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Theories of Strategy

RICHARD WIHTTINGTONT

Practical men, who belicve themselves to be guite exempt from any intellectual
inttuenees, are usually the slaves of some delunct economist. Madmen in authority,
who hear vaices i the air, are distilling thew frenzy from sume acadenic seribbler of

a few years back.

(Keynes 1936: 383)

introduction

o

hearies are important. They contain our basic assumptions about key

relationships in business life. Theories tell us what to look out for, what our

first steps should be, and what 1o expect as a result of our actions. Saving us
from going back 1o firse principles at each stage, they are actually short-cuts to
action. Often these theories are not very explicit or very farmal. Whether buitding
from experience or from books, we all tend to have our own private assumptions
about how things work, how 1o get things done. Pr¢ dding the hasic m«oz:&sm tor
our hehaviour, Argyris { 1977) calls these assumptions ‘theories of action'.

The danger of these theories is forgetting we have them. As Keynes (1936)
implics, those who boast of their commonsense pmvmuwcmnr to management are very
prabably just tollowing the ill-informed, half-forgotien, pseudo-scientific nostrums
_UE,_.:qL 1o them in their carly careers. Drawing upun his work with American
senior managers, Argyris {1977) warns that nothing is more dangerous than to
leave underlying assumplions hidden. Until we surface our implicit ‘theories of
action’, we cannat test their aceuracy and amend them to the conditions of the dav.
Those whe do not activelv confront their underlving assumptions are condemned
to be "prisoners of their own theories’ (Argyris 197701 19).

The point of this chapter, then, is te make explicit the assumptions that
underdic . . . theories of strategy. Each theory holds very different views about our
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rsa_..u: vapacity ta think rationaily and act effectively. They diverge widely in their
implications for strategic CETL irectiv ronting 4

p - vm strategic management. By direetly confronting these differenc
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) ,Mc should be better able to test vour own “theories of action” and to decide finalty
which basic theory most closely matches vour oswn experience and nee ’
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The Classical approach to strategy

For Classicists, profitability i ’
L A i 1ty 13 -1 > WA A i1 1 i

bortlas . tr. Z.H ¥ is H.rp supreme goal of business, and rational planning

© v“; to achieve i, Dominant in the mainstream textbooks, the Classical
Mmuv_,ob_.. .ﬁ_—.w:um ..En.wn disciplinary and metaphorical support. Its notions of strategy
formy ativn are informed by the economics of vighteenth-century Scotland while

R - - ) . . 2] n . > - )

its .F,,.c._:_u:c:w about strategic implementation appeal back to the militaristic ideals
of Ancient Greece, ,

. u.nc_i u:.m:a. the Classical approach to busines strategy is still novel. The
?wm_::._JMm o: coherent discipline only cierged in the twm.ow._ with the writings
of business historian Alfred Chamdler (1962), theorist lgor Aasoff (1965 W_N_
ﬁ.r.., businessman Alred Sloan (1963), These three men cml«. n.i.,w_u:.,.rc»_ ::..r
»wﬁ:nmz af the Classical approach: the artachment to rativnal EZ_,_.Z.J.. the se : ara-
tion of neﬂnnvzo: from execution, and the commitment to profi _WEE.E.F.E:,HH

Alfred Sloan, former President ol General Motors, defined the ?:Lﬁ:amg_
u:.ﬁ,nmmn %qcr_n_.: as pusitivning the firm in those markets in which :Eﬁ.:‘EE
protits could be carned. In his great biography My Years with General .:_o.x:;H Stoat
taid down the Classical profit-orientate goal :M,v.ﬂmﬁmn«:. . o _

e

the .,,,_w.::vm:,, aim of a business is ta varn & return on capital, and il in any partieviar
Cane LR o 1 > - e . et ’

ase the return i the fong ron is not saustactory, the deficiency shaudd be carrected
or the acti ity abandoned. (1963: 49 ’

Sloan’s (1963) brography chronicles in detail the development of the measures and
Emvrc,_.._, E.” which, with as much cold objectivity as he could summon rp,. 1:_...7.:..;_
: mu_u. mmwmﬂmm_.n aim over four decades ar General Mozors. Among the ::_::,gﬁc:m b
: ..r.wmui_ to pioncer were return on investment oriteria, the decentralized divisionak
..»c:.: uﬂ._m the separation of *policy’ from eperations,
S
G
ncsz:_”“”,“sv“”“wﬁ W_H MM; «_.4” W_.W_ ”n”:_m”:,“ MHW.._.“‘_PH_“»WM:E..E a:&.:z. andd management
ors between 1943 and 1945

erms,wrc company employed halt' a million people. He subsequently T:rr.niﬁ_w
M.Wn..“umw .”E%“mw“ﬂm:_a ..;.:.__.ME._.% and .,,.J.? .:.w two books, The Concepr _.:_,::‘n Corporation
:wmﬁummna . ....“__.Cp” u.h.d.. qru.y w:L Big Business (1947). Igor Ansoff tou was much
the ﬁ.,.#‘nrpvnmﬂ.ﬁc__ﬁmm ‘_.,.%5_...,.92:..:3 the .,..ﬁ.n_f..m.,._n aim of business at the head
.p.Wnbn_..wmcz P Du.u::vp W.MH:MRM_.. .v.hER,,C.. the tirst cver strategy textbook
hamier). Shoan v : ant 19° ., ! 3 _r_:,:ﬂ_:‘ﬂ.ng nr..,...u,p:..r. staterment in his first
. 2s also closely connected with the first academic researcher of
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strateyry, historian Allved 1. Chandler. Chandler (1962) took General Motors as
one of his four central case studies in his historical account of the evolution
of strategy and structure in American business; his rescarch was financed by the
$loan Rescarch Fund; and he was himself - full name Alfred Du Pont Chandler —
connected o the family which owned a quarter of Sloan's General Mators (the Du
Pont company _u.:vw:na_ the second of his tour cases),

It may not be surprising, then, that Chandler shares Sloan’s taith in the
superioriey of the top-down, pranned and rational p_..?,cm_nr Lo %«ﬁnmvf_:uwmsm.
Chandber's (1962) own intiuential definizion ol strategy has il the characteristios of
Classical strategy thought: the cmphasis on the long run, the explivit and deliberate
ptiem of goals, and the Jugical cascading of actions and resources from original

COn
objectives. According to Chandler, swrategy is

the determination of the basic, jong-ters goals and objectives of au enterprise, aml
the adoption of courses ol action and the allocation of resources necessary for those

m_,c._wv.. (196l: 13y

The central problem of the companies Chandler studied was how to build the
qanizational structures that would allow top management to tocus on their
strategic responsibilities. The basic reason for the success of the multidivisional
structure that all feur of his companies adopted i the first half of this century “was
simply that it clearly removed the exceutives responsible tor the destiny of the
entive enterprise from the more routine operational activities and so gave them the
time, information, and even _umv..ﬂ_rc_crm?& commitment for leng-term planning
arul u_,_.u?:m;_, (Chandler 1962: 309), Thus was strategy formulatiun and control
confirmed as the prime task of the top manager, strategy implementation as the
_.nzto:m:::nw of the cvm_.u.:c:p_ managers in the divisions.

Sioan, Chandler and Ansotf did not, of course, dream up the concept of
strategy trom scrawch. Ansolf (1965; 1057 links his nation of strategy direetly
both military practice and academic econpmics. Since then, economistic ideas
abeut rational optimivation, and militaristic expectations of hierarchical command,
have continued to resonate in Classical thinking about strategy Yormulation and

O

implementation.

tadeed, Bracker (1980) traces the concept of strateyy to the Greek word
strategos, a general', which in turn comes from roots meaning ‘army’ and Yead’,
Apparently, the Yink between military and business practice caue carly, when
Socrates consoled Nichomachides, a Greek soldier who had jost an election to the
pusition of m.cs..__.p_ to a mere businessman, .»r,nc:::w tu Bracker (1980: 219),
Sourates explained to Nichomachides that the duties of a general and a businessman
of one's resaurces in order to meet

wure equivalent: both involve planning the use

uhjectives,
It is not clear that Nichomachides was consoled by this view, but anyway this

military concept of business strategy was lost with the fall of the Greek city-states.
There is no direet line of descent to madern business: Hoskin (1990} emphasizes ;

the d juncrure between Greek military theory, tactical and partial in tact, and
modern busine strategy, “::m term and comprehensive in aspiration Z,::“v the
fess, as Huoskin {1990) finds, many of the carliest managerial m....ﬁncw,_.ruz.m rs of
.f:..;.:.,p_._ business shared military urigins, in particular c.p_f_:: s at En ofhic ~p | _

zn.?.,c_ of West Point in the first hal¥ of the nineteenth ﬁ.::::.w,. m;..c: :z_._”.. MHM_”
%ﬁ.m._:r.m ..,..mwn;mm..w. can claim a substantial and independent body of cx :“._,.P.n:n&

_._:_:..:1.,. unagery continues to influeace contemporary strategy analysis ~.f can 7‘...
”_nn..: Ewi#. popularity of such books as Jamses's ¢ _ommy‘u_E:a.:J.?..aa.ﬁ;.» .r..r._l.wmsr.w
he o e N B S H y e My -
.;,:.“h_nwv_..r:,v metaphor reinforces several tvpical Features of Classical approaches to

- b;{l:, ventre of the military tradition of strategy is the heroie vor slightly
o ated figure of the general himselt. Presiding at the top of a rigid hierarchy, it
is the general who ultimately makes the ¢ d "

ARl Alex, 1)1

individual genius i critical to victory, Plans E.%mc_ﬂu.”“Hn..u_m._w,”ﬂwe.ﬂ_”“”._v.::w.:,_.
overfooking the battlehield but sufticicatly detached fur safety. q.rriw :..,.,.H_:H“mrfw.pm
1_...51 are executed according to commands transmitted P._:,MEmr n...r.n_ﬁ:,._: hi _..,._,
n._:nz to the ufficers and their men at the Frant: it is not for them to reason s.rh. m_,__w
N:.:%_.,.‘ to execute their orders, The men are sent to do battle, and the :r..‘.:..ﬂ. - is
sitpl victory, Contlict, not co-operation, is the norm. The r.,v._ﬁ:::. ot ﬂ*“ .,F.:A”:u.
detached, sequential approach to sirategy was General Colin Powell, chairn . ,m
the hc_.sﬂ Chiefs of Statf during the Gulf crisis. Asked how he _L..::A_Qw t M.meu,
_w..mam.ﬂim..:_:c«._ Kuwait, he said: *Our strategy for dealing with this _.:.,:_: pw”:< m”
. e . P ; H ' .
HM..__W”, _H_W”w_.”r are going to cut it off, then we're going to kill i’ ¢dumday Tienes 13

For the lacic e ahie e .

- mt.? Classical theorists, this military mode! is complemented by an

intelle , itance f) cy i . { )
ectual inheritance from economics. Indeed, the first academic application of

_..Z:n notion ol strateyy to business was made by two mathematical econamists, vor
f_“.w—“wwum W:g.?_.,ﬂc_..mc._;?,..z_ ﬁ._.civ, it their u.&n&% of Games and Economic ?_?.“.__.E..
A (then, as umelt et als (199§) recent view makes clear, cconomics has
vcmwrﬁw the strateyy field with many basic techniques and concepts - most notat &
Michael uvmn?...._m (1980} industry structare analysis and Oliver (am,._razio_. E_n.,umwuk—
M.e:.ﬂ:.n._wﬁ c.m transaction costs in business cﬂmmwmm.u:c:. Huwvever, the ::wﬁ _u...u)..u,:.,u.w
- contrib ; by is i . . :
e up s ch et e e e st ot o wsunptions
| D the ideat Lyp o al . ¢ man (Hellis and Nell 1973).
2 single entremer s .ww:.z n......»_:._:.::. man projects strategy as the preduct of
™ e».czc::_n E_”.L _J..J ._.__:.(_\.,:, :a,__ acting with pertect rationality to maximize
ingui e ._ZMM_F_.' .. _ c.z ,./.c.c..:m.:: and ?f\éma._#nnn: (1944 placed this
e of o m,_ ‘ t X.. heart of ﬂr.,.u:. conception of strategy as an elaborate
oy ove and counter-move, blutl and counter-bluft, between competing ve
erdependent busines e Gnie

i redtn, ; ‘ Rativnal economic man was 2 nevessary device. Qniv
5 ion a uni isi : . .
of the firm to a unicue decision-maker would altow thenr o jenore

wraal organizational complexities; only his ¢ ’ ot
o b plexities; only this endowment of super-rationality
A e sequence of wathematical ¢ i ! \

atical caleulations necessary
nrnnyc.wr the _ch_nz ot o v to folfow

[
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suugyled into Classical strategy thinking with the baggage of cconomics, Hlowcharts, The “seat-ol-the-pants” managerial stvle of William 1rurant at Generad

the individualistic ideal of rational cconomic man goes back at feast wo the hard- Motars is banished 1o the past. Flarrered by the image of Olvmpian detachment
B P N B . ?

headed eronomie ot EMEE.:}&QBEC, Z..,::u:n_. *‘_..v:E.:r...“. N wan\: 3L : fured by the promise of technique driven success, managers are sedued into the
account of classical economics reveals bow the lundamental principles of orthodox : Classical fold. :

strateyy thought were already present in the writings of Adam Smith, The profit- :
taximizing assumption is merely the economic expression ol Smith's sad belief that
sell-interest was ‘inherent in the very nawre of our being’. Conseguently, Smith
asserted in his Health of Nations that "each individual is continually exerting himseif
cous employment of whatever capital he can

Evolutionary perspectives on strategy

to find out the most advantag
conapand” o, rranstated into the twerms of modern accounting, cach individuat

ment, According tu

Evalutionary approaches to stracegy are less confident sbout top management's
ability to plan and act rationally, Rather than relving on managers, they expect

markets to secure profit maximization. Stressing competilive processes of natural

tirny is continually exerting itself to maximize return on inv
smith, our pursuit of this self-interest is governed by what he catled ‘prudence’,
This notion of "prudence’ cinbaodies the dual principles of "reason’ (the ability to
toresce conseuences and to discern advantage) and “selt-command” {the readiness
te abstain from shori-term opportunisnt in order to benetit more substantially
i the tong run) (Hollander 1987: 515 16). It is exactly these principles of
eighteenth-century "prudence’ that are at the heart of meoders long-term strategic

ection, Evolutionary theorists do sot necessarily (preseribe rational planning
methods: rather, they argue that whatever methodds managers adopt, it will only be
the best pecformers that surviv )

Managers need not be rational optinizers because
evolution is nature’s cost - benehit analysis” (Finhorn and Hoparth 1958 114).
Evolutionary theorists often make an explicit paratlel between economic

umpetitio ( . s af the i o e He . .
planuing, competition and the natural law of the: jungle, Bruce Henderson, tounder of the

.

The more pragmatic and self-conscivus Classical thinkers hesitate over some
abstractivns and the militarists’ metaphors (see Grao 1998

Baoston Cc:..EH:xh Lreup, ::_u_u..:u_

- . Classical veannnic theories of competiti o Falic cerile w
of the economists B putition are stosimplistic and sterile that ::.«

have been less contribotions o understanding than ubstackes. These theories

i \ ch. 13 Yet echues of both continue to linger in the orthudox textbooks. Henry pustulate ratioaal, sell interested beha by individuals wha joteract )

\ . \ - . . . : ; Y als whao interae :

b Mintzberg's {19903 revent critique of suategic inanagement orthedoxy exposes et exc o - - nerdet throdgh

R ; 13 : i i & 5 2 market exe _E_:.mcu in a (Exed s stan legal sestent of prop and contracts.
N this subtext with painful clarity. (1985: 14§ =

By carclul analysis of key texts, especially thuse associated with the Harvard
Business School, Mintzberg (1990) identifics what he terms the ‘basic premises’ of
Classical thought. The lirse premise, that strategy formation should be a controtied
conscious process of thoughe, derives directiy from the notior of rational coonomic
man. The premise that responsibility for control and conscicusness must rest with
the chief exceutive officer - “THE strategist’, as Mintzberg (1990: 176) puts it —
retlects both the individualism of cconvmics apd the military notion of the solitary
generat ar the tip of the pyramid of comrmand. Mifitary notiens of commaud alse
inform the premise that strategies emerge from the decis on-making process fully

According to Henderson, these postulates are oo abstract and unrealistic,
Competition is not a matter of detached caleulation but a constant struggle tor
survival in an overpopulated, dense and steamy jungle. He concludes Cov_m_ 143):
.m.‘_p::m: beings may be at the top of the ecalogical chain, but we are still members
of the ceolagical community. That is why Darwin is probably a better puide o
business competition than cconomusts are.” ’ i}

I fact, many ceonomists had reached asimilar conclusion long before Bruve
Henderson, R.C. Hall and Hitch's (1939 sple held enquiries bad discos cree that
business practive was far trow that prescribed by the ideal of ratienal cconomic
man: not osly did managers fail to set output at the theoretically profit-maximizing
level where rrarginak costs exactly equal marginal revenues, but they had no ilea

formulated, explicit and articulated: strategies are in asensc orders tor others to
carry out, Thence too conwes gu.mnx—x.,_.m._m {19940 last premise, that .::mu_c:_cm:n.:n:_.

is a distinet phase in the strategy process, only coming sfter the carlier phase

af explicit and conscious formubation. It is this which underlies the image of
the strategist as general in his tene, despatching orders to the froat, The actual
carrving-out of orders is relatively unproblematic, assured by militry discipline

whar their marginal cost and revenue curves were anvwav. Economists adjusted to
this 7;1.:2,4. stupiclity by letting the markets do the :_.E_srr

o Thus Alchian (1950) appealed directly to the _:.c_:m wal principle uf nataral
.,E.::s Lo propose an evolutionary theory of the frm that downgraded masage-
rial strategy and emphasived eavironnental fit., The most ;E:.E;:;u?. .....w&qﬂnm.«...

andd obedience.

[n sum, the Classical approach to strategy places great contidence in the
readiness and capaaity of managuers w adopt profit-maximizing strategics through
rational long-terns planning. .»cr.cﬁ::mw.,._., the Classic texts from Ansoff (1963) wo

vithi sl I iti i

v . na given market ¢ merge as competitive processes allow the relatively better

-Pertarmers to survive and flourish, while the weaker performers are irresistiblv
ueezed out of the veolegical niche. The evolution of industri tvpivally folioy :

Grane (1998) furnish us with an abundant technology of matrices, formulae and




illustrated in

the pattern of the French and United Kingdom sutomobile industri
Figure 2.1, Axanew niche opens up, itis m::muw_w flooded by new entrants, but mmﬂm_w
overpopulation drives a process of fierce competition ﬁrpﬂ. allows unly the :.E.,..ﬂ ht
o survive (Hannan 1997), As Milon Friedman (1953) g.:c:u:, .:.m__:npr it _Ei:w
matters i managers do not rationally profit-maximize so long as naw.ﬁ.vﬁ..:.?_n
markets cnsure that only these who do sonchow achieve the profit-maximizing
position. will survive over the tong run. Markets, not managers, choase the
prevailing strategivs within a _Ea.:c:_a_‘ COviroiment, o

The Evolutionary economists initially chaphasizved competition in product
markets as the means of winnowing vut inefhcient conzpetitors. Unfortunately, as
critics such as Penrose {i952) were ..._S,nr to remark, many _E.m_.c ﬁc:f.._:.mu.:?:v.
tirms dominare the markets that are .,,_.__v_:iﬁm 1o discipline them, with sutficient
oligapolistic power o e well buffered against competitive pressure: For these
y apout selecting markes, rather than being selected by

companies, strategy E
markets, More recent elaborations of Evolutionary theory {e.g. Pelikan 1989} have
therefore emphasized other markets, especiaily manageriat labour :,r:.rnﬂf the
market for capital and the market for corporate control, as selecting .a:... best
pertormers tor survival. In this broader view, incomputent imaragers are climinated
as they fuil o get promoted or hired, a they tind themselves unable o ¢
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Figure 2.1 Pupuiations af automabile manufucturers in France and the United Kingdom,
1385~1465 {Hannan 1997)

bank loans, or as Falling share prices provoke cither shareholder revolt or hostile
takeover, Thus, by une market or another, the pressare tor profit maximization is
maintained.

oo

Evolutionary theory has somec intrigaing implications for managerial
strategy. Henderson (19895 draws n_:.c.ﬁ_w. trom the biojogical principle of
cotnpetitive exclusion” ustablished by the Russian biologist Gause in 19 4. Gause
had found that when he put two stmall organisms of the same genus but different
in a jar with a limited supply of fuod, they would survive; however, if
the two organisms were from the same species, with exactly the same amount of

food, they would dic. Coexistence is impossible i organisms make their living in an
identical way. Henderson's (19893 conclusion is that business survival ina Competi-
tive cavironment depends on strategicos of differentiation.

The challenge for strategy is that many Evolutionary theorists doubt the
capacity of organizations to achieve differentiation and adaptation in 4 deliberate

and sustainable wav. As the dinosaurs found, complex biclogical organisins ustally
adapt more slowly than their environments. Fuman organizaticns are oiten the
same. Drawing un Processual insights into the dithicultios of managing chang
_.;.:_::c:u_..« theorists crphasize the limited capracity c_.:ﬂm&_?.:.p::m to anticipate
and respund purpasively to shifts in the coviromment. Aldrich (1979) argues that
eavirommnental it is more likely to be the result of chanee amd gooi fortune, even
error, than the outcome of deliberate strategic chaice, Alehian (19505 too warns
against overestimating the power of strategy, Por him firms are tossed aboue | v
unpredictabie and uncortrollable markes forces. Like pants which Hourish becatse
the wind blew their seeds onto the sunny side of a wall, busiess success is generally

the result of happenstance - just being at the right place at the right time,

Amony all competitors, those whose particular conditions happened o be most
N .—,Wv—‘
wrvivors may appear Lo be thos _EE:W adapred themselves to the cavirnument,
whercas the truth may well be that die environment bas adopead ther. (Alchisn
1930 203 - 14, empha

appropriale for testing and .:rf:c: will be selected’ an survivors |

int the ariginal)

lndecd, investing in long-terny strategies can be counter-productive. Organizations
Mmaximize their chances of survival in the short term by achieving peretect Bt against
their current environment. In a competitive environment, flexibility s evoli-
. tionarily inefficient . Strategy is wo expensive: the investor in tongterny strategivs of
Innovation, diversification and change can always be undercur by the short-term,
Andlexibie, low-cost producer. Competitive markets thus introduce a bias to strategic
SCOnseTvatism, >nn:2_5m to Hannan and Frecmnan (1988: 25, ,C_.mpz.—}_:csh
vicction processes favour organizations with relatively inert structures, organi-

£atons that cannot n_._m:mn strategy and structare as their environments change!
Evolutionists not anly insist that markets are typically too computitive for
XPenstve strategizing and too unpredictable to outguess. They alse hobd that
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rarkets are too eltivient to permit the creation of any sustainable advantage. Ina
competitive environment, elaborate strategies can only deliver a temporary
advamage: competitors will be quick to linitate and erode any carly benelits,
Classical techniques in particular are unlikely to deliver permanent superiority. The
market tor such r:c:,?im is 100 perfect. As MeCloskey observes:

tormal nietheds wil not carn abnormally high profits for long, The tormality mak

thent casy to copy. Going Lo busitiess school is not & way (o acquire imnwense w calth,

boecause iLis too easy gelin, LU P28
The market ensures thar everybody else has access to Michael Porter’s (1985)
writings an competitive ET&:EWG Lo,

For Evolutionists, then, strategy can be a dangerous delusion, Except tor the
minority of Hrms with signifivant market power, the prosaic conclusion of Oliver
Williamnsan { 199 87) ts sineply that “cconcmy is the best strategy' . The only real
comparative advantage is relative efficiency. Managers must concentraze on their
" of organizing and co-ordinating: Williamson

costs, especially the “transaction o

writes:

a strategizing elfort will varely prevail if a program is Lurdened by sigaificant cost
excesses in praduction, distribution or orgauization, All the clever plovs aud
positioning, aye, ali the kiny's harses and all the king's men, wilt ravely save a projest
that is serivushy flawed i first order ccopomizing respects. (1991: 75)

Williamson's advice, then, is not to get distracted from the basics.

i deliberate strategizing is incifective, then what matters is an abumdance
of diverse new initiatives from which the environment can select the best. Hannan
and Freeman’s (1988) ‘population ecotogy’ perspective suggests that overall
efficiency can best be secured by ensuring 1 steady stream of new engrants inta any
arganizational population, from which the refatively ill-adapted are ruthiessly
selected out. Rates of new tirm formation and failure, therefore, are equal and
complementary indicators of economic health and dynamism. Thus the helter-
skeltor rise in the number of business failures in the United States - multiplying
eighttold berween 1980 and 1997 (Figure 2.2) merely retlects the more eftoctive
natural selection processes brought about by competitive markets. The rise in new
Lusiness start-ups over the same period has kept the American cconomy’s “gene
puool’ relreshed and replen ihed. B is little use trying to prop up and reform existing
underperfermers. Firmes that are poorly adapted to current conditions should
simply make way to let new businesses try their chances at achieving environmental
fit. Market convert Toms Peters (1992: 618) actualiy applauds high business fatlure
FaLes.

The Evolutionary perspective clearly has rather gloomy amplications ior
strategy. Certainly, dilferentiation is a sound principle within a competitive
environment, but it is doubtful whether this can be achieved deliberately or
permanently. The construetion of grand lang-term strategies may be su miuch vain
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Figure 2.2 Durwivian America: business stares and failures in the United States
(Economic Report to the President; wiww.dnb.coms note expanded coverage 1984
onwards}

naking sure that whar they do now is done as etficiently as possibic. It nanagers
must attempt to anticipate change, then they would be wise NOL T LV to oulguess
the market by investing heavily in a single major plan. The most etfective pvtwbnr
may he to experiment with as many ditfereat small initiatives as prussibie, to wait
and see which flourish and which fail, and then to build on the suce ‘»,. whilst
n..:_,rwm%_.‘_. elimipating the failures. It was this Darwinian approach that guided
Sony i ity strategy during the 1980s, when it launched more than 166 ..:M.E.m:_..
Walkman versions in the American market, never retaining more than about
bwenty versions on the market at the same time (Sancher and Sudharshan 19 2.
The m,.,c_:ﬁ::m_q.,. advice, then, is that, in searching for the best strategy, it is best o
let the environnient do the selecting, not the manage ”

Processual approaches to strategy

mﬁ.vnnmm;u_ approaches 1o strategy ma:n._\u:\« share the Evolutionary epricism about
ﬁo.:w_ mﬁﬂpﬁnm._.:gmﬁu._@ bt are fess confident about :Elﬁi“ ensuring profit-
,H. .MEE_:W cutcomes. For Processualises, both organizations and markets are otten

&Y, messy phenomena, from whick strategies emerge with muck contusion and

distraction; mantagers woudd do much better to get down 10 the modest business of




in small steps. Indeed, they argue that itis to the very imperfections of organi-
zational and market processes that managers uwe their strategies and comperitive
not to strive alter the unattainable ideal of

advantages. The best Processual advice
rational lhuidt action, but to accept and work with the world as it is.

The foundations for the Processual approach were laid by the innovatve
work of the American Carnegic Schoul - maost _:c:::c::.,._ Richard Cyere, James
March and Nobel Prize-winner Herbert Simon. Fogether, they advanced 2 model of
strategy-making that is still being restated with radical claims to novelty more than
four decades later. Rejecting the specious unit of rational econornic man on the one
band and the perfections of competitive markets on the other, they were ted to take
the internal complexity of organizations seriously. Here they uncovered two of the
themes that have now hecome fundamentals of Processual thought: the cagnitive
limits an rational action, since extended by Henry Minteberg (1987, 1994) in
particuiar; and the micro-polities of urganization developed by Andrew Pettigrew
(1973, 1985},

Ainting for a more psychologically realistic theory of haman behaviour, the
Carnegie Schaot emphasized the limits of human cognition. Rativnal economic
man is a fietion: in practice, people are only "houndedly rational’ (Cvertand March
1963). By this they mean that we are unable 10 consider mwre than a handiul of
factors at a time; we are refuctant to embark on unlimited searches for relevant
information; we are biased i our interpretation of data; and finaly we are prone to
accept the first satisfacrory option that presents itsedf, rather than insisting on the
best (March and Simon 1958; Cyert and March 1963). Evens momentary consider-
ation of our everyday behaviour widl probably contirm the basic plausibility of these
assumptions, The result is that the cnvironpiental scanning, data analvses and
caleulated comparisens of strategic options advocated by Classical theorists of
strategy tend always to be flawed and meomplete, This is just human nature.

The micro-political view of organizations was established by the Carnegie

School’s recognition of the individual interests represented in any enterprise. Firms
are not united in optimiving a single atility, such as profit. Rather, they are
coalitions of individuals ¢ach of whom brings their swn personal objectives and
copnitive biases to the organization. Organizational members bargain between
cack other to arrive at aset of joint goals more or less aceeptable to them all, The
bargaining process involves both many compromises and what Cyert and March
{1963: 31 desribe as ‘pobicy sidepayments” in return foragreement. For example,
the Production Director inay aceept a reduced investment programme in order
Lo secure at least some new machines this yvear, while supporting the Technical
Director's bid for a new research and develupment initiative in electronics just to
keep her oneside, Strategy is thus the product cw.uuc::...,& compromise, not —:.Cmn-

s.axmw:x.,:rn calcutation.
The combination of pulitical bargaining and bounded rationality strongly

tavours strategic conservatism. The aeed for change will oaly be impertectly
recognized, and anyway change is suspeated because it is likely to set offa puriod of
internal civil war until a new deminant coalition’ is established (Cyert and March

1963). Serategic behaviour therefore tends to become entrenched in the ‘routines’
anud srati iti i :
wd standard ope rating procedures’ imposed by political exigency and cagnitive
:._:ﬂ.,_ Rather than perfectly rational strategies, organizations opt simply for
‘adaptive rationality', the gr adjusti , ines as aw §

! .1 ..E_:.« , the m;a:& .H,;_:...z:m of routines as awlkward me sages from
adynanue environment eventually force themselves on managers' attention.

Ty Marc [y Tt Len, - > .

' Cyert and March (1953) argued that firms can get away with these slow

adustmients _unn.mc..wr._ contrary to the views of the more u:._:r.e:ﬂ w..,.c_cc,c_iz?_

markets are in fact typically quite soleran of underperformance. Firms often enjov
Jc* _q_c:., market power to be abie to earn reasonable profits without maximum
effort. Sharcholders are unable to detecy this underperformance because, like
evervhody else, they are not rational or informed enouygh to know. Thas firms can
. . Y N . . r N )
build sufficient ‘organizational slack to buffer themsetves against the need for
.Jnﬁbﬂ-..dwn.. _m«u-w:. 1 iveri s _ its $ .
\ g . ge, Awrl_ﬁ ering just enough profits w keep evervbody reasonably
A e o T - . y ’ ;
happy. ta this sense, tirms “satisfice” rather than proft-maximize (Cvert and March
1963 41), ‘
This modest view of organizations and the people who run them has signil-

icant implications for strategy. The Processual perspective radically downgrades the

unportance af rational analysis; it limits the search for strategic Hexibility; and it
recdu 5 ’
lessty for the optimal solution, but satisfy themsclves with following the estabiished
routines uristics of the izati 1 Wi :
utines and he .ww:_:..u of the organization. Indeed, as Nelson and Winter (1982
133) observe, ‘according to the concept of strategy that has been developed

expectations of success, In practice, strategy-makers do not strive cease-

b T ) : )
by a number of investigators associated with the Harvard Business School, the
fundamental hewristic imperative for top management is: Develap a strategy”

g But strategy z_..p?.-s....:; themselves can become routinized heuristics,
working to constrain the held of epportunity and guiding dectsions into established

pathis. Say Nelson and Winter, in strong Processual mood:

it is quite inappropriate o conceive of firm behavior in werms of deliberate choice
frous 4 hroad menu of alternatives that some external abserver con iders o be
‘available” oppurtusities for the organization. The menuy is not broad, but narrow
and idiosyneratic; it is built inta the lirm's coutines, and most of e uwr::mms:, is
alsa omyished autoraatically by these routines, (1952: 1 34) T

- Atrategies are not chosen; they arc programmad.
| _Z?.wn.m.._c! then, are a way in which managers try to simplity and order a
world which is too o ic fi ‘ .
w:?nr is too complex and chaotic tor them comprehend, The regular
rocedures =Cise o ihcati ¥ i i 1 o
P ures and precise quantibications of strategic E&:.::n are comborting «:r:u
S ' ! 5 =
.I&So.::w” security blankers in a hostile worlil, Thus Weick {1990} tells the story of
ungarian detachment sl i i ili cuvres. A
hat got lost ie the Alps during military UV i
o for e et tha wm_\, . P uring military manceuvres. As it
] ‘ vy, the soldiers despaired and laid themselves down to dic in the
wen wilderness,

o hen suddenly one of the soldiers Found 2 map in his pocket, the

e 3 ( : : 1 3

e m took heart, and they marched confidently sut of the mountains. Safe
- camp, they discovered the map was of the Pyrences, For Weick ( 199h
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strategic plans are often like this map: it does not matter much it they are wrong, so

] cense of purpose to act. 1§ the firm
lony as they give managers the conbidence and sense of purpose to act .:: the §
= . - f Al #H i ati e 4] somehow
sits waiting tor the right map, it will freeze; if it gets up anel moves, it will son r.n,
or t i i 2 its 0w - &3
or other find direction, ACUITE eXperience and make its own opportunti

(Box 2. 8).

Box 2.1
Surfing the edge of chaos

i 3 K ; | the
l i ‘winergence | : s incres support it ‘chaos theory', 1
e of ‘emergence in strategy finds increasng heory.
e N rred with Now

new science of complex adaptive systems. This new science i$ Cor 0 vt 1o
arder tends naturally to sprng from chaos, it doesnt take precise planning from the
top. only a few simple rules guding acton fom the ooﬁ..ﬁc_:. A . o

Brown and Fisenhardt {1999) give the example of howds’ - a computet u_:_c.ﬁz;_
of autonomous, bd-bice sgents. Something remarkable happens 5.._63 ._._.m_...n
rrindlessly mowing agents are giver just three simpie rules: ty 5.::::2& a :.:z_ir.:_
distance from cther ebects, including other boids: 5.. 1G match ﬁ.:m velaGty Mﬁ :mm..mcx,
boids; and try 1o move o the centre of the mass of nearby ﬂo_r_m. xmmwiwwu A_u HM_H
siarting positions on the screen. and of e number and posiioning of .Q_v.wgn_ mem_x.
boids always end up doing the same thang: forrmng a flock. There's 3.0 nead for leaders:
order emerges naturally from myriads of smalt uamt::@ adjustments. . .

The point shaut being on the ‘edge of chaus s to jm,«m.mwo;mj mzcﬁ.ﬁéw..wm._ﬁwﬁ
far patterns lo amerge. but ol so much as o mwc,\.%., _:zm_x" :.Q and wa. "
American company 3M allows scentists to do E:Emcm.ﬁ thay like with J_‘ﬁwﬁ ﬁn_.g, o
thewr Ume. but within a framework that nsists on 1aking 30 per ne:ﬂ_o, sales :oﬂz
products less than four years old while imposing tough Targets for profit and w,B..S L
cvative ideas — such as The Post-it or Thinsulate - bubile up frorm telow but fall nto

e b g oy e
place within & coherent strategic frame. Surfing un the edge of (haos means rding

wave - iever fallng penind andd never fatling s

Sources: Brown and Bisenhardt 1999, Pascaie 1999

In this way, the Classic sequence of formulation first, .:ﬁt__c.EM_M_..“n.“”“
sciond, pets reversed: strategy is ,_*m....p,ﬁv(.cni__,_, ._Q,Eﬁ .A?F?&.quov.._.w. _M? :.W_E..
{ived) distinction between ‘policy creation . and Tc__.n% cwmﬁc.:n.v.w._ . urmm:w” Ln:&:.m
Doubgting top managuers’ capacity Lo preseri ..Ummcm:,.e v:mwnwmwru_.—_: :.”‘ 5 i
isulation of their executive suites, Mintzberg Z»‘uqu proposes the me E_u_ o
strategry as “eraft’. The craftswoman is SG:BW_‘« i«.o_.ﬁ.i s._a._.rn_. _.=~p.~.:.___.” ”.A.Vi.
m_Ztnw.raw clay by _um;c:& touch, imperfections mspire her o E.ﬂ.; ic _ p .
sation, hands and mind work together ina process a._ constant E_.u_:mrc:. vn__. v.»_chrm
it be with strategy. Ina world tow complex and full of surprises to predict,

areness ability of
strategist needs to rewin the closencss, the awareness and the adaptability

2 THEORIES (

the crafisperson, rather than indulging in the hubris of grand long-range planning,
Foor Mintzberg, crafting strategy is a continuous and adaptive process, with
formation and implementation inextricably entangled.

This view of strategy is an unglamorcus one; hands get dirty, steps are small
and there are few bold lunges into the unknown fong term, But this slow progroess is
101 1o be despised. As Lindblom 19359) claimed, there is ‘a science of muddling
options and careful

through’, involving cautious comparisun of successive
maintenance of consensus. The gradual adaptive approach to strategy has its
own rationality, which Quinn {1980; 89} terms "logical incrensentalism’. The
superior rationality of logical incrementalism lies in its aceeptance ol our nwn
bounded rationality: ‘Smart strategists appreciate thar nrn\e canmot n_w:..u..& be smart
enough to think ﬂwqc:m_u everything in advance’ {Mintzberg 1987: 69). Honest
about his or her limits, the wcmwcm_ incrementalist is committed o a provess of
experimentation and FE.E:M.

The incrementalist approach is not nec sarity a tactical one. )
infortned by an _.E&:lw.wsm logic, or “strategic intent’, that is both z::r..mc:zv clear
to provide a sense of direction and subficiently broad o ajlow flexibitity and

It may be

opportunism along the way, as for instance Komatsu's ambition staply e “encircle
Caterpiltar” (Hamel and Prahalad 1989). More radically, Mintzberg and Waters
{1985) suggest, the uanderlying strategic logic may be perceived oaly after the
event. Strategies are often ‘emergent’, their colierence aceruing through action and
perceived in retrospect. Thus Intels famous switch from the Dynamic Random
Access Memuories (DRAMs) market to its new rofe as a dominant plaver in
microprocessors was achieved during the 1980y thraugh an accummulating series of
incremental investment decisions that hacd consistently valued the prospects of the
new busiaess more highly than the olil. Yet all the while the company’s explecit
_H:Q.::_.v. nc_ﬂ_up:z.. its clmt:p_

strategy and self-definition was still to be a
business. As late as 1985, one-third ol the rescarch and development budget was
= stilt devated 10 the ‘strategically important’ memory business, even when the
. company had been reduced to a negiigible 2 to 3 per cent muarket share. As Chief
= Executive Officer Andy Grove observed: 'Don’t ask managers “What iy vour
- strategy?” Look at what they dot (Burgelman 1996: 423),

This incremental approach to strategy is reinforced by Processualists who
- emphasize the stickiness of external markets. For the ‘resource-based” strategy
theorists (e.g. Grant 1998), market imperfections inhibit the uppuriinity-
Naximizing strategies proposed by Classicists. The resources with which firms
ompete are not all wo be bought and soid in markets according to the shifting
matrix of strategic opportunities and threats {Collis and Montgomery 1995).
Resource-based theories of the firm stress how a firm’s resources include tacit
s, patterns of co-aperation, and intangible assets that take time and learning to
slve. These resources cannot be traded, n.r.»:mﬁ._ or imitated with case (Box 2.2,

hrm's competitive advantage, therefore, lies in what is unique and

IS resources - these constitate jts vore, distinctive cumpetences

e
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Box 2.2
The knowledge resource

yday's knowledge based euonomy, supenor kncwledge i rm:.. G be :J.m,ﬁ :..,_.Z
e Knowiedge is valuable precsely becsuse 1t is fard 10 manage

AT S

5 y vaplured i rmdnagens

- - e Mast us .

and hard to trade. Maost u iy CbruTed i M
Jalapases or wnitased Dy compeiitons. Knowiedge resides inside ».w ¢ e o
e gement. Knowledge 15 dynamud |

Souce of

Al knopaviedge 15 ROt not e

fower ranking statf, not i the fles of top ma - - omane
urpredictable ways — experience and events are alwiys adding 7._.;‘. W. PEm.m o
format efions at research and development. Knowledge s hard (o ﬁ_,a.m_ »Mh‘ﬁ .:_, v
aoquirer cannol know ks value unitd it s aciuaily .,.mea. Knowiedge _m.ﬂ JN w
:3_“5? . because embedded i the routines, Cuiture E”a teams ol w._uuwvur :
for ail these reasons. the value of knowiedge 15 unlikely to difiuse away

OTgaris&lio
- exchangpe.

i f al processes T competition and
thraugh normal processes ot market compet e canstramts on the stratesy
these knowledge characlerstics ympese COnsiramis o 5 gt

. 2 : atety
ms, such as professional sernvices o nes

ually, :
process. tspec 1 RNowledge-mtense e

‘ i5es, st ; o emerge bottom-up as 1op- )
technology enferprises, sirategy 15 as kkely to emerg; Y- U

atad 1994 Tsoukas 1994 Zack 1999

Seisees: Conaer i

1 y N 1o
the sources of sostainable superior pertormance HES

in other word . ‘ e
i tstinctive res “ew, rather than
internally, in the capacity to exploit and renew distinetive resourees, o:w,_ _ 2
: ) i i Lets, 8 soy ivolves
Ly, in s itioni ] - right markets. Strategy b
‘ : 3 ; positioning the firm in the vig g
externally, in simply positic e Y il
‘ ' cc ‘hasing eac every apportunity.
ifdi core © ‘tences, not chasing cach and every 3
building on core competences, r 0 e
P ive 5 HiAY ¥ =4 Porter
(1991: 83y accuses: 'the oraditional “competitive strategy _Z—E_wmmw._ trrw v
' ' : . 1t M ¥ T ey » M A ow
t980), with its focus on product-market positioning, focuses on only the Ja ,
: . i ihdi - ", Howeve ractive
_.:::_w”..m vards of what mav he a skill-building marathon’, _._sef.i_w alt i
o ! ies will tail 1 s implementation
itics ', entry stratepies will fail in the iy
Y ortunitics might 7». r_:J K £ -nat
PP internally or underestimat

i i acks the re ite skilis and
it the tirm lacks the requisite s : , anderestimates
the difficulty of scquiring them externalby. What matters in strategy, therefore,

. PR . N
; L _C:Q:: FLI COMSTrUCiion alx msadanon o L: Ictive interna :..::_ Ctences
uct aly w [N b O t i \ T
; ﬁ TEN, rather than the

15 view, Sstrategy Bocoimes o patient inw .u:.m_. AW are prog ! ,
In this vie v, strategy be 2 e . .

lidl externally eriented pursuit of uppuoriunity emphasized by

structure analyses. . o "
Thus the Processualist tocus on the imperfections ot E%.::\_._.:cs_m
. .. stf i “stratewy radically ditterent from
market processes vields at Jeast tour conceptions uf strategy _aﬂ_Fp_: anr M from
. , : i : ciston-making heuristic, a device
“lassical perspective: strategy may be a decision-making .
the Classical perspective: strategy may . 8 device 10
: : cope with; 5 mav just b
implify reality into semething managers can acwually cope with; mv._..:j may j “
marag ¢ | urance as much as guidance; strategy

managerial security blankets, providing reass n auce; srategy
sy not precede action but mav only emerge retrospectively, ance ac

place; strategy is not just about ¢ ousing markets and then m::r.:_r_ performance,
but abuur varefully n:_:,.,_azm nternal competenc
precepts of the Classicists are put in jeopardy: suddendy, it seems thar goals are

stippery angd vague, _c:m..“.‘?f.: policy staterments vain delusions, and the separation

Many of the confident

af furmulation from implementation a self-serving Lop manapement myth.
5 & }
For the pure Processualises of the Carncgie School, all this means that

strategy is inescapably about satisficing, scttling for ivss than the optinal. Bur more

managerial Processualists turn the me

sy realicy of organizations and markets (o
E_,..m:Em__n. In praceice, the technical sophistication of the Classicists AMOURLS
to naive idvalism, It is above alt by recognizing and accatsmodating real-world
imperfections that managers can be most efective, Giving due attention te
inzplementation, nx_urx.zzm impertect markets to buikd distinetive campetences,
cultivating Hlexibility for incremental adagtation - these are really the means o
maximuwn performance,

Systemic perspectives on strategy

Against the sometimes aihilistic propusitions of Evolutionary and Processual
theorists, Systemic theorists do retain faith in the wapacity of organizations 1o plan

forward and 1o act effe tively within their environments, Where they differ from

the Ulassicists, however, i in their refusal 1o aceept the torms aod erds of Classical
rationality as &&..HE:M more than _:.y,r:.?.p:._.. and culturally specitic phenomena,
Systemic theorists insist that the rationates EE:_.~.<5_.,,. strategy are peculiar to
particular soe ological contexts,

A central tenet of Sesteric theory is that decision-makers are not simply
detached n.ur.:mpc.:w incividuals m::_wE‘.mzw in purely economic transactions, but
people rooted deeply in denselv interwoven sacial svstems. Granovetter's (1985,
notion of social *crmbeddedness’ captures the sense that economic vty cannot

be placed in a separate rarified sphere of impersonat financial cateulation. (n reality
people’s economic behaviour embedded i 1 network of soctal relations that may
nvolve their families, state, their professional and vducational _5».#%_.::_:7,. cven
their religion awd ethniciey (Swudbarg cual, 1987, Whittington 1997y, These
networks influence both the means and ends ol action, n_n:_z:m what is appropriaze

and reasonalle behaviour for their members, Behaviour that may luok irrational or
- ineflicient ro the Classical theorist may be perfectly rational and efficient aceonding
to the local criterja and moduy operani of the particular social context.

: Svatemic theorists propusc, therefore, that firms diffor according to the
;..cn_.w_ andd ceonomic systems in which they are embeddded They are not al} pertue
Profit-maximizers, ay they choose 16 be in Classical theory and they are ubliged to
..wr.”.m: _“.u..:_:z.cnu_‘w. theor ‘ «

- But nor are they just the particularistic orvanizations of
: ) f

ru..t_.ccnuy.:& perspective, whose idiosynerasies are the product of internal fimivs
o com prom

lerive not so

es, I the Systemic view, the noros thae guide strat
) Y g
tch from the vognitive bounds of the human prvehe as from the cultural rules of

HEGRIES

[
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the micro-

the fucal sociery. The interaal contests of organizations involve not ju
politics of individuals and departments but the sucial groups, interests and
resources of the surrounding context. The variables of the Systemic perspective
inchude class and professions, nations and states, families and VEDLE_.

Important, therefore, to Systemic theary are difterences between countries
social systems and changes within countries” social systems. As Whitlev (1999} tias

shown Tor southeast Asia, muu...ﬁ.o:m:m forms of business may vary ..,,.:w.“._w. uﬁ.nCwn::m
to the focal interplay of state, familial and market structures, Thus, in South Korea,
a traditionally strong state has promoted the creation aof the vast chachol con-
glomerates: in neachy Talwan, by contrast, the combination of an exclusionary
Kuomintang state with the peculiar culture of Chinese family business has created
an entreprensurial ceonomy of small and medium-sized firms, loosely finked by
familial networks. Whitley (1991: 24) concludes: “different kinds of enterprise
structares bevome feasible and successtul in _.r:sﬁ;?q social contexts, especially
where cultures are homogencous and share strong boundaries with nation states’,
For all the contempurary tatk of glohalization, the peculiarities of focal histories and
local societios stith matter,

tndewd, most large companies are hardly global at all. The Gestrin et al.
(2000) survey of more than 200 Fortune Global 500 mu_.mn corporations finds that
on average roughly 60 per vent of their turnover and their assets were still
Growth in international turnover and assets

concentrated in their home nuarke
had been slow throughout the 19905 and the probir share from overseas had been
disproportionatcly weak even befure the Asian crisis of 1997-98. The workd's
largest international engineering conglomerates illustrate the point: only 41 per
cent of General Electric’s sales in 1999 were outside the United States, 35 per cent
ol assets anul just one-third of profits (www.ge.comy); at Fitachi, just 30 per cent of
1999 safes were outside japan, 17 percent of assets, but, so depressed was the
Japanese market, 69 per cent of profits {(w wiwhitachi.cojp). In Hu's (1992)
sceptical phrase, compantes like these are nat so much global multinationals as
domestic companies with international subsidiaries.

(]

Thus even the largest multinationals can retain strong local character, As
Walker (1988 395) observes, in its image andl management zd.._ﬁ ‘Creneral Motors
remaing a thoroughly Midwestern company.” Apple is very Californian. IKEA &
Swodish. Coinpanices whether as competitors, customners, partners or .,E_%:n
vary widely accovding to their local contexts, Rather than rising above their origins,
even multinationals may be deeply influenced by the industrial cultures, class

structures, politics and professional biases of their home nations,

tndeed, the very notion of “stratepy’ may be culterally peculiar. Arising in
the particular conditions of North America in the post-war period, the Classical
conception of strategy does not always lit comtortahly in other cultures, Pascale
{982 reports that the Japanese do not even have a phrase tor “corporate strateyy .
.%E:.m..,._ has strong connotations of freewill and self-contral, but many cultures
prefer o interpret cvents less as the product of deliberate human action, and more

~Points to hony the

as the result of God, fate, luck or history (Bovacigitier and Adler 19915, For
example, undamentalist Mustims sce life *A.sw_,.:n.___n,..u path _v:...ﬁ.:.;.::c; ?....M..:um
«_a.m:wm the Chinese often uxplain events in terms cq.._,cu,u,, a combination of ,r_ W
fate. To these deterministic cultures, the idea of “strategy” embodies a f.a.‘uph__”d_.w_,wp
":E. is n::.u_.cﬂ(. alien, Bovacigiller and Adler’s (1991 .S.L,_q 5 stiggests that h.,_;,..,..,_.”.”“
ﬂw::s_“:v. of strategy are the product of a historically Tcac._r:. caincidence vm.?._.‘r.c:
p_Mﬂv“ﬁ”nmwr_.ﬂwl”m“u&.w_mu..pw_n__ﬂ.w_ﬁ_wn,“:“ pwpr:wﬂ_#__.. m_.m::ar.;.:.; ‘Pax .}.;5%5:;. of the
. 3 ( UV as agerial practice developed in a contest
of cultural voluntarism and cconomic and palitical security th
favourable 1o _c:fmén:: strategic _Lu:::ﬁ, )

at was uniquely

_ _FW)E» _ 1Can origms ol the strategy CONCePr may aiso constrain our
::_.. erstanding of what strategy involves. Wilks (1990) linds that the Anglo-Saxon
cultures of the United Stares and the ited Ri : i ards
puiires of the Unit fes the .C:;» d Kingdom are biased 1owards an

stic tree-enterprise model of strategy thar denigrates

upun the state. By contrast, the waditional nrationalisns of the French and German

states, and the developmental rofe of the Japarese state, huve siven ta the
Saxon world’s major ¢o Lo | i , i

s major competitors industrial cultures in which the entistir

xplicit reliance

Anglo-
i ¢ of state
FESOUFCes is seen as a natural and import : ] i "
ant part of strategic g : /ilks
o e 52 al an .m . p cgic managerment (Witks
. : approacnies 1o strategy can be heavily distorted by what is
focally regarded as cultgrali fegitimate, ’ )
. T.M:: ,&_z perspective, the Classical and Evolutionary emphases on markets
and prolitability, to the exclusion of state resources and national interests, are
simply the product of very particular historical amd social circumstanees, This is nos
1osay that they are necessarily "wrong’

nstitutional e by s g ::, current suciological appreciation of the
A,_ nal envirenments' of organizations {Mever and Rowan 1977; _:?Tm.r:c
and Powell 198 ighlights the soci . | A forng
| Pov $953) highlights the social pressures to conform o local forne of
rationalite b X
tonality. American business works witlin a culture which respects profit, values
HP,.J 1 o g , , ' )
chnical procedures and regards the free marker as an article of faith. b this
M‘Am_:ﬂcanm any individual business-leader who repudiates outright the
Jassical strategy-maki isks losi is or her credibilive i - E ]
ol M ¢y-making risks tosing his or her credibility in the face of auditors
Us . - . i o
omers, iw:r_p_ markets and goveramental regulaters, afl of whom can
considerable inHuence on suce t

forms of

exert
‘hoethe ¥ ing i

onid . Whether or not furmal planning iny the Classical

de i cconomicaily effective, if that is how key elements of the institution

enviranment expe y

. al
o o ct business to be dene, then it is sociologically eHicient to at Jeast
» through the ions, T i i ' Slssi proacl . :
goth Mzm tthe motions, The rationality of the Classical approacl t strategy may be
asocial construet, but neverdheless it is i . .

. evertheless it is ane that it can be dangerous to ivnore.

s.
Yet it remains i
o it :.:,.Emu iniporiant w be clear how particular conceptions o
tetlect and reinforece the

panc e . strategy
Osge, . imitations of a particular society. Indeed, Shrivastava
) goes so tar as to allege that the whole disci

. pline of orthodox strategic
Management actually constitutes a self-ser ;

ly e 3 a2 vingly conscrvative potitical ideclogs. He
e proti ot h.w_u.,_.u,_c _..r,r.czﬁv. _..E_._:pz,.a. w@vr&? on tup-down :r.:ZWM;.:E:
ad pr naximization s the ultimare unifving goal serves w reproduce the
corditions of hierarchically organize i " m e

: d capiralist society in general. The firm i
o E 3 . The tirmis
ﬁ.w_rum.a represented as a ‘co-oper i :

ative systen” {e.g, Barnard 1938), tor whom the

B0y

=i




merely a
matter ol administrative efficiency. Classical technigues of envirenmental analysis

arropation bv tup management ol m:uw-un.:_.:m and ¢ cm_v_::,_:prp:n

take the existing structures of society for granted and tend anvway o focus
specifically on muarket factors, downplaving the relevance of social, cultural and
political demands on the organization. Thus Michacl Porter (19380: xix) blithely

relegates his assumption of profit sbjectives to a footnote, and concentrates his

industry analvsis un tive sets of cconomic forees amongst which government and
babour are almost entirely lost.

Shrivastava {1986) concludes that orthodox strategic nanagement is not
a neutral, objective, scientific discipline, but an Enc—o%u\ that serves to normalize
the existing structures of American society and universalize the goals of is
dominant clite. Because it is designed to preserve the status quo, Classical strategic
managenent traps strategists withan o particularly narrow range of strategic
To invoke state resaurces, or o challenge the rop-down logic of strategic

LpLoN
tablished social order.

orthudoxy, is to plav dangerously with the

The ideologies guiding strategy in different countries can be influenced
strongly by different cultural waditions around the world. The American culture is
hard-nosed and individualistic. in repeated surveys of international executives,
Hampdeo-Turner and Trompenasars (1993) report that Asnerican attitudes stand
out consistentdy from many ol ther competitors’. When asked whether the only

goal of & company was profit, 40 per cent of American executives answered ves,
against only § per cent from Japan and 11 per cent from Singapore, lna structured
comparative anabvsis of American and South Korean nunagers’ strategic decision-
taking crit
three [or the Americans. For the Korcans, it was sales growth and market share that

ia, project cash flow and return on investiment were amongst the top

were eritical: cash-How and return on investiment ranked tenth and cleventh cut of
thirteen possible criteria (Hitt eval. 1997). 1o its understanding of what matters in

strategy, the United States s clearly something of an outlier, But it is American

practice and American rescarch that dominate strategy textbooks world- wide.
More than culture is involved in defining local approaches to strateyy.
Differences in strategy are so enduring, and patterns su hard to change, because

they are abse founded on real econvmic, sodial or political conditions. Recent
analyses have explored the implications tor strategy of different ownership

structures n particidar, The detached and relatively diffuse relationships between

harchalders and their companics that are taken for granted in the Anglo-Saxon
ceunomies are unusual elsewhere round the world (Scou 19973, 1o the Germanic
cconomies  Germany itsell, Austria, Switzerlund and to a lesser extent the
Netherlands and Scandinavia  banks and other financial institutions play a central
and interventionist role, with tong-term relationships. For example, Deutsche
Bank was a prime mover in bringing its twe clients together to create the _:E.mmm
company Daimler Benz in 1926, and three-quarters uf a century later, it was still
the largese sharcholder in the new DraimderChrysler compaay, holding 12 per cent

in 1999 (Gall 199%; www.daimlerchrysler.comy. Deursche Bank also has a 9 per’

cent stake in the great German insurance com
with a 5 per cent stake in the other direction, Although changes in Geriman Curp-
rate law may prompt an unravelling, at the end of the twent th century Alliany stil}
occupied a central place in German capitalisne, with substantial stakes in kov utility
companies, major chemicals and enginecring companies 35wy , :
financial instittions. Not v Ty 5.::,:w . A

pany, Allianz, which reciprocates

the ?&:cm

without the

happens in Gernian busine

Allianz or its allics __.:.:._% asay.

L .

In China, on the other hand, 34 per cent of the nation’s output and no less
than 110 milkion workers are accounted for by state-owned fir
2000;. ’

food

Theorists of 3 new ‘managerial capital

nis (Bruton et gl,

. m' (Marris 1964; Berle and Means
1967) sugyest a growing split between awnership and contral within laroe Western
corpanies. Since the 19205, firms have increasingly been suverned by mm.:mr: ienal
managers rather than by their true owners. Thes )
running their irms in their own fntere
of growth, From th

¢ theorists aceuse managers of
. RER ..Ehl:n.:ﬁ _:::..57::.4. for the _:.:f_:? tes
ot s Systemic perspective, then, Alfred Sloan’s Classic wvoal of
IEXRTZING return o investiient has been superseded by manag "
such as security, empire-building, high rewards and hisk stat W
for such managerial self-interest can be W

Vo,

ial ohjec
Abundant ovideace
: : toumnd in studies of top manzgement com.
pensation, The continuous upward spival of chiel execurive .
despite ﬁ.r:::nn:.f. poor ceonomic performance, certaint
management is as unscltishly dedicated 1o shareholders?
likes to think.
.

Far practising managors, then, the

rewards in Anericas,
v cloes not suggest that tup

nterests as Classical theopy

prac special advantage of the Systemic
approach lics in its heightened sociological sensitivit :,.r.__n_.::.. inncividual
managers o the kev elements of the social systems in which HM.F;,.._, wark, the
Systemic approach can widen the scarch for resources and .r..&z.: the \._mvwv_.r.n?_.ic:
of competitors. Every stradegist should analyse his or hor particidar sucial ehar-
acteristics, and those of his or her immediate soc ‘
variety of social resource
?E::mc_.z C

ab system, in order to grasp the
and rules of canduct available {Whittington 1992,
an thereby free themselves from exclusiv b

Mlanage . . ¢ reliance on the capitalist
. urces of ownership and hierarchy, and open up the political resources of the
. ..uw..h...... the network resources of ethnicity or, if male, the

:oF masculinigy, dociologically sensitized, nanagers can
the ideological re .

patriarchal resour

also play refiexively on

exploit the Classical sﬁ_u.d.w..:.? ol
al answers but also for the enhanced
he vatue of a MBA can lie in its packagme as
LompeLtors, no presumptions showld be nya v
s without analvsis of their social

sources of their professing
Witege mamagemont not just for its technic
.me_._.,_.:zﬁ..'. won by slossy display, T
Much as its content. As fur '
their strategie
.mru."::.:m maov
that competi

~ about
_ well as industry structares, In
e85 and counter-moves, Svstemically aware wi

ter-moves, Systemically aware managers will not assuime

tor Jogics are the same as their vwn. In international comptition




political power may be ay important as their market

in Tn.:,:.:mpn.. competite
~v:er‘ ",
To conchude, the Systemic perspective challenges the
single model of strategy, The abjectives of strategy and the modes of strategy-
making depend on the strategists” social characteristics and the social context
within which they operate. From this peespective, the Classical approach emerges
ir originated in just two large American

universality of any

as culturally highly specitic atter ail,
companies, 1a Pont and Geuneral Motors, controlled by a single family duriny the
19205, [t may work well in certain contexts, and often the appearances at least of
Classical rationality mav be required anyway, but it will not translate everywhere,
Tos insist on 2 sacially alien torm of strategy-making - whether in a Japanese keiretsu
or a patriutic American business — is ta court disaster. Moreover, o assume that
YOur competitors or customers operate ac ording to the same madel of strategy
as vourself risks substantial strategic miscaleulation. A state-backed Chinesc
enterprise oF a growth-oriented muanageriaily controlled rm will not respond to
competitive signals in the same way as a Classically run business; and, in any stand-
off with an Angle-Saxon profit-maximizer, both are likely to hold out much longer.
The main message of the Systemic perspective, then, is that strategy must be

sociologically sensitive.

Coneclusions

The four approaches to strategy introduced in this chapter ditfer widely in their
advice to management. The Classical school confidently preseribes a rational,
dutached and sequential approach, offered as a universal norm, The Evolutivnary
ves are more cautious, vach sceptical of strategists’

and Processual perspecti
in this rational hierarchical way. For

capacity to direct strategy etfective
Evalutionists, environmental change is typically too fast, too unpredictable and too
:cm...mgnmr_m ta .w::n:r:.... and pre-empl; their advive is to concentrate on L.d..ﬂc.n_uw
viability while trying to keep optivns open. Processualists doubt whether cithe

organizations or markets work with the ruthless efficiency that Classicists and
Svotutionists respectively claim, and incline therefore towards paticat strategies of
nt andl cuttivation of core competences, Finally, Systemic

incremental adjustme )
theorists take a more relativistic stance, insisting that both the ends and means of

strategy depend on the character of prevailing social systems, and that theretore
vven the hyper-rationality ot the Classical school mav be appropriate in some social
contexts  but only some.

The main characteristivs of the tour approaches are summed up in Table 2.1,

Far the Classical school, strategy should be furmal and explicit, its objective unam-
_im.zccv, 1_.554 naxbmization. Evolutionists %@535:.4 agree on the second part - tor
high profitabitity is essential to survival - but regard efforts to secure this through -

extravagant long-term strategies as so much futile distraction, Efficiency is the
Evelutionists” watchword. Processual theorists too dismiss Cla

-at Formality,

seving s 2ov as ‘crafted’ its ,

trpect, it whore Boscomis ok ey ant 83 ofen oy crcrging i
rerope ! ssualist Gnohg nw;:c:p_:ﬂ Systemic analyses
search for other rationalities: for them *de .
in particular social systems, and their
rational according 1o the criteria of the

. modes of strategy arc deeply embedded
processes amt objectives may be pertectly
locally dominant groups. ’

The main focus of cach of thes
- The main tocus of cach of these approaches varies accordingly. For the
Classical school, success it i
, quality
and caleulation. The Processualists are inward-

: ar failure #s determined internally, through the
of managerial _urwsnu.:m. analy y iy

looking oo, concerncd with political bargaining processes the adjustment of
managerial cognitive biases and the building of core skills and competences. The
two other approaches emphasize the external. Evolutionis

, . : the determining
i : els M rini
_“:._.x." ot markets, and the Darwinian processes of natural selection xf:,::w
theorists srgue that, te understand what is reatly £oing on within the uryanization
¥ going R

and amongst competitors, the strategist must be sociologicaily sensitis

Table 2.1 The four perspectives an strategy

Classic Processual Evolutionary Systemic
Stracegy Formai Crafy i
‘ ted Efficient d
Rationaie Prafit maximization  Vague Survival mm_nwwanaa
Focus Internai {plans) internal External {markews)  External
{politics/cognitions) {societ
N les ocieties
”_‘omm“_mmm >=wmv\n_nw_ Bargaining/learning  Darwinian Social w
XQ.. in ﬂﬂm:nmm Econcmics/military Psychology Economics/biology Sociolagy
ey authors M:Ea_mn Ansoff; Cyert and March; Hannan and Granovetter;
orter Mintzberg; Freeman; Whitlay '
Pertigraw Williamson
Emergence 1960s 19705 1980s 19905

Table 2.1 alsu associates cach approach with the particular decades of their

emervence (of A o of ! 4 . i

4 r_w..pswn (cf. Mintzberg et al. 1998). The Classical approach, with its emphasis

h»s planning and analysis, had its hevday in the 1960s, 4 time
Merican ec Cical i ; .

o W_Q“._ economic and technological confidence. Faith in planning was dented
arc . N . y 3 5 B ’ )

hard ¥ the largely unforeseen oil shovks of 1974 and 1979 (Wilsun 1990

tae field open for both the u

ol steady growth and

o Shocks of 1974 . ?a&.:m

Evolutions st ey jnrvw_..,_.u. .iwﬂ.v on bounded rationality amd the

A i .rﬂ orces. W«a_::c:pw.« argunients gained stifl greater
: € with the popularity of frec-market veonamics during the 1980x

The most recent arrival is the § ) A

firms have always differed j o oystemie approach to strategy. Although
b vs dittered in their objectives and contexts the closing of the

entieth century and the ! preciatc
fdifference, The ¢
SIMunist Sov

apening of the new have forced 2 sharper appreciation
. nd to the stark opposition between capitalist America and the
N __nrn _wwwp. ruu.&,_cz.qﬂ_ a more H:.r...:n.n.rm. appreciation of the ditferen

rRet economies and the ricl variety of thuir linkages with the vest of

22y, The former oo i i
¥ TREr communist eeonomies have themselves bred a wiele variety
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of capitalisms - from the wild Mafia capitalism of Russia to the deliberate ‘red
capi'ralismy of China. The dramatic successes and ocecasionally equally dramatic
failures - of Asian economics have drawn attention to the very different social
structures that underlie their business systems. Even in the West, privatization has
brought into the economic sphere organizations that must compete, yet which also
operate with complex social and econemic motives and rely upon many non-
market resources. The pmﬁt-maxinﬁzing entrepreneurs and competitive markets
of the textbooks are not the only reality with which strategists must contend.
Compctiti\-’e strategy in tompiex cnvironments requires a S}-‘stemic sensitivity to
the diversity of contemporary economic practices,

.
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