP,ety oJ' re;tationships amoÎlgst' the same environmental, organlzational, 

~d strate~-~ing v,ariables. These rela.ti~ships were not' 4iscove~d ,,~i:ng 
, . 

c.orrelational techniques but rather were suggested by the conl5'istent appearànce ~ . '" ,t 
of severa! traits simultaneously in the firms within a given archêty.p'e. The 

, ; 

nature and direction of the associations could l:)ften be discerned by the time 

priority of change in organlzational, env1roo.mental, and strategy making traits 
4t 

.. , , 
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\ 
\ 

reported in the case, and by the expl:anattons of the 'case writers. 

A ~orking paper (Miller & Friesen, 1976) çrib~~ the danger Qf 

focussing on bivariate relationships. lt was 

and intensity of the association between two var 

Characterist1cs of the broader context w1thin wh 

For examp1e, in entrepreneurial organizations, 

tha~ the direction 

ables ~epended upon the 

ch the \ws.ociation occured. 

cen~ralizatio. enab1eü 

hold leaders to enter new environments thereby i creasing heterogeneity. 

'!bus, heterogeneity was associated vith high leve s of peNer centraltzation. 

In contrast, for the archetype 'giant under fire' environ_ntal. heterogeneity 

resulted in greater complexity in the administrat ve task and executLves 

recognized that there vas a need to decentralize ower in lorder to cape more 

quiCki.; and inte1l1gently with externalities. He e hetero\8Elneity 1s assoc1ated, 

with lower 1evela of power centralization. Thls· e ample 18 one of the grèat' , 

many which point out the limitations of biva:date alyses. lt 18 important 

to note that intrâ-archetype bivariate association are sikn!ficant even 

wRen there 1s a contrary stat1st1cally signif1cant sample-#ide relationship. 

Inconsi~tenè1es do not "Po1nt out sporad1c error, b highl~gh.t altemative 

common,consistent and intuitively ~alia associatio s which lare sensible in 

the light of their contexte. 

There is certainly the need for> a more h.olisti orlen~ation in studying 

orgSnizati.ons. '!'he alternatiye 1s for the blind wi e men ~o continue to 

examine ltdifferent parts of the elephant", arguing atedl about the differing 
, , 

coneepti?I1s of. the nature of, the beast. The atomist c app oach to tlfe:o~zin8 

about organizat1ons and their behaviour has resuited in y oversimplications, 
\ , 

a mya~d of consequent inteUectual fe~ds, and an !nabi,lit to etect a strçmg 

.foundation upon which 'to btiÜd up knowledge in 'the fie1<Î> Tlu:! search for 

arche types whi,ch are sufficiently rich 1~ detaii to ,comp1~~ a sizeable 

clÎunk of realltt should yield greater insights into the rasons for Success

fuI an41 dy~functional organizatic:>nal behavior and structures uncl.er different 

çondi tiœs • 

, . '" Directions for Further Research 
1 • , 

Many key q\iés tians are' raiaed,. but œms1n UllanBWered, by the~ researcb: 
:r " 

" !fi '" 
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What are the most COIIIIIOD in ter-arche type transitional paths'l 

fim i~ a member of 53' in what direction is it likely to change? 

~ is the most probable fsi1ure archetype which it might su.p into? 

Ifa 
• 

What 

Which • 

variables change first and signal the movement trom one archètype to 
\ 

another? 'lhere might be a fascinating set of models concerning inter-

arche type transition which co~d be generatad and investigated in the future. 
, 

What are some of the important causal links and assoeiations which have 
" 

been missed because of the iocus on fairl! brief cases? Would 1engthy case 

studies reVE!al more vari~ty amongs't 'firms th2D. has been identified in the 

dissertation? Which. parts of our mode1s are sketchy or,'mis1eading as a 

rest4t of the blas of our data base? It would bé extremely useful for 
". 

subsequent researchers to use different sorts of cases' and different types of 

firms. Our sample leans toward brief cases and large firma and it would be 

helpful if a complementary data base could be built up so that the gener~iz

ability of findings might. be tested. 

Whicb are some of the key dimensions not treated here? There are those 

who may fee! tllat the selection of the 31 variables included many un

ilIIaginative ones and that many dimensions which could be of crucial importance 

f to the arch,type model8 were ignored. Many of the critical,variables could 

, not be measured using our case data base as there was ·insufficient information 
'II , 

available. Oth~r important dimensions Dlay hâve simply'been overloGked. .' 

Subseq~t researchers might wish to generate different dimensions and measure 

them using information gathered from questionnaires. Some of -the important 

variables which we neglected -were bureaucratization, specia~zation., modes 

of conflict :resolution, the dynamic aspects of decis10n making sucb as ... ' 

008 tacles to progress,. speed-ups in taking action, cycling back to a previous . 
decision makIng step, etc. It might also be useful to look at more conciete 

and quantifiable variables such as company size (in terme of sales, number 

of ~Uq,loyee!J, etc.), actual sequences of e~nt;s in making decisi,ons (delays, 

n_er of solution alternatives generated, nurer of people involved in the 

decision protess, etc.) •. 7he~nat~re of the ~telligence--scanning ând control 

programs in terme of the concrete activit1es t.,hich t~ place migbt al80 provide 
• , 1 

insights ioto the causes ef' organizational sdccess and failure. Detailed, live, 
1 • , r-

'longitudinal, sttldies could supply the sort qf in,formatiOl\ needed to gauge the , 
1 -f" 

more çœcrete variables. ~ 
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, , 

• • 1 
, \ What do models auggèst :ln terme of normat;l.ve cmc1usions? GiVén that / 

a company 'is in a 8uccessful 'archetype,how can it remain there? Vhat sorts . . 
of actions aTe necesss~ ta fore~taU slipph1g into a fsilure s1tuatfon-? 

What sorts of measur~s ~~ neces8~ (and f~asible) for palitic~l,ar' failun 

archetypes that will enable them to improve steadily?' Our next st!ction 

dfscU8s8s SD of the imp1:4çations wbich our research has for managers of 
., 1 ~ • 

organizations. 1 t bas ~ot been tbe focus of this research to come· up wi th 

concrete recODID8D.datJ.œs for 'èxécutives on' the basis of our modela: lt is . ~ 

-, 

still too early to develop a list of suggestions tailored to each archatypa's 

characterls tics. Our small sample size '. liml. ted array' C?f variables, and 

somawhat sparsa data b~e maltes ,t!tis. premature, particularly aince the in ter

archetype traftsitions ane! other dynam:Lc aspects of the modela have·'not yet 

.. ' been inves tigated. the strengths and wa~esses of each arChetype were 

d1scussed when we presented each model...and we encour.ge the readhr to treat 

any normative implications which stem from these as hypotheses which require 

further validation. 
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IMPLICATIONS FOR MANAGERS 
, 

Beware of Pânaeeas 

, One often reads of consultants who install M.LS. d~y;l.ces, engage in 

human. relations trainin'g, encourage diVersification schemes, suggest 

teChniques for more decentra1:l.zation. and perform market researOh studies. 

In fact, thesë pr0.srams and techniqùes may be~ Just what is requireà to malte a 
• 

firm more 8uccessful. However, thia ls by no means certain. lt depends really 

upon the particUlar situation which prevails w:l.thin the company. Research 
~ 

which c~cludes that any specifie attribute -:l.a ne~essary or 'deàirable for 

success ia suspect, particula~ly where there are no qualifications regarding 

when ta purs~ or reject that attribute. We have ~lready noted that contexte 

and causal patterns vary tremendously from one firk to another. Wba.t 1s 
'. 1 

right for one ituation may actually aggravate another. Take the implementation 

.' 

of a better M.I.S. for e~le. The M.I.S. could upply managers with information 

which they fieed in order to make more timely and a urate decisions~ . This 

seeme ~ good if there ia 'a dearth of information if the new information is 

worth the cost of gathering i.t. Things are not alw ys th1S simple however. 
• 

Many fi~ tend ta be overcentralized, w:l.th one or a couple of top executives 

try:!ng to make most of the decisions themselves. An M.L~. which efficiently .... 

supplies such individuals with a great deal of information will bôlster the 

trend tOloTards overcentralization. Information facil1tates control and will 
- -

tempt the top managers to' hoard more power and perhaps ta' malte more decisionè 

un1laterally •. Ta the éxt;ent that the H.LS. does not contain all of the 
, 1 

subtle eues that\impinge upon lower leve! executives, dedsions made ,by the 
• 

top men may be inferior. Also, midd1e level executives can bec~ -increasingly, 
1 J 

.: hoi.t:ile as their responsibil1t:(es remain constant while theil!' authprity 'dwindles. 
~ :. ~ 

There are ~f course many other instances where pop.ular admin:l.strati~e _, 

techniques az:e blat~tly inappropnate. Th~ inadequacy of a un1versal. ~r '~ 

even a si1llple contingency approach to maaagemenl: 1s apparent in QUr archetypes. 

Th.ere are a numer o~ 1(ays ta succeed and: to fail. ,What ia a chron:l.c 10-

a~ùacy for one firm (~. absence of a sound intelligence SYBt~~ fO~ FI) 
be,1rrelevant to another (S5). 

" 
Becosnize tour Firm's Situation 

~( 

, 

can 

A key man~ger1a1 task 1s diagnosis of the cOJDpany's stren8t~8 and weak-

, 
. J 
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nesses. lt 1s useful to Sflk why the fim succeeds the way 1t does. Whe.re 

are the p1'ofits com:l.ng from? What things does the fir;m do particu1.arly well, 

and how are these fac~l~tated by the ~xternal environment, the corporate 
6 

structure, an~ the ID8thod of strategy making? We have identified about ten 

recipes for succ~ss and fsilure and no doubt ,there are ,ore. In order to 

'determ:l.ne the required direction for ~ge..,a company must establish the 

" impact of the proposed alterations upon existing strengths and we$c::nessea. Ta 

the extent that no technique or programme is by itself good or bad, it is 
J 

essential tb understand how ~t. conflicts with or enhanc~s the current state 

of affairs. This state cm be described in terDIS of the variables which lIere 

used to characterize the arche types • Hopefully, however, ~agers w1ll have 

moœ perspective in choosing variables which we have not considered but which 

are qui te germane ta their situation. Unf<Jrtunatel~, the state of the ar~ 

is such that common sense and experlence w:1,th the company's business are ~ 

~~st guides "in. establiS~in~ putative mod~ls. The modela, in deSCr1b~g how _ 

variables relate, provide clues regardi~g the interaction of the st ngths 

and weaknesses of the fim and its struàtural and strategie posture. 

\ 

COEl?ating Failure - , 

Most of the fsilure arche types paint a very grim picture' indeed. l'here 
• 1 

are usually a copstelladon of probléms, eAttt seri~us enou8h. to cause troub:ie. 
~ 1 

Usually, hCMever, there seem ~ be ~ly a few "roots 11 ta the symptoms that .. : 

are displayed. These roots are the uppermost vari~bles on' our arche type 1 
flowcharts and have a 'number pf repercussions. lt is crucial for managers 1 

'1 ' 1 
who wi~h to turn around a. fail~ng organization, to add~ess the roots ~f tht 

di,fficultieà rather than try to do a p'atch-up job on the more manifest ~ 

symptoms of the problem. ~ archetype method of investigation has disc1 sed 
• 1 .. 

saver81 trait configura~1ons which are successful. lt might be useful, a ~ 
C' ,J t' ... 

a t~tative a1.d in èreating a plan of action, ta find the succeasful pat sm 

whtch. :lB auisst to reach g1.Ve.'n tIfe' exist1ns ~tate of the. company. l'heri are ' 
l ' 

r • Q J 

soma successful archatYPes whJ.ch may be close in nature to the fsilure arch.-

type or the unique patte'Ill in which the firm. finds itself.' The éuccessful 
1 

4I'chetypé cau serve as a target~to the extent that iU atta1nment gets at 

the, ~ot ,of the prob~ o~ °the~irm,and the changes requirecl are feasible 

given the ~sourœs and constrll'd.nts faeing the ~any. 
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The Perils of Suc cess 

Sucaess seems to breed fai.lure. Many, of the unsuccessful archetypeâ 
, ' 

beeame that way aftet' having enjoyed t'esounding success. Overcontlidence, 
, , 

carelesaness, and the desire to stick with yesterday's formul~ for succesB 

in the face of conf1icting évidence, se~tDed to emanate directly from the 

ment~ity 'Which grew out of ear11er successe;. In soma organ:l.zçi()Ds the 

top manager responsible for the excellent pas t performance ot a firm be'co.me~ ( 

a very powerfUl leadet'. .His ~cMet' base is enhanced by his reputation and he 

b~g:lns to run the company singlehandedly. He i8 often t'eluctant to clumge " 

Ms tried and true methods in the face of a new environment and the company l 
'begins to decline. An . opposite, but equally dangerous reactilll1 ta past 

1 

success ia ·overconfidence. The company begins to em&ark UpOll some wild 

mld riSK.y ventur~s without adequate considet'ation of vital constraints. It 

ls Impot'tant for the managers of 8uccessfull companlea to rem sin reasonably 
( , 

rlgUant and open to change where this lB required.· Any sentiments of 

infallibility are lif'ely to lead to trouble. Too often success centaine--etr 

seeds of declin~. 
, . 

Some Cautions Generalizations 

What we have argued so far i8 that given the different conditions in 
, 

and around. flrma, lt is tougb to make generalizations about what 1~ good 

or baU. There are however some attributes which seem to do more ham than 
~ , 

good in JOOst situations'. For oexample, a good inte11igence system allows 

the company to track its .tmvi:t'onmen~, monitor interna! performance, and 
'0 • 

ensure that the proper parties sr given information which allows them to 

make better decisions. Similarly. a 'reasonable amount of planning and 
'1 \'" 

analysts appears to benefit the qual1ty and cotnple;mentarity of de'çisions as 
• • CIo 

does the multiplexity of....Jthe\ points of view brought tO bear in ardving at . . , 

a j udgement • Some finns continue to do weIl in spite of moderately low 
, d'-

. 
o 

scores on these variables. 'But they usually possess s~ 'r8ry strong counter-

balancing for~s such as the ability ta carry out 'product-lIlSt'ket innovations 

success fully., . . . 
To Bome degœe at least, proactive;nes8 and product~rket innovatiOn are 

associated wlth successful operations. The atiil1ty to come up with attractive 

ne~ products puts the company in good stead in .. a turbulent .environment. Of 
~. 
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'" course, in 1JIOre s table se ttings, there is not. as much need for these 

'temperament' attributea. Alsq. some UIlsuccessful compan1es are highly 

proactive, yet fail ~se.J'ably. 

lt vas qui te surprlsing to fio,d that often»· a good deal of central

ization of strategy mak1ng power ~88 not very detrl.mental. Raving SOlDe 

Ù.;J..t and closely laiit 'bOdy which 18 devoted to strategy. formulation cOlDDlOllly 

resulted in à coordinated SJ;ld weIl directed effort. '!'lie real d~gers o~ 

overcentralization on1y ~ifésted themselves when tbere w~ ~also a tailure 

ta delegate' routine operating mattèrs to lower levela, and vhere top managers 

vere elosed to the suggestiœs of boundary spann1ng units. 

. -.. We should conclude by noting that even ' favourable' traits can be over-. . 
done and the margülal util1ty of fllintelllgence syste1ll8 t de.centrallzation, 

... " " diversification, analysis 1 and innova~ion shoUld be weighed against 

the costs (and these include possible negative repercussions towardd',otber 
- ~ e • 

s trengths poss~ssed by the firm). 
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APPENDIX 1 

LISTING OF COMPANIES, 

Matsushita ,SlB ~. Dec. '7l 

R.C.A. Fl F. Sept'. '72 

.. 
LEGEND: 

,SlB' F
1 

etc. denote the firm's 

arche type membership. F., MeN •• . . -
arul HCC respective1y indicatl" 3. 

4. 

Proc::tor & Gamble SlB "P. July '74 

Marshall Ford SLA F. Dec. '72 that th~ case in question comes 
~ 

5. 

6. 

7. 

from Fortune, the McNichols 
Toyota SLA F; Dec. '69 c~" .. • # (1970) text, or the~arvard 

x~rox 52 'F. Sept. '74 )\ • caae, Clearing Rouse Serie •• 

Polaroid S5 F. Jan. '74 j. ,~The final entry on each firm 

'72 ~~ date of the case. 
8., IBM s~ F. Nov. '73 and F.'March 

.9. Çombustion Engineering OUT F. Dec. ' 71 

ld. IoT.T. S3 F. 'S~pt. '7~ 

11,. .. Upjohn SlB F. June '72 

12. 4MUclepore S2 F. Dec. '73 
- . 

13. Intel SlB ,. Nov. '73. " ,. ~ 

14. Melville Shoe·(l) ~2 F~ Dec. 169 

15. Me1~il1e Sho~ (2) S4 t. Dec. '69 

16. DuPont 1950, SlB". Oct. 'S~ 

17. 

1fl. 

Boise Cascade, S4 ,. Oct. '69 
.,.. 

C & S Bank' Su ,; Nov. '69 

19. Union Bank Su 'A March '74 

20.~ Control Data (1) S5 F. April '6~ 

21. ,Dr. perer Su F. Dec. '73 //~ 

Heinz 83 F. ~t..' '71," . /. 

Ki~ s 4 ,. April '66 y----

22. 

S • 

. , 
~7 

, 
23. 

24. Unitei Air11nes (2) SlB ~covery ,. Harch '72 

." 

\ 

.1 

,--~ 
1· 
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United Airlinee (1) 1'2 F. March '72 

J • B. -Fuqua 54 t'. F~b. ' 72 

Merri11 Lynch 52 F. May '72 

Amtrack 1'2 F. May '74 

Babcock & Wilcox 1'1 F. Nov. '69 

Consolidated Edison (2) ~4 F'lept. '74 

Conso1idated Edison (1) F4 F. March' '66 

USM Fl F. Oct. '72 
Il 

Volkswagenwerk (1) F~ F. MArch '72 

Vo1kswagenwerk (2) OUT March '72 

Krupp FI F. Aug. '67 

Leatherct'aft F 2 ~N ',55 

'69 

Pan ~er~can AirUnes po 3 1':.. Jan.. '72 

Internationa,l Paper .(1) F 2 F. March 

Caterpillar (2) F
2 

F. May '72 

Caterpillar (1) 5lA F. May '7~ 

Federated Dept. Stores FJ F. June, '69 

Aut~tic Sprinkler .. J l F. May '69 
. 

~ international Paper (2) ouT" F. March f 69 
aI-, 0 

. 
\ 

,'~oc~'té Général. de Bel~1q~ F3 l'., Feb., '~9 

, Raleigh Industries 1! 2 ~ '64 

Rol1q R9yce 1'4 F. March, '69 

General Motors 53 F""J~n. '72 

Dansk De81g~ SS'BCC·~~. '?l. 

49. Berenscho~('l.) 52 ·~CC '71. 
, . 

" ., 
'SC). '. ~Berenscbot(2) .1!3{CC· '73 .. 

.' , . 

-
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..J 
.~ 

.. 
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" 
Vappi F 1 HCC '71 

Levi-Str~uSS7EQrope FI F. Ap~11 '74 

Litton FI F. April " 68 

54: Control Data (2) 55 F. Feb. '68 

55. Franklin National Bank (1) FIl F. Oc't. '74 

56. Franklin National Bank (2) F
4 

F: Oct. !'74 

Hughes Aireraft ~lB F. April '68 

A11is,Cha:~~s F3 F. Nov. '67 

Penn Certtral F 3 F. Aug~' 70 ' 

60. 
l 

Cincinna~i Miiacron SlA F. Déc. '70 

61. J.W. Thompson SlA F.'Oct. '70 

62. Wheeling /~tee.!.~, ~l) F 2 F •• J uly , 67 
-.J .. 1~~ 

63. Wheel!~ Steel (2-)' F 4 F. :1u1y '67 

64. Jersey Standa~d F3 F. July '70 

65. ,Gulf & Western 54 F. March '68 . 
66. J.C. ~enny SlA F. July :64 

67. D~ont (2) ~S3 F. Nov. '67 

68. CBS F 2 .,. S~pt. ~ 70 

69. GeneJtl,E~èctr1c FI ~F. O~t.' '70 
70. Magnflvox 5U F. reb. '64 

71. " _ Tex,on S 4 r. April • 64 

72. Astra-Lite OUT MeN i 56 
D 

/73. 
.., ' 

74. ~ea'1ed J'resh F 4 MeN • 62 -_ " 

15. Bur!ington<;jInd. (1) SU. r~ 'Ju~e ',~4 
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\ ,-
~ \ 

Burlington Ind. (2) SlA F. ~une '84 

~ 

U.S. Rubber OUT F. Dec. '64 

·Avon 82 F. Dec: '64 . p 

fil 
Armstrong Cork 8

lB li'. Marcha' 64 

" Eastern Airl1n~s F2 F. July '64 
# l 

Monsanto 81B 
F. Sept'. '64 
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, APPENDIX II-A .. 
, VARtMAX ROTATED FACTOR ~ATRIX SUCCESSFUL SUBSAMPLE N of 29 (from total sample of 52) 

" 

(, 
1 

'\ 
1 

UdHerl1ned loadings indicate the ~actor-archetype into which the f~ was classified. 

s\~ 
FACTOR 1 

_5, 
FACTO~ 

St!. 
2 FACTOR 3 

S5 
FII.CrOR 4 

s+ 
FACTOR 5 

s~ 
FACTOR 6 

• 
O\)'T \,ol'i.t. 
FA~rop 7 

'1=\~~ 
~. 0.91112 t) el'34 ~6 1\.22374 ... ~2-+54 J. h)u3 7 ~.17619 -I,}.\J} 731 
s 0.64477 ~.39542 O.3964~ -r.(076~ ~.1~80~ ~.\7~45 O.u8790 
\& "0.72239 O.3~398 0.28326 ~.19753 n.34~97 0.Dlun2 ~.19038 

\~ 0,69642 O.2~258 ~.30312 0.15915 0.34384 0.00134 0.27711 
2.\, 'h8l77§ 0.18471 0.11358 ,0.19930 -0.C5472 Ci11330 0.C5571 
, 0.38102 ~.46333 ?,588Ui -0.13064 0.21176 0.34764 0,05872 
'3 0.44746 0.19789 2,62099... -0.05986 0.28718. r..33926 -0.01171 
\\ O.118S5 r..40458 0.63815 0,28153 0,09959 ~.1150~ -C.v2538 
.~ (I,C·2392 1).56?92 ").2,3325 -C'.(.9672 O.1366C -C.C91)66 (j.15092 
\"3 0.22951 Il 0.160('1 O.mU99 0.26698 O.:)l18~ -0.01832 O.i8297 
lCt ('.1575(1 1,.56403 ,).56465 <.'.0651)7 0,4448" 0.12295 O.J4~7J 

.!..~ "Z..1r 0.22490 -;:0.('11327 Y.77726 -0.08441 0.10318 ~.C8325 (1".41252 
~-- -0-• .15274 Q.74397 0.24350 0.29222 0.17519 C .22343 ('.19878 
~ 0.31920 Q.74020 ~.23195 ~.212~1 -0.09410 0.18440 O.~0538 

"coo 0,51631' 0.50623 -0.05188 -0.061'31 }O.01822 1'\.01731 C.12079: 
~, 0.47225 0.55692 0.10368 ~.37057 -O.1~188 -O.C4452 -0.19132 
\~ O.C0597 0."7467 -~.OC200 -<.05954.' 0.30856 (l.69810 0.00609 

7..1. 0.18349 -:(:.18778 1). 49q(J 1 0.22855 O.12R92 :;,62368 'J.118S5 
~~ 0.25825 0.36312 ~.16136 -0.00276 -0.0562D 9.7694Q 0.21214 
'S~ 0.47017 0.16832 0.45274 0.25551 p.~45314* ~.31791 ,......0.1 8602 
\1 ".52501 rt.28578 0.32334 C.C,\8321 (\.53686 ".14987 "0.24910 

"Z.3 0..35002 0.45931 0.333"1 ('.23922 C. 46,27° O.2'H84 -1).01022 
o ' '2..<0 ')'07398 ~O.G6691 0,1('375 v.25091 Q.793Q5 1).22470 O.CS736 

ï (;.186~4 f.I.54391 'l.261()1 C.47663'M o.n5869 C.02682 0 .. 00638 ,0 0.02321 0.14759' 0.36064 0.80453 O.~Q132 ~.~C441 0.03301 
.,.., 0.15208 0.14252 -G.18013 ~.75630 (\.2'3705 -"'.~0861 <:~06347 

l, 

CIl C.34827 (j'36~,32 o:l.2t-862 ':.34844 0.24172 C.';?762t" 0.37718 fiNT 

• 
~, 0.23168 ~,ôQ3t2, -0.18949 C.19941 -0.00442 ~.15n5q C.l1C62 

~3 (\.1~875 0.23153 ,).297')6 1~.()7572 0.13221 (\.18682 9.83938 
~Indic~tes d1screpancy between highest factor loading for f1rm and ultimate classification. Scores 

were close'on two factors and a re-re~d1ng of the case revealed that classification of the firm 
according to the lower loading seemed most appropriate. 
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APPENDIX II-B 

UBSUCCES~ S'UBSAMPLE N of 23 

)1 

, 
(fram total semple of 52) 

r 
Underlined. loadings indicate the factor-archetype into which the firm vas classified. . . , 
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ï VARrMA~ ROTATED FACTOR MATRtX 

... 

- .. 

'Ft .. M.# 

I~\ 
,.'2-
:"!IS 
~S 

.,1-., 
~2.. 

\Ir· 
" ..l . 2.S 
- .".~ 
~, 

121 1
31 
~$ 

37 
., Ito\' 
- '++ 

Sa 

'0 
3\ 
~ 

,'&+ 
l 

F". r;. 
t=: ~CTOR 1 FACTO~ 2 

Q.S716i: C.C6717 
Os 7714~ ç. J 7503 

g.5~~~t. (.'I.18A1'5 
()!82~97 e.03993' 

2. ~=Z6"! 0.21640 

g.~ua~§ -0.03994 
2.76220 O.Ci-9636 --2. 791552 0.11858 

-0.07454 lhI~'~! 
. o. alZ43 Sl.8§ggg 

C.37124 ~.71~8§ 

0.34716 O.77il·Z 
-O.DQ818, Q.~!a2Z 
-~.!)3611 Shé~~;.J4 
-0.07900 0.67661 
1i.57752 0.C4759 
Ô.06934 0.16438 
~.30054- 0.17QS5 
O~O8839 , 0.26527 
0.27829 0.35371 

.0.48062 . .c.34130 
C.28585 .~O.143'!S7 

0.1417& 0.10617 

.' 
r 

1 f3 r~ O""'u, .... ' 
F~CTO~ 3 F.ACT(n 4 FA~TOQ cs 

O.OQ90 1 0.00673 -0.09605 
;.-

-0 ',1140 3" "'0.00188 , , • 21096 
~. 24381 0.4&799 -0.2;208 
~.O9362 C·.I0918 ~.2"'907 

0.18·123 C.39028 -3.1l242 
,-

'.18348 
, 

('.29101 0 1).09899 . 
-0.06445 0'.11773 0.22613 

0.36197 0.07941 (i.25C72 
0.12897 0.2761 a .. ~.('I2494 
O.62~89 -0.08384· ,.l~584 

0.18411 0.16382 -O.Q23656 .-' 
0.31437 -0.1 t-593 0.01503 
o~ t 5(\90 0.08380 0.11886 
0.01217 C.OB243 0.45353 
'O.1917~ ~.lc.3:7 D.4~249 .. 
~S44~1 ('.22126 -0.132\)7 
0.69144 0.072.23 0.42890 
0.82204 -0.03375 -0.212740 
0.71130 ~.(,830 1 -O.OO6Vl 
0.08127 ('.611)98 ).:)41_9') 
o.eS265 ('I.6365~ 0.17402 

-O.O:S735- OZ63.8i: Ç.??203 
. -0.(13495 O.IC698 O.6~518 

"'. 
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REPORT REG t. ONS APPElIDIX III AllCR!....TYPE (SCORE RANGES ALONG' THE 31 VARIABLES 

.. ' 0, 
011 SlA. 

Vj6RIABLéS 1.' 2 .3 

UPPER RANGES 4 5 5 

LOWER RANGES' 1 1 1 

52 

V AR IABL t;S' 

UPPER RANGES 

l.OWER RANGES 
r 

1 2 3 

5 5,5 

l '1 1 

f 

j 

5 _() 

4 5 

1 3 

6

1

7 

7 7 

415 

4 5 6 7 

5 4 5 7 

" 1 1 4-

~ 

" 
a '9 10 Il 12 13 14 15 1,6 17 18 lq 20 '-122 23 24 25 26 27 28 29 3~ 31 

~--,-r 

7 7 ~,2 4 7 7 7 5 7 7 7 7 7 7 7 6 7 7 7 7 7 7 '7 

:3 4 5 1 1 4 4 1"~ l 1 3 1 
~ 

543 1 4 4 5 45) J 5 

e 

6 

3 

. '- . .-
ç 10 Il 12 13 14 15 16 17 10 lq 20 21 22 23 2~ 25 26 27 25 29 30 31 

7 7 257 7 61 5 7 7 7 7' 7 7 1 7 7 7 7 7· 6 7 7 , 
~ . 
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APPENDIX III ARCHETYPE scog RANGES ALONG THE 31 VAIJ,IABLES 
"~-.I ,. 

55. 

..J 
. VARI ABLES 6 7 8 '9 le) 11 12 13' 14 15 lE 17 18 19 20 21 2'2 23 24 25 26 27 ~8 29 3() 31 

! 3 '+ 5 1 2 

UPPER.RANGES 

LOWER RANGES 
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6 J7 
3 4 

5 5 6 

1 1 1 

7 5 7 7 7 . 2 '7 5 7 5 
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APPENDIX IV 1 

TESTS OF SIGNI~CANCE OF ~GION DENSITIES 

The -area of thé Cartesian product space which describea the ragion . \ 
• 

~ - l ' ~ 

into which.firms vith a cert~in factor l~adina1can fall ~s very complexe 

It i8 'deacribed in 31 dimenSions ~nd the~e 1.a obvloùaly no output fdia . 
any factor analysis prog~hi.Ch tells' U$ preclsely what the boundaries ' 

\ . , 
of thls ar~ ar~ in terms raw company scores. Ideally,. ve shoul,d t~8t • . \ . 
our hypothes~s about the facto 8 in terms QJ 'the occQpatio~ density . 

~ (1 f, 

, " of fi~'in reg~on .. area of ragion) of, this,factor region relative 

tQ the density of the enti~e Car,tesia'b prodtlct apace. Unfor tunate1y , 

:this' CQuld. not be done becausè of one 's 19no~ance of the precise 
\ . 

geometry of the factor region. A s01l1ewhat suh-optimal hypothesis testiag 
" format had to be used. \ 

Uaing' com;any factor loadings to determin~ relatively homogeneous 
~ \ 

groups of firms. the acore range~ on' each varia,le f~r each company in a 

group aerved "to define the archetype reglon 'to be used in our' hypothesis 

t~st. As ve mentioned in the text. ranges were ~xpanded (and even' , 

occasionally contracted) to ~onfo~ to our intUit~O~ a~out the nature 

of the ar;chetype. ..obviou'sly thetl,.the regions ve a\~ ~eft, with to help )1. , ' ,. 
aeternd..ne arche type "densities" are different-fram 'the Ideal regions 

~ 

wh:l:ch \ correspond to our fa(!tors. The ilppor tance of such a' diacrepancy . , 

.. cau oaly be gauged by lxamining how often the classification by factor 4 

G> .. ' ~ , 

loadings ~lsagrees w1.th the classification by ~emb~x:ship in O4lr 

archetypal regions. As it turned out we were fortunate 'i~ that the 
, 41 

discrepancy involved ouly a relative3-y small numbër of firms. F()r four 

out of the ~ cases in~ the hypothesis testing sampllf; the 'firma fit 

ip.to on'; arche type reg1on. yet lO$ded.high1y on a factor which did not 

correspond to th4t region. We call these dis~repancles 'misclassificat'1ons 1 
~ , . . 

and do not count these Jirms as bdng members of any archetype for purpoaes, 
, ' . - , 

o!· hYpOtheais . teatf~. . 
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D,isc::repancies are due to two influ.ences.· First t the arèhefypal regforts 

are more grosg than factor re~~ons and cao therefore accommoda te a number 
~ , . 

of differént score-profiles and factors. Seeondly,-'as we noted, .. 
oCCàsionally the ranges whicb describe the, region have been expanded 

or contracted. In two out of the four mi~claasifiCatio~ cases, the firm 
• QI., ; f 

fails to fit" the "archetypal region which corre..sP?~s to its- Q-factor by 

on1y ohe point on one of the 31 Bcales. I~:la impossible ta COUle any 
, . 

closer tman' that and àtill rema1.n ou tside the' region. 

We·did d.c1.de ta err on the side of conservatism and,so deman4ed that 

010 cr1t:eri~ be met in arder for a f1.rm tt> be counted as a member of an 

archetype for purposes'of testing statistical significance of archetypes: 
" . 

• - < 

1. . The fira had t~ load substantially an the factor re1ating ta 

the archetype (usually > .5 loading required). ' 
, , 

2. The firm had ta fit w:Lt:hin the score ranges whi.ch defined the 1 

reglon of the arèhetyp,e. 

. • In this JQatU1er w~ are sure- of' de1eting the firms which occupY a part 
.:r .... ~ :1 

of our r~giorla which ar~ .!!2!. related c~o8ely ta on~ of the Q-fac tors. 

The tab~e on the next page disR,lays' the 'outcome of our hypothes1.s tëst.<_. 

-- _. A 95% .• co~fidence inte~al was constructed around the sample propo'rtion, 
.... .• f 

1..e. the number ~of flrms Qut of the. 29 whieh' fell into a g!ven arehetype.· ' ______ 

The lower bound' of this interval was cOD1pai;ed ta the proportion of the area • 
. k\ .. \" 

of ~e given arehetype aver the ares of the Cartesian Product Space. If 
r:r of\.~'" ~ ,.,. 

the llWer b~nd:of the interv~tl:was greater than ,the latter proportion, 
4 . 

we can reject th'hypothesis that there is no sign1.ficant d1.fferencé in 

the two p\~port:r.ons U.~e •. ..le are confident that the arche type regions are 

more dell8ely populated tban ;~e average of the Cartesian Product Space) • 

.: 1 . .. 
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"" 
(1) (2) 1 

1 (3) . (4) (5) 1 

'" " Î' COLUMN (4) D:tVIDED BY. ., . 
ARCHETYPE SAMPLE LOWER BOUND OF ARCHEnPE NO. OF SI,TBS tu' CARTES.IAN 

REGION ~IZE PROPORTION 5% INTERVAL - ---PaOnUCT SPAdE'" . , , 
1 0 

! 

Su 5/29 , 

51» 3/29 

~52 1129 

S:8449E-2t 
2.4089,+19 1.8431-8 

2. 1858E-2 3.7756k+18 ' 2.8891-9 

8.7357E-4 2.a1~41+20 . 2.1501-7 
r 

53 1/29 8. 7357E-~ 5.618.4È+18 _ .. 4 .. 2991-9. .. 
'5 1/29 , 4 

8.7357E-4 ' 2.1849E+J.9 . ,1 .. 6721-8 

85 
1/29 

... 
. 2.3121-8 8.7357E-4 3.0217E+19 

, 
F

1 
3/29.:. 2.1858E-2 2.78551+20 2.1311-7 

, 
3/29 .... F2 

2.1858E-2 3.4818E+20 . 2.6641"" 

F) 3/29 2. 1858E-2 1. 2127E+20 9.2191-6 

F4 
" , 2/29 8.4610E-3 6.198~E+2l 4.7421-6 

OUTLIERS 2/29 

HISCLASSIFIED 4/29 

• 

t -2,indicates nuabèr of zeros in frout of the dec1mal. , . . . . 
3'0 0 

'. No.!Jf sites - 1.307E+21 • 2 x 7 (or thirty 7 point scale.., cm. 2 
poiu~ acale). ' . 

As ve cau 8ee. the proportions in Co1umn 3 are always at l;,east 
t1Jle8. greater t~ thoae in Column 5, and 80 we" can #&8ily rej ect 

,hypotbe81a for .. ~h\archetype. l' . 
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FILE ~UCCFSSF (C~~ATtON OATr = OI/~~/7~' 

v.n •••• Por>TEO "CTOR ~.f' 
APPENDIX V-A 

SUCCESSFUL SUBSAMPLE 

(' 1 / ~~ 11 / ,. J 

..e 
N of 44 (fram totar s~ple of 81) 

1 

• Underlined loadings indicate ~he factor~archetype into whlch firm was c14881f1ed. 
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,-APPENDIX V-B 

.. 

VARIMAX QOTA~eO F&CTOP ~ATRt; 
~ 

UnderJ!ne~ loa~~ngs 

,. . ra. : -t 4 5';' ,,;_, F~CTOR 1 FÂCTtilR 2 

VAR001~' ' 0.11634 0.~62~3 

"VARo-02 :~z..' 0.18969 J2~!.5~Q. 

. VAR003 3') 0,,03688 O.'18't'ln 

. VAROO_ ~ -0.04029 0.13521 

VAROOS 5~ 
VAR006, 1..'1' 
VAR0011"1-
VAROO8' .. t 
VAR009 t.l 
VAROI0~1 • 

'VAROl153 
VARO 12 '3' 
,VARO,13 2..<; 
VARO 14 "Zo.' 
V,AROI53$ 
~AR016 71-
VAROH \1-

, . "", 

0 .. 10083 
0 .. '09195 

-0.0823E 
0,59",9 
0,84066 

.Q. • .:l, 4J 44l. ... 
0.17202 
0.62171 
o,7272Q 

<-g,6?224 
: 

o :8~O 12 
0.3eseR 
0.7'2777 , 

0.06495 " 
-0.03903 

0.21938 
0 •• 38245 
O.46?09 
0.2570'5 
0.15148 
0.03775 
0.4074C1 

~0.C99?0 

'-0,08586 
.0.16tfH, 
-O.02~5e 

0.15902 
0.19532 

-O.013RJ. 
0.28690 
0.09048 

,- , ' 
j,UNSUCCESS~ SUBSAHPLE N of 37 (from total ~ple of 81) 

indicate the factor-archetype into whièh firm was classified. . . 
F3 

FACTOR 

'O.4?323 
O·~c27706 

J 

1) • t 4·1 l '3 ~ 
0.12315 
0.31"0"3 
0.07231 

O.2449 C1 

0.20577 
0.10183 
0.C4054 
0.49136 
0','3-11 7 4-
0.11('69 

0.162"'0 
o.'·\7t1a 
00 .20612 
C.I06P9 

').e19~9 

O.46AlS 

T\ 
~ACTOR , 0'"' 

FllrTOR 5 

0.~2619 O.~~940 

2'~~~~~. ~~.07327 

~.80P03 ~ 0.~~,Q6 

n,SOA64 0.~?475 

0.75183 
1) ,77927 . 

(\,65879 
0.IA0'35 
O,06Q97 

~ -0.03724' 

0,32054 
0.31815 
·0.2'43a6 

0."2 ~9C:;4 
.{".O 1 ~C9 

C.~06t3 

O.5~658 

(I.21;3~1 

-0.')9900 
0.'517(,3 
_t' .. 2Q41J 
0.32141 ' 

".1)"5('''7 
-0.1'367A 

o~.,. . 
" FAC"Tfll'l fi 

0.00764 
-0.21163 

0.2')414 
-O.~6496 

, '0.20516 
'V- -0.04-'54 

0.14R"52 
- C. 113046 

O.OA5t\1' 

Q.a ~~o1 
.. o. t51~3 

0.0754':) 
". ~,. <SO '5 
O.12eR4 

O.0747/) 
-.0 • 1'1 7C)-A 

.(I,12f>4S 
C. 37 t1'l7 

~o. O-I-7?:J 
f).24I)R8 
1),12637 

oC, o-q45Q 

! ... C;3'l2s-' ~
-C.O'l549 

0.01114 
-O.ClQ7t9 
- n, 1 (.t.l92 

FACTnq 

0.171';9 
O.14~7? 

-O. 112')e 
CI. l'50 t 8 

-C.l9R73 
0'.3511\3 

C.11 34-9 
0.26082 
("";!178 
0.3950:;7 

7 

0 .. 23443 
e.?2Fr4-'3 
C'.4!:613' 
O.('~1"13 

-o.16Q74 
il.C071Cl 

-(l.Cl034~ 

'). ?ti 1 t s 
O.C77Qt" 

-0.15!';7? 
'V~R019"!>7 

VA~O?O "", • 
VAR021 ~o 
VARO 22 ".,. .. 

o .1442~ 
0.2720a 
0.36155 
0.46168 

• _~.t. 

~.!~~:~ 

y.6Ç1?'i9-
O,1'62ql 

Q,fz:;ee6 
Q, 6904" 

ç .1) 27.7C. 

• C. ~418 
, 01. l'Il 6'54 
p.~7Q4f: 

0.4321 7 

':.'.''''6~(' 

OI'316QA 
0.21490 
0.04'206 
O. 2~'5~5 
C .49Ù~ 
O.7t'tF,79 

C.031?A 
O.27A1)Cl 
O.·OA?44 

. n. 121~8 
0.4Q121 

'1".1\186;" -
0.15456 

'-C.16'59~ 

-fl,(,\('545 
1",,,2408 
C .... 597"" 

t'.?Ol13 
O.31)?lCl 

O. 0 1.~2t 
0.2'5873 
!'.04.,31-
(; .3t9',)2 ~ 

-0.1"5111 
0.J3?2'1 
n. C0824 

-0.1127~ 
~ =vAR 0.2 3 '5 , '" 

.~. VAR024 $( 
It{ r V4RCP5 ~~ 
~~; VAR026 i~ . 
. . V ARO ~ "ë.\ 
:\'--t ~ VA~02IB ""''
~~-'. V.,R029 30 
~~:' VAR(l30·ï .. ~ 

VAR0"31 SG: '. 
VARO 32 ss 
VAP033 +S 
VAR014. bl. 
VAP03~ ~+ 
VAR036 S?o 
VAR037":!.~ 

-0.01811 
0.07187 

-0.024\6 
O.3?673 

-o .. oe441 
0.31841 
o,.1~414 

0,C3798 
0.29817 
o .57ft4 7 

(\,49837 
• 0.0'8059 
-O. C70cH 

C'.2;HA3 

-0.22277 
n.2~81C1 

C.545g" 

Q. '08'6 
1'1,60971 
o.f.e473 
p·fJo,:e 
9.P221? 
(1.5Q2'3 
CI.?3171 

., O.0870A 

0.1'7-;7 
O.Otl655 
~.11122 

O.41"~71 

-0.10716 
-0.21171; 

-').O~3C3(, 

~. "'7656 
l '). 0 237~' 

'1.'17182 
-t).021::tt 
-o.n(l5~7 

-0,.:17101 
0.105'37 

? :14~41 

0.01077 
-1l.4 "'4~q 
.,. 1 {; ? ~"6 

. ;:, .7'567'n , 

2. 61735 

-0.12t~1 

~.'24916 

0.10611 
O.~334'3 

CI. l::! 39? 
">-0; 1)-=i?S?' 

". CI ,448(1(, 
n,0'5Ii?8 

-C.Cl4062 
O. 1'50')41-

-0.171173 
,).257"4-

-(1.04651 

rh ')90R 1 
Cl. 22 C)17 
('.31" 36(' 

o .163~4 
-{'.'12465 

O. (lq(\ 10 
-O. ",?C q~' 
1".3PS"~ 

O.lA77~ 

Q .... 6~65J 

0.14259 
-c. 11',A9~ 

<'.01530 
, 0'. (Hl 54 tJ 
-{I .11 QI'>' 
-et J lA"3 
(\.j),1~:":! 

-0.14148-
O.tC;881 

-0 .n1~A? 
e.I?743 

-0.112,"/6 
-0.03944 
-O,IC;Be~ 

0.C'26:'1C 

r= ACTOP 

'-o. 27l?~4 
('.00 €!74 

-c. OS74 7 
Cl. (, 1 .. in 
.0.09A9(1 

-c. 07?-1 R 

-('.OQ?t6 
0.123(,3 

~-0.C:0501 

0.17474 

-el 01145 
C.22f,47 

-0.01048 
-(l.tOllit 
• 0 .0~Of,4 
-0.037~6 

R 

{'I. 20 150 ~ 

O.JOBRC e;,. 
-O.072A6 1 

(1. "'961)C' 
(\.C42I Q 

-('1.09575 
-1').26ClC\.1 

O.105P5 
-~ •• 1.36('9' 

rs n. tQ7R~ 
-0.1)')1\1<; 
-C.~1'51t. 

-(,.09~o7 

r.O:?3t7 
o~ '2(')27 
1).21091 
C.h7063 

-O.(\q~C~ 

",n64J3f\ 
-C.0341Q 

-' 0.087('.5 

' .. Indicates discrepancy in classifica~ion versus Appeadix II-B,iue to the !nèrease in sample'siz~ from 52 to 81. 
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