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Chapter 1
Introduction

1.1 BACKGROUND

In the field of organizational theory a special branch has emerged,

referred to sometimes as action research, sometimes as intervention

research and sometimes as process consultation. The most outspoken

representatives of this kind of research normally have an explicitly

behavioral approach, as for example Argyris (1970 and 1974), Bennis

(1966) and Schein (1969). Others, such as Beckhard (1969) and

Lawrence and Lorsch (1969), lean somewhat more towards an admin

istrative point of view.l / But all of them see the researcher

taking far more active a part than is ideally postulated in the

classical positivist philosophy of science. The role assigned to

the researcher according to the classical view is that of a non

intervening observer: The influence of the researcher on the

phenomena that he studies should ideally be minimized and held

constant and controlled during the observation process. The role

of the researcher in an intervention study on the other hand con

sists both of observing and of intervening: The object of inter

vention research is not only to gather knowledge but also to in

fluence and help, and these dual objectives will, of course, give

rise to specific advantages and problems (cf. chapter 7 and

appendix III).

!/ Cf. appendix III and chapter 7.
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The usual background to an intervention study is that an organiza

tion is aware of the existence of certain problems that its own

members do not feel capable of handling. The empirical background

to the present study was my engagement as consultant to an insurance

company (including the main organization and its member companies).

My mission, briefly, consisted of helping a group of executives to

formulate a market strategy for the organization and its member

companies. As I had been working for some time on the theoretical

aspect of problems of strategy and strategy formulation. I arranged

my consultant contract to include the possibility of my conducting

scientific research within the assignment. For several reasons it

seemed natural, from the very beginning of the research project,

to use an interventionist approach. First, my double role as con

sultant and researcher encouraged me at different stages to make

my values explicit regarding various features of the job. It also

encouraged me to develop a model of interaction to use in the

research. Secondly, the interventionist approach was (and still is)

a fairly new research method and I was interested in gathering

more knowledge about it.

As I mentioned above" most researchers who have reported on inter

ventions in organizations have a psychological or socia-psychological

frame of reference. My frame of reference stems rather from organi

zational theory, business policy and marketing. The probl~m treated

in this book is not so much the changing of internal ongoing pro

cesses (as, for example, in Argyris 1974); instead it is to help

top executives towards a better uRderstanding of the relations

between their organization and its environment. An underlying assump

tion throughout this book is that the top executives in an organi

zation are those with the best knowledge about that organization

and about its environment, and that an external expert interventionist

will not be able to add much to this knowledge. However, the execu

tives may have difficulty in analysing their own problems, because

of "organizational and market myopia"; they may be unfamiliar with

certain analytical tools that could help them to a deeper under

standing of their organization and its environment. They may also

find it difficult to express their views to each other, because

these may differ in some ways from the views generally held in that

particular organization.
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In the present study the problem under review is strategy formula

tion. The empirical object of the study is a group of executives

in an insurance company who were faced with the problem of formu

lating a strategy. When I began work on this project there were

very few published studies in the field of task intervention (cf.

appendix III) and none of them dealt with strategy formulation

or pOlicy formulation. Thus, I could not fall back on similar

research for guidance and had to develop my own model of inter

vention and my own models of diagnosis. The model of intervention

(cf. chapter 7 and appendix III) is a normative, verbal 'description

model. The models of diagnosis (cf. chapter 6) are conceptual

models with an explicitly causal form. The concepts of causal model

and causal relation are not used in their most rigorous sense in

this study. Instead, they should be interpreted as probable and

interimistic relations between two phenomena where the direction

of influence and the loading of that influence are made explicit,

but where the possible existence of causal loops, intervenin~

variables and the exact degree of influence are not determined. The

purpose of these causal models of diagnosis is to give me (the

interventionist) useful information for deciding intervention actions.

1.2 PURPOSES OF TaE STUDY

The main purposes of this study (except that of helping the client)

are (1) to enlarge the ~mpirical applicability of intervention

met.OQds and (2) to giv~ new insights into the nature of strategy

fo~mylatiQn by using ~ethods that have formerly been used mainly

to §tudy ~nd to incr~ase effectiveness in group dynamics.

The f~ll@wing subpurposes are related to the above main purposes:

(3) T@ inq~ire into the nature of corporate strategy and

§trategy formulation (cf. chapters 2 and 3).

Cb) Tg develQp conceptual models of the strategy formula

tipp group ~nd its environment appropriate to the prese~t

gase (part II) (cf. chapters 4 and 5).
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(c) To integrate the models discussed under points a and b into

a model of diagnosis for an interventionist/researcher en

tering a strategy formulation process (cf. chapter 6) as

the one described here in part II.

(d) To develop a model for my own intervention activities and

a conception of intervention appropriate to intervention

in a strategy formulation process as the one described

here in part II (chapter 7 and appendix III).

(e) To describe and analyse the case during which and for which

the models under b to d were developed (cf. chapters 8, 9,

10 and 11).

1.3 PLAN OF THE BOOK

Part one (chapters 2, 3, 4, 5, 6 and 7) is devoted to the development

of a frame of reference and a model for my intervention in the actual

case.

Part two (chapters 8, 9, 10 and 11) contains a description and analysis

of the case during which and for which the models in part I were de

veloped.

The book also contains three appendices. Appendix I describes in more

detail the research techniques used to diagnose structures and pro

cesses in the case under review. Appendix II presents a timetable

for the entire intervention process. Appendix III is entitled "A Review

of Intervention Theories" and contains an analysis of some of the

intervention approaches that have been used by other interventionists.

/
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Part I
Introduction to Part I

Part I of this book is devoted to the development of a frame of

reference and models for intervention in a strategy formulation

process.

In chapter 2 the concepts of strategy, strategic planning and

strategy formulation are discussed.

Chapter 3 is devoted to the relations between an organization's

structure, its environment and its chosen strategies.

In chapter 4 an organizational frame of reference for strategy

formulation is developed on a basis of models and empirical

findings in different branches of organizational theory.

In chapter 5 the relations between the organization and its en

vironment are further discussed.

Chapter 6 summarizes the structural properties of the organization,

its environment and the strategy formulation group likely to exert

an influence on the strategy formulation process. Further the

character of such a complex group decision process is analysed,

and the probable direction of influence from the structural pro

perties mentioned determined.

Chapter 7 is devoted to intervention as a research method, and to

ways of increasing efficiency in living systems. A model is

then developed for intervention in a strategy formulation process,

such as the one described in the previous chapters.

2-Asplund
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Chapter 2

Corporate Strategy and Strategy Form.ulation

2.1 REASONS FOR THE GROWING INTEREST IN
STRATEGIC ISSUES IN MODERN CORPORATIONS

Since the 1960's the top-level world of the business corporations

has been showing a growing interest in what is generally called

strategic behavior, corporate strategy or something similar. The

focus of interest has changed from operations (short-term deci

sions with limited implications) to strategies (long-term deci

sions that involve the whole organization). There are several

reasons for this development and, without claiming to make an

exhaustive survey of these factors, I will briefly discuss a few

that seem to be of particular importance.

Technological development has favored large-scale production, and

large organizational units have been able to increase their effi

ciency as a result of an advanced information technology. The

development of large organizational units has led to oligopolistic

structures in a growing number of industries, and these structures

have tended to increase the interdependence between competing firms.

In order to expand on new markets or to protect old ones, the firms

try to find some parameter of competition other than the traditional

parameters of price, product or sales promotion. Examples of such

parameters are: contacts with or control of strategically important

resources, sales channels or various ideological institutions. These

parameters are of a strategic nature in that they are used to mani-

pulate the very conditions of competition themselves, rather than

to exploit the present competitive position through price, product

or promotion activities.
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Many firms find that consumer demand is less predictable than it

used to be, because more and more commodities are now available

to satisfy the same consumer needs. At the same time the cost of

product development has increased because technology is more COml

plex. To adapt to these conditions, firms try to gain control of

consumer markets and certain strategically important resources.

The nature of big complex organizations also tends increasingly

to turn the attention to strategic thinking. The large modern

corporation often represents a bigger system than many single

countries in the last century; some are even bigger and more

powerful than many countries of today. In these great mature cor

porations with their extensive projects, certain modes and norms

develop which involve domination in particular social and techno

logical fields rather than simply the selling of specific products

to the customers. A huge organization often lives in competition

with other huge organizations, as discussed above. This competition,

however, is not restricted to one or a few commodity markets;

rather it is competition in a myriad dimensions. Modern oligopoly

is not restricted to specific industries or markets. Government

agencies may compete with a steel manufacturing company, churches

with show business, universities with newspapers etc. The

significant characteristic of the large modern organizations is

not only their multidimensional interdependencies but also their

awareness of interdependence.



2.2 WHY STRATEGIC PLANNING HAS BECOME AN IMPORTANT
AREA OF RESEARCH IN THE FIELD OF MANAGEMENT

Applied research in the managerial sciences has emphasized

the development of efficient methods for short-term decisions.

Operations research, economic psychology, planning and control

systems are all geared to promoting efficiency in operating pro

cedures. For the reasons described in the previous section, the
\

development of analytical instruments to cope with strategic

problems seems to be an increasingly urgent matter.

In view of the need for strategic planning in modern oligopolistic

structures, the analytical tools available for solving such prob

lems appear to be far from adequate. On the other hand, there

seems to be an abundance of fairly well developed methods and

models for increasing short-term efficiency (except perhaps on

the human side of enterprise). Thus it seems evident that a large

proportion of present-day management research should be devoted

to problems of corporate strategy. This is a domain where creative

research could generate new efficient techniques and models, which

in turn could add substantially to the efficiency of behavior in

organizations. However, although the field is a virgin one

some important research has already been done.

2.3 STRATEGY AND STRATEGIC PLANNING
AS ANALYSED IN RE~ENT RESEARCH

When I discussed corporate strategy in the preceding sections, I

was referring to the overall, long-range behavior of an organiza

tion vis-a-vis its environment. This general definition of the

concept of strategy is agreed upon, by and large, among the

various writers who have contributed to this field of research.

However, there are substantial differences when it comes to the

more exact meaning of the concept. I will discuss below some of

these differences, and will try to see how they vary with dif

ferent analytical approaches.
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Ansoff (1965) makes, as his subtitle suggests, nan analytical

approach to business policy for growth and expansion". He is

concerned to provide executives with tools for the formulation

of business strategies. He finds it consistent with his purpose

to classify decisions as strategic, operating and administrative.

He also divides subgoals and goal formulation in a very clear-cut

way, and finally arrives at a view of strategy formulation as a

process in which the evaluation of synergies!1 plays a dominating

role.

By searching out opportun1t1es which match its strengths the
firm can optimize the synergistic effects.
(Ansoff, 1965; p. 91)

Components of strategy, according to Ansoff, include first of all

the vector co~ponents of Product and Mission as illustrated in

figure 2:1 below.

AMission Present Future

Present Market Product
Penetration Development

Future Market Diversifi-
Development cation

Figure 2:1 Growth Vector Components (Ansoff , 1965; p. 109)

He continues his analysis by stating that:

The triplet of specifications - the product-market scope, the
growth vector and the competitive advantage - describes the
firm's product-market path in the external environment.

(Ansoff , 1965; p. 110)

11 By synergy is meant "2 + 2 5" effects.
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A fourth specification - existence of synergies - constitutes

together with the first three specifications the "components of

strategy".

A similar view of strategy is preRented by Katz:

Corporate strategy refers to the relationship between an enter
prise and its environment. Strategy has two aspects. Strategic
posture (or position) refers to an actual relationship between
enterprise and environment at a specific point in time. Strategic
plan refers to an intended future relationship; the plan con
sists of a set of corporate objectives and the proposed con
ditional action steps to be taken in order to reach those objec
tives.
(Katz, 1970; p. 195)

Katz sees the

total enterprise ••• as consisting of:
(1) a network of members, operating
(2) an aggregation of resources, within
(3) a competitive environment.
The particular configuration actually existing among these
three elements at a point in time is what we mean by an enter
prise's strategic posture •••
For purposes of identifying, describing, evaluating and planning
those configurations among the enterprise's environment, re
sources and membership which define strategic posture and stra
tegic plan, we need a few simplified concepts which relate to
gether the fundamental categories of observable data. We pro
pose three basic component elements: scope, specifications
and deployments.
(Katz, 1970; pp. 195, 196, 197)

Scope is defined by Katz in terms of markets and customers served,

types of products, and basis of competition. By specification Katz

means some criteria that can be utilized for the description and

evaluation of company performance. Desired objectives can also be

established for each parameter and those objectives "become a basis

for planning the future activities of the enterprise". Those criteria

are:

(1) Present size and past rate of growth
(2) The share of present market(s) and its historical

rate of change •••
(3) Its present degree of profitability (or other measure

of effectiveness) •••
(4) The range of its future life expectancy.
(Katz, 1970; pp. 200-201)
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The third component presented by Katz is the "deployment of the

company's resources". By this Katz means "the relative allocation

of funds, facilities, equipment, manpower and management attention

among the company's various activities".

Katz argues that he can describe the present strategy by using

present scope and deployments. He further argues that he can

evaluate the present strategy by comparing the specifications

with those of competitors, with pre-established goals or with

some other efficiency criteria,. For the strategy to be workable

it should, according to Katz, be specified in (1) competitive

advantages, scope and specifications, (2) the strategic variables:

market policy, product policy, distribution policy, pricing

policy, financing policy, investment policy and key personnel

placement policy, and (3) a timetable, a funds flow and a manning

table. (Katz, 1970; p. 357)

Ansoff's analysis strongly stresses the product-market mix and

the possibilities of taking advantage of existing or potential

synergies. Katz presents a view where the scope can be expressed

in the same terms as in Ansoff's product-market mix, but he lays

greater stress on the rules of priority between different oppor

tunities and points out the necessity of explicit decisions on

performance specifications. Further, Katz puts more emphasis than

Ansoff on policies and timing. Other differences could also be

mentioned but are of minor importance.

However, there are also some striking resemblances in their

approaches. They both see exploitation of competitive advantages

or synergies as one of the fundaments of an efficient strategy,

and they give us rules for seeking these competitive advantages

or synergies.

Andrews (1971) is another researcher who has had a substantial

influence on the way in which many researchers and executives

look upon corporate strategy. He sees corporate strategy as

the pattern of major objectives, purposes or goals and essen
tial policies and plans for achieving those goals, stated in
such a way as to define what business the company is in or
is to be in and the kind of company it is or is to be.
(Andrews, 1971; p. 28)



He further states that:

It is important only to remerrIDer that the 'choice of goals and
the formulation of policy cannot in any case be separate de
cisions.
(Andrews, 1971; p. 30)

So far Andrews presents a view of corporate strategy that fairly

closely resembles the views of Ansoff and Katz. However, he also

argues that

the personality of firms like Polaroid, Xerox, Control Data,
IBM, ITT, LTV and General Motors clearly reflects aspects of
company and management intent that are manifested only parti
ally in such activities as research expenditures, choice of
product line and recruitment and development of organization
members.
(Andrews, 1971; p. 30)

Compared to Ansoff and Katz, Andrews presents here a more complex

view of what strategy is. He indicates that the strategic in

tentions cannot be expressed entirely in clear-cut policy terms

and he also states that

the determination of strategy also requires consideration
of what alternative is preferred by the chief executive and
perhaps by his immediate associates as well, quite apart from
economic considerations. Personal values, aspirations, and
ideals do, and in our judgement quite properly should, in
fluence the final choice of purposes. Thus, what the execu
tives of the company want to do must be brought into the
strategic decision.
(Andrews, 1971; p. 30)

13

Thus Andrews' approach to strategy and strategy formulation brings

human beings into the picture. However, Andrews' view could hardly

be described as behavioral. He does not seek an answer to the

question of, why the values of top management develop in a certain

way, nor does he discuss the complexities of the relations between

members of top management and how these affect the way in which

individual values or cognitions are integrated. Strategy as pre

sented by Andrews is still viewed as a manifest and/or planned

"emergent behavior"!/ of the whole company. His analysis is geared

to the organizational level, as were those af Ansaff and Katz.

In the present book the strategy formulation process will be

studied at management group level, and the approach is largely

behavioral.

l/ The term emergent behavior is used by Carzo and Yanouzas (1967)
to describe the identifiable behavior as a net result of a
multitude of behavior components in different subsystems.
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2.4 SOME CHARACTERISTICS OF THE STRATEGY FORMULATION
PROCESS AS ANALYSED IN THIS BOOK

By corporate strategy I mean the planned overall, long-range be

havior of the corporation toward different sectors of the environ

ment. I am concerned with strategy "ex ante", that is, behavior

manifested by expressed intentions and expressed readiness to act,

not with "ex post" identifiable behavior. I am concerned with

explicitly planned behavior decided upon by a group in the top

management. I am concerned with planned corporate behavior in

several dimensions and directed toward several spaces around

the organization. The environmental areas, scopes, policies,

timings etc., that are regarded by the top management group as

strategic, are part of their corporate strategy.

In this study I see the strategy formulation process from two

angles. One is the problem solving (task accomplishment) angle

and the other the group dynamics' angle. I have focused on the

processes by which the group members:

(1) perceive and evaluate characteristics of the environment and

of the organization,

(2) integrate their respecitve cognitions and evaluations and

(3) decide which domains in the environment the organization

should exploit, control, develop contacts with, or avoid,

and what means should be used to implement the decisions.
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2.5 EFFICIENCY OF A STRATEGY FORMULATION PROCESS

Whether or not a process is judged to be efficient will depend

on the point of view from which the particular problem is being

analysed. The problem is generally formulated in terms of input

into the process and output from the process. Output is then

related to input, and efficiency is judged by comparing the

resulting relation with similar relations in similar processes,

with some accepted standard or with some goals or objectives. In

any case output is somehow related to goals. A fundamental decision

in this context thus concerns the definitions of output and input.

A related problem concerns the length of time between measuring

the input and measuring the output. By deciding the time that

should lapse between measurements, we also define the start and

the finish of the process whose efficiency we are measuring.

A third fundamental question concerns measurability. What indi

cators of input and output are available?

The operations chosen for inclusion in a strategy are associated

with the input of resources, such as skill, labor, money, courage,

tradition, organization, good-will, land and so on. When we

determine the input to be taken into account, we also decide the

resources to which we are going to relate efficiency. Efficiency

is often measured in te~s of the return on a specific resource

that is believed to be correlated with the goals of the organization.

If we want to measure the efficiency of a strategy, how should

we reasonably define input and output? It will be remembered

that I defined strategy to be the overall long-range behavior

of the organization vis-A-vis different parts of its environment,

involving policies and timings. This makes it difficult to use

a simple input-output relation such as the relation between in

vested money and return on invested money. We will need a number

of more complex, and unfortunately less quantifiable, variables

and parameters instead.
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The time lag between input and output must be relatively long,

preferably the whole lifetime of the strategy. The intended life

span of any particular strategy will depend, for instance, on

the dynamism of the environment in which the organization oper

ates and on the thoroughgoing nature of the changes embraced by

the strategy. A further complication is that the influence of a

planned strategy on actual behavior will not be the same during

its intended lifetime due to unforeseen changes both in the

environment and in the organization.

If, as in this study, the efficiency of a strategy is to be de

termined before the strategy is implemented (efficiency of the

strategy ex ante), other ways must be sought. One is to let

certain top executives who have not participated in the stra

tegy formulation process estimate if the strategy will lead to

goal fulfillment and try to assess whether the operations indicated

in it will be practicable in relation to the resources available.

They can also be asked whether they are prepared to accept the

strategy and to do their best to implement it.

Another possibility is to examine the efficiency of the process

in which the strategy is being formulated. The idea underlying this

approach is that if we have some knowledge about the process in

which the strategy is formulated, we may also have some idea of what

type of process that produces an efficient strategy. We should

then also try to find indicators on process characteristics that

are vital for producing a process with an efficient strategy as

output - that is a strategy that will put the organization in a

favorable position vis-i-vis its environment. What is meant by

favorable will of course depend on the goals of the particular

organization.

In the next chapter I will continue this discussion of strategy

and strategy formulation and their relationship to organizational

structure and environment.
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Chapter 3
Strategy, Organizational Structure and Environment

3.1 VERBAL THEORIES AND CAUSAL MODELS

'In the previous chapter I discussed some authors' views on cor

porate strategy. In this chapter I discuss how the inter

dependencies between strategy, structure and environment can

be interpreted in some important studies in the fields of

management, microeconomic theory and organizational theory.

Although very rigid conditions must be satisfied before we can

determine that ~ causes ~ or vice versa, and for that reason

researchers often prefer to make statements in terms of covaria

tions, the human mind is often trained to think ,to a high degree

in terms of causal relations. The reader of a scientific report

stated in terms of covariations, as well as the author of the

same report, both normally have very strong convictions as to

what causes what. Most writings on the subject of environment,

structure and strategy are presented as verbal theories

and not in formal causal models and the following is my own

interpretation of how the verbal models could be causally

described.

In this chapter I try to reformulate some verbal theories into

causal modelsl /. The verbal theories concerned are not strictly
\

For an analysis method for recasting verbal theories into
causal models, compare Blalock, 1969.
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deductive theories; they are closer to the loose theoretical

type of construction that we normally meet in the social sciences.

Some writers (Burns and Stalker, 1961; Bain, 1959) divide variables

into the dependent and the independent. In my view, they thereby

describe and analyse phenomena in terms of causal relations. Other

writers (e.g. Lawrence and Lorsch, 1967) express themselves more

vaguely in terms of covariations, but still leave no doubt as

to which variables the reader should interpret as dependent and

which as independent. In figure 3:1 below I present the writers

to be discussed in this chapter, and my own interpretation and

accentuation of the causal relations between the variables in their

respective work.

I

II

III

Writer

Bain (1959)

Ansoff (1965)

Burns and Stalker (1961)

Lawrence and Lorsch (1967)

Chandler (1962

Ansoff (1965)

Variables

!!}~~E~!!~~!}~ ~~E~!!!!~!!!

Environment .. Strategy

Strategy II- Environment

Environment • Structure

Environment • Structure

Strategy .... Structure

Structure ~ Strategy

Figure 3:1 Strategy Structure and Environment as Causal Structures

First I consider the dependency relations between strategy and

environment (section 3.2). I then look at the way organizational

structure has been studied in relation to environmental condi

tions (section 3.3). Lastly I discuss how organizational structure

has been related to strategies (section 3.4).
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3.2 STRATEGY AND ENVIRONMENT

The nature of the relations between a firm's behavior and a

firm's environment can be viewed from different angles and

with different scopes. The difference in the starting-points,

for instance between microeconomic theory and modern management

theory, obviously leads to different explanations of the rela

tionship between a firm and its environment. In microeconomic

theory, answers are mainly sought to such basic questions as:

How does the firm decide which price to set and how does it

decide how much to produce and sell? Different sectors of the

firm's environment are therefore identified: factor markets,

and markets for products or services produced. The behavior of

the firm is consequently regarded as depending on demand-~upply

relations in these different markets. Modern theorists in this

field have studied business behavior empirically in different

types of markets, and have then operationalized the relevant

concepts. Bain (1959) suggests three environmental sectors:

the institutional, physical and technological environment

and argues that

every technological, institutional, geographical, legal and
pSychological characteristic of the selling firms of an in
dustry, its buyers and the framework within which both oper
ate, might be considered as a dimension of market structure.
And, in a sense, the complete "structure" of each industry, thus
coq§tructed in its myriad dimensions should in a sense fully
"explain." the conduct and performance in that industry. But
(market) structure in this sense would provide no useful ex-
planation of differences among industries in conduct and per
formance •••
(Bain, 1959; pp, 164-165)

The descriptive di.mensions that seem to influence the competitive

behavior of a ma~ket and that Bain finds most efficient are:

(a) degree of seller concentration

(b) degree of buyer concentration

(c) degree of product differentiation

(d) condition of entry to the market

(Bain, 1959, pp. 8-10)
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The dimensions of behavior that are of particular interest are:

(a) the price policies of enterprises

(b) interaction. cross adapt ion and coordination
of the policies of the competing sellers.

Different market structures and types of behavior are then evaluated

in relation to efficiency. surplus profit. excess capacity etc. With

these and related concepts, Bain evaluates the performance of an

industry in relation to the demands made by society on that partic

ular industry. Microeconomic theorists such as Bain study the inter

dependencies between firm and environment, in order to draw con

clusions about business behavior at an industrial level. Thus, micro

economic theory seems to be a tool of relevance primarily to macro

economic analysis and of limited interest at an organizational level

of analysis.

Contrary to Bain, Ansoff (1965) is concerned with business behavior

on an organizational level (cf. chapter 2). His approach is explicit

ly normative. Ansoff puts forward the firm's choice of products and

markets as the main components of its corporate strategy. The goal

structure of the firm is seen as a resolution of the diverse goal

dimensions of the firm. Profitability objectives, flexibility objec

tives and non-economic restraints together, form the cornerstones

of the organizational goal-formulation process. The next step is to

seek the strategy in an adaptive search process as in figure 3:2

below.

According to Ansoff the organization should try to reach its objec

tives by exploiting the internal strength factors. Strategy is then

the means by which the organization chooses the environment offering

the best opportunities, given the organizational strengths (and weak

nesses).

Bain gives us exact definitions of the aspects of the environment

that he regards as important to the organization's behavior. However,

Ansoff (1965) gives only some indication of what he means by environ

ment. This can be explained by Ansoff's classification of decisions

into strategic. administrative and operating decisions. He defines
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Components L
of strategy II

~
Components
of strategy

'--'

,..... E~pansion

strategy

Decision
on whether -to diver-
sify

Diversi-
.... fication

strategy

Internal

- appraisal
of the
firm

~ormulation

)f objec-
~ f-+:ives, choice

)f goals

Appraisal
of outside

I-

opportuni-
ties

Decision rules for
search and evaluation

Figure 3:2 Decision Schematic in Strategy Formulation
(Ansoff, 1965; p. 27)

these types of decision as follows:

Strategic - to choose product-market mix

Administrative to structure the firm's resources for optimum
performance

Operating - to optimize the realization of the profitability
potential with the present strategy.

(Ansoff, 1965; p. 8)

Direct dependence on existing, active environmental sectors arises

instead in connection with operating and administrative decisions.

According to Ansoff the environment of the strategic decision (not

of the firm) could be identified in terms such as the degree of

partial ignorance, the process of setting objectives, and the

existence of synergies.

Treating strategic decisions only, Ansoff does not make any explicit

environmental taxonomy. Bain describes industries and their struc

ture, behavior and performance. Among the variables that he suggests

are price and output determination; these forms of behavior can

be classified as operating decisions using Ansoff's terminology.

3-Asplund
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The structures of the industries described by Bain can be regarded

as frozen pictures. Although the taxonomy of environment of the

microeconomic theorists was constructed for use in analysis at an

industrial level, I shall return to the microeconomic environ

mental classification in chapter 5, trying to discover whether

it can serve to deepen our understanding of the strategic decision.

3.3 ENVIRONMENT AND ORGANIZATIONAL STRUCTURE

The sharply outlined frontiers between the microeconomic theory

of the firm and organizational theories have become rather more

diffuse with the growing tendency in both disciplines to focus

on interdependencies between organization and environment. Tradi

tional organization theory (e.g. Fayol, 1917; Taylor, 1911; Weber,

1924) emphasized heavily internal structures and processes

such as order lines, span of control etc. Recent reports have put

growing emphasis on the organization's dependence on other more

or less external factors. Burns and Stalker (1961) were among

the first to investigate how the rate of technical or market change

influenced the system of management. They introduced the concepts

of mechanistic and organic organizations. These two concepts are

seen as extreme points on a scale. An organization can shift its

position over a time period, and different parts of the organiza

tional system may be mechanistic or organic to varying degrees.

The mechanistic management system is characterized by precise de

finitions of rights and obligations and it has a hierarchical

structure of control, authority and communication. Further there

is a tendency for interaction between members of the organization

to be vertical, and greater importance is attached to internal

(local) than to general (cosmopolitan) knowledge. According to

Burns and Stalker the mechanistic system is appropriate to stable

environmental conditions, whereas the organic system is appropriate

in a changing environment. The organic system of management is

characterized by lateral rather than vertical directions of com

munication, and the content of communication consists of informa

tion and advice rather than instructions and decisions.
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Burns and Stalker initially tried to study the industrial concern

as a community of people at work. Even though they did not entirely

follow this research strategy (because of difficulties in dis

tinguishing social processes in the organization from processes

in the surrounding society), they used methods which had more in

common with those applied in the fields of sociology and anthro

pology than with those generally used in traditional organization

research. Burns and Stalker made no attempt to produce any a priori

classification of environmental sectors of the firm. Their defini

tions and classifications were rather the result of their fairly

unstructured research strategy. They developed a classification

of organizations into organic and mechanistic types, and they

made many perspicacious observations on various organizational

phenomena. However, as they classify environments as stable and

changing only, very broad and general conclusions about the type

and the form of dependence between the organization and its en

vironment are all that can be drawn from the Burns and Stalker

report. Lawrence and Lorsch (1967) start their analysis of the

dependence of the organization on its environment with the con

cepts of organic and mechanistic systems of management in dynamic

and stable environments. They then deepen the analysis by intro

ducing the concepts of integration and differentiation. Integration

refers to the type of collaboration between units in the organi

zation, while differentiation refers to differences in cognitive

and emotional orientation among managers in different functional

units. Further, differentiation refers to differences in goal and

time orientation, differences in interpersonal relations, and

variation~ in the formal structure between functional units of

the organization. Some of the questions raised by Lawrence and

Lorsch are:

(1) How do different types of environment influence
different kinds of organizations?

(2) Do organizations in a stable environment make more
exclusive use of formal hierarchy to achieve inte
gration?

(3) Is the state of differentiation the same in organi
zations operating in different environments?

(4) If different types of differentiation are necessary
in different types of environment, how does this
influence the integration processes?
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Lawrence and Lorsch have gone one step further than Burns and

Stalker by treating the interdependencies between organization

and environment. They emphasize the heterogeneity of the organi

zational-environmental dependencies in their analysis of the

differentiation processes. They also find it useful to classify

the environment into three sectors: scientific, market, and

techno-economic. However, they give us very little help towards

identifying these different environmental sectors. They say

for example that 'vhat we call environment is fairly self-evident

as applied to research and marketing ..... (Lawrence and Lorsch,

1967; p. 27). Although the concepts used by Lawrence and Lorsch

are far from precise, their ideas and conclusions are of funda

mental interest to the understanding of the organization and

its relations with its environment:

The plastics organization, which functioned in the most
dynamic and diverse of the three environments, was conse
quently most highly differentiated of the three high-per
forming organizations. Since this condition could create
major problems in maintaining the required state of inte
gration, this organization ••• had developed an elaborate
set of formal devices ••• to facilitate the resolution of
conflict and the achievement of integration
(Lawrence and Lorsch, 1967; p. 151)

The container organization which functioned in a stable environ

ment was less differentiated; the only means necessary to achieve

integration was the formal hierarchic structure. Both Burns

and Stalker and Lawrence and Lorsch show some interdependence

between processes in the organization and phenomena in the

organizational environment, but they only hint at some depen

dencies between strategy and organizational structure.

3.4 STRATEGY AND STRUCTURE

Does strategy follow structure or vice versa? Chandler (1962)

tried to answer this question by analysing the strategies and

structures of some big American enterprises, using a case approach.

He defines strategy as:



the determination of the basic long term goals and
objectives of an enterprise and the adoption of courses
6f action and the allocation of resources necessary for
carrying out these goals ••• The adoption of a new
strategy may add new types of personnel and facilities
••• and it can have a profound effect on the form of
organization •••
(Chandler, 1962; pp. 13-14)

Organizational structure is defined by Chandler as lines of

authority and communication, and the information and data that

flow through these lines. He also stresses that he refers to

formal as well as informal structures and processes. He further

proposes that "structure follows strategy and the most complex

type of structure is the result of a concatenation of several

basic strategies" (Chandler, 1962; pp. 14-15). Chandler argues

that the data in his investigations support the causal rela

tions proposed above. However, I argue that he could as well

have found support for other causal links. For example, suppose

that a given organizational structure sets the limits to, and

states the possibilities for, the opportunities that the organi

zation will perceive and exploit. Thus, strategy follows struc

ture. This latter causal proposal could well be illustrated by

Chandler's own analysis of how 'Du Pont' changed its strategies

(cf. Chandler, 1962; pp. 52-66).

Although we can find some evidence of dependencies and causal

links between strategy and structure, these can hardly all be

described in one and the same way. Rather, there seems to be

a set of hypothetical causal links. Certain aspects of strategy

will sometimes produce certain organizational structures; on

other occasions some aspects of a strategy may be generated by

other elements in the organizational structure. As the strategy

and structure of an organization are developed over a period

of time, and since during this time the organization communicates

at different levels with its environment, several causal

links at different levels and in different parts of the organi

zation and its environment may exist simultaneously. Thus we

have to determine which levels and functions are involved in

the strategy formulation process, and which intra- and extra

organizational communications may influence people in these

functions and at these levels.

25
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3.5 ENVIRONMENT, ORGANIZATIONAL STRUCTURE
AND THE STRATEGY FORMULATION PROCESS

In chapter 2 above. I presented my frame of reference as regards

strategy and strategy formulation. I suggested that strategy is

formulated by a group whose members perceive and react on events

in their intra- and extra-organizational environment. To be able

to understand and ultimately to control the strategy formulation

process, we must first identify the factors that influence it.

If the strategy is formulated by a group it seems rewarding to

study the processes generated their as being influenced by the

group structure. As the group members all belong to the same

organization, it also seems rewarding to study the processes in

the group as being influenced by the organizational structure.

Strategic planning helps to determine how the organization should

behave vis-a-vis its environment. It therefore also seems rewarding

to study the processes in the group as being influenced by the

structure of the environment. These suggested influences on the

strategy formulation process are illustrated in figure 3:3 below.

Group structure

Organizational
structure

Environment
structure

The Strategy
Formulation
Process

Figure 3:3 Structural elements influencing th~ strategy
formulation process

In the following two chapters I will try to discover which struc

tural elements - in the group, in the organization and in the

environment - appear to have the most substantial influence on

the strategy formulation process and I will also discuss the

possible nature of these influences.
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Chapter 4

An Organizational Frame of Reference

4.1 INTRODUCTION

In this chapter I will develop my organizational frame of refer

ence, starting from a brief survey of the main streams of organi

zation theory. Organization theory probably means different things

to different readers. I hope that my review of some of the classic

works in this field will illustrate what I mean by organization

theory.

The chapter will also be devoted to an inquiry into the structural

properties of the strategy formulation group and of its intra

organizational environment, that are likely to influence the

strategy formulation process.

4.2

4.2.1

SOME DEVELOPMENTS IN ORGANIZATION THEORY

Traditional Theoyists

Taylor (1911) and Weber (1924) are two of the best known exponents

of classical organization theory. Taylor developed norms (rules) for

administrative control to improve productivity and efficiency in

the factory. His interest was focused on methods of planning and

control fOD specific tasks, rather than for the organization as

a whole. His ideas about the functional organization as the orga

nization type best able to exploit specialization efficiently,

have been of great importance to later disciples of the traditional

theory. Taylor also developed techniques for giving decision-making

a more scientific basis. These ideas have since been elaborated

by managerial economists and operations researchers.
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Weber discussed the idea of a perfect system of organization in which

the tasks and the authority of every organization member were

exactly defined. In this ideal bureaucracy every irrational act,

every expression of personal feelings or any informal communica-

tion was seen as a threat to the efficiency of the organization.

Important concepts in the bureaucratic model are hierarchic struc

ture, office and authority.

Both Taylor and Weber wanted to create perfect systems of manage

ment, information and control. They saw the organization as a

hierarchic structure and the object of analysis can be illustrated

as in figure 4:1 below.

ORGANIZATION

2

3

4

a,b,c and d: the prin
cipal functions 1,2,3
and 4: the hierarchic
TeVeTs

a functional unit

information, order
and control lines

ENVIRONMENT

Figur 4:1 Functions and Levels

The relation between levels and functions and the obligations,

responsibilities and tasks associated with each level and func

tion, were the issues of interest in their studies.

Later organization theorists such as Dean (1958), operations

researchers such as Ackoff and Sassieni (1968) and budgeting

specialists have elaborated the ideas initially developed by

the classical theorists, and the concepts used can still be

of interest in organizational studies geared to an administrative

point of view.
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The human relations movement to which such writers as Mayo (1945),

Lewin (1951) and McGregor (1960) belonged, opposed the mechanistic

view of organizations presented in traditional organizational

theory. They emphasized the relations between individuals and

groups, and among the more important of their concepts were

group structure and communication.

Behavioral methods were of course used to study individuals, groups,

and intra-group and inter-group processes. Most writers concen

trated on a particular problem, such as power.!/ Other writers

concentrated on structures of relations such as communication in

groups.l/ From an organizational point of view their object of

analysis can be illustrated as in figure 4:2 below.

Group A

Group B

ORGANIZATION

a human being

interaction

ENVIRONMENT

Figure 4:2 Groups and Group Interaction

The ideas of the human relation movement have been further devel

oped by psychologists and social psychologists, such as Argyris

(1970) and Schein (1969). Group processes and organizational change

occupy an important place in their studies.

~/

See for example French and Raven, The Bases of Social Power.
In Cartwright (ed.), Studies in Social Power. Ann Arbor,
Mich., 1959.

For a survey of various approaches to the study of small groups,
see Cartwright and Zander (ed.), Group Dynamics, Harper & Row
Inc., 1968.
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4.2.3 Systems Thinking

In modern organizational theories we can trace elements from tradi

tional theory and from the human relations movement. Systems think

ing seems to have been embraced by the great majority of organiza

tional theorists today, although the choice of subsystems, and of

relations between subsystems, differs according to the subject

studied and the general frame of reference of the writer. Systems

theory is not an organizational theory in itself but an approach

to analysing organizational phenomena. Berta1anffy (1956) wanted

to create a basis for interdisciplinary research into the pro

perties of systems in organizations and other groups.

A unitary conception of the world may be based, not upon the
possibly futile and certainly farfetched hope finally to re
duce all levels of reality to the level of physics, but rather
on the isomorphy of laws in different fields •••
(Bertalanffy, 1956; p. 10)

Thus, in systems theory a theoretical framework is developed for

describing general empirical relationships. For a particular

problem the system and its boundaries are often quite arbitrarily

selected. Hall and Fagen (1956) discuss this problem:

In a sense, a system together with its environment makes up
the universe of all things of interest in a given context.
Sub-division of this universe into two sets, system and
environment, can be done in many ways which are in fact quite
arbitrary. Ultimately it depends on the intentions of the
one who is studying the particular universe as to which of the
possible configurations of objects is to be taken as the system
(Hall and Fagen, 1956; p. 48)

There is also the related question of which subsystems, structures

and processes to select and describe.

In the systems and subsystems we can distinguish between structures

and processes. By structure is meant relations between components at

a particular moment; by process is meant the development of a phenomenon

over a period of time.
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Carzo and Yanouzas (1967) identify three subsystems as being of

general interest in describing the behavior of an organization:

technical, power, and social subsystems. In these systems we can

identify goals, structures, processes, roles and norms. The inter

action of the three subsystems results in what Carzo and Yanouzas

call "emergent behavior".

What in effect happens is that the technical, social and
power forces interact and through interaction new patterns
of behavior emerge which are separate from, but related to,
the ways of behaving and thinking that are specified or re
quired by the original systems. We call this new behavior,
emergent behavior •••
(Carzo and Yanouzas, 1967; p. 244)

Katz and Kahn (1966) identify five different subsystems as being

of interest in the analysis of the behavior of an organization:

(1) production subsystems concerned with the work that gets done,

(2) supportive subsystems of procurement, disposal and institu

tional relations, (3) maintenance systems for tying people into

their functional roles, (4) adaptive subsystems concerned with

organizational change and (5) managerial systems for the direction,

adjudication, and control of the many subsystems and activities

of the structure.

These examples may suffice to illustrate how systems thinking can

be applied quite differently in the analysis of organizational

phenomena. The general systems approach to the study of the orga

nization can be illustrated as in figure 4:3 below, where the

structural relations in the system and between the system and

its environment are described.

ORGANIZATION ENVIRONMENT

component

relations
between
components

Figure 4:3 A System and its Environment;
A Structural Description
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As I pointed out earlier, the main problem facing us in applying

a systems approach lies in selecting likely subsystems and proove

the relevance to the particular problem and identifying the nature of their

processes (intersystem processes as well as intrasystem processes).

Nonetheless I have found the systems approach useful as a general

model (especially as the concepts of the systems approach are

easily understood by different researchers) for studying the

relations between an organization and its environment. This

problem will be elaborated in the following chapter.

4.2.4 A Behavioral Theory of the Firm

In their already classical wor~ Cyert and March (1963) propose

some commitments for their research course:

"(1) Focus on a small number of key economic decisions made
by the firm.

(2) Develop process-oriented models of the firm.

(3) Link models of the firm as closely as possible to
empirical observations •••

(4) Develop a theory with generality beyond the specific
firms studied."

These commitments are the basis for their overall research

strategy, which aims at showing the assumptions of the theory

of the firm (summarized under two headings: motivational and

cognitive) to be unrealistic and empirically false.

Instead of (1) seeing the organization as an omnisciently ra

tional system (2) with the assumptions of profit maximization

and perfect information, they propose that the organization

should be regarded as an adaptive1y rational system, with the

following properties:

"(1) There exist a number of states of the system. At any
point in time, the system in some sense "prefers"
some of these states to others.

(2) There exists an external source of disturbance or
shock to the system. These shocks cannot be controlled.
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(3) There exist a number of decision variables internal to
the system. These variables are manipulated according
to some decision rules.

(4) Each combination of external shocks and decision variables
in the system changes the state of the system. Thus given
an existing state, an external shock, and a decision, the
next state is determined.

(5) Any decision rule that leads to a preferred state at one
point is more likely to be used in the future than it
was in the past; any decision rule that leads to a non
preferred state at one point is less likely to be used
in the future than it was in the past."

(p. 99)

The model of the organization as an adaptive system is my starting

point, but I cannot use the concepts proposed by Cyert and March

exclusively, chiefly because I have used a different methodo

logical approach.

4.2.5 Differentiation and Integration

Like Cyert and March (1963), Lawrence and Lorsch (1967) have

chosen an organizational level of analysis. They follow the tra

ditional theorists in focusing attention on differentiation and

integration, but argue that differentiation is something more

than specialization and that integration is not efficiently

achieved simply through the hierarchy structure as claimed by

the traditional theorists.

Lawrence and Lorsch suggest that differentiation has five dimen

sions:

"(1) Differences among managers in different functions in
their orientation towards particular goals.

(2) Differences among managers in different functions in
their time orientation.

(3) Differences among managers in different functions in
their interpersonal orientation.
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(4) The variation of formality of structure of different
functional units.

(5) The difference among managers in different functional
departments in their cognitive and emotional orien
tation."

Integration is defined by Lawrence and Lorsch as:

"-the quality of the state of collaboration that exists
among departments that are required to achieve unity
of effort by the demands of the environment."
(Lawrence and Lorsch, 1967; p. 11)

Lawrence and Lorsch further suggest that integration is not

achieved through the chain of command; rather, conflicts that

arise as a result of the differentiation of functions must

be solved by special mechanisms to achieve effective integra

tion. In their critical view of traditional organization

theory they argue that:

"Because of their (the traditional theorists) notation
that the process of achieving integration is mechanical
and entirely rational the early writers ignored the feel
ings and emotions connected with the achievement of orga
~izational collaboration."

(Lawrence and Lorsch, 1967; pp. 12 and 13)

They go on to point out that the human relations movement

stressed the conditions of interpersonal relations necessary

to create effective collaboration. They accept that openness

leads to a climate of trust, and that conflict must be faced

and brought out into the open if collaboration is to function

satisfactorily.

They conclude from their empirical investigation that it takes

a high degree of differentiation for an organization to be
~

efficient in a dynamic environment. And if the degree of dif-

ferentiation is high, a hierarchic structure alone cannot

achieve efficient integration. Special integrative action

must also be taken.



4.3 THE ORGANIZATION AND THE LEADING GROUP
IN THE HIERARCHIC ORGANIZATION

Both Cyert and March (1963) and Lawrence and Lorsch (1967) chose

the organization as their level of analysis. As I assume the

organization to be a hierarchic system where a group of top

executives determines the strategy of the whole, I have chosen

the group as my level of analysis. Following Cyert and March,

I regard the leading group as an adaptive system. The environment

of the group is (1) the organization and (2) the environment of

the organization. The main task of the leading group is to see

that the organization adapts to its environment. To do this the

group has the power to decide: how the r~sources of the company

a~e to be used; to whom payments are to be made inside or outside

th~ organization; what rewards, punishments, control systems etc.

they should use to eontro1 the behavior of the other members of

the organization.

If other organization members and other possessors of resources

u~ed by the organi~ation are to be made to continue to contribute

to the organization, certain rewards must be available. Cyert and

March use the term coalition for this process of exchanging pay

m~nts for resources~ They maintain that

"~ •• an organizational coalition is viable if the payments
mqqe to the various coalition members are adequate to keep
th~lll in the organization."
(Cyer~ and March, 1963; p. 36)

That is, ~he power of the leading group is restricted to such

action as will keep a coalition viable. However, the leading

group is not always restricted to keeping the same coalition

members in the organization. In fact, one of the important tasks

of the leading gro~p is to scan the environment ~or new coali

tion members who will contribute mOf'e to the organization than

they wil~ demand in the way of paym~nts, and to get rid of coali

tion memp~rs who demand payments gr~gter than the value of their

contributions.

35
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Strategic planning is one of the most important means used by the

leading group to keep the organization in a favorable position

in this respect, so that a positive balance can be maintained

between the value of the contributions of the coalition members

and the payments made 'to them for their contributions. When

elaborating the strategy, the leading group must adapt to ex

ternal conditions (intra- and extra-organizational). The group

must gain support from critical coalition members i.e. members

who control critical resources (those that are difficult to re

place). Thus, while its long-term task is to acquire new (pro

fitable) coalition members and to get rid of old (unprofitable)

ones, the leading group must also maintain good relations (in

volving adequate payments) with critical coalition members.

Thus, if the strategy formulation group is to be powerful (able

to formulate a strategy that can be implemented by other members

of the organization), its plan must include action that will en

sure favorable payments to the critical coalition members who

will read the plan.

From the point of view of the different coalition members, the

strategy formulation group is an instrument to ensure future

payments or rewards from the organization to themselves. As the

strategy will determine the scope and policies of the organiza

tion, it is of vital importance for a coalition member to in

fluence the strategy in a direction favorable to his own inter

ests. Thus the strategy formulation group can represent an in

strument for coalition members witp some common interests but

even with some that are conflicting. A strategy group in which

the members are chosen primarily as the representatives of

some coalition members or group of members, represents the kind

of group that I call a political strategy group. On the other

hand, a strategy group whose membership is based more on skill

and knowledge and that works quite independently of any parti

cular coalition member or group of members, I call a profes-

sional strategy group. I have made this distinction because

there are notable differences between the structure and pro-

cesses in political and professional groups which will be dis

cussed further in the next section. The difference may of course be

difficult to maintain but nevertheless I find it useful to my

purposes to make this distinction.
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4.4.1

THE STRATEGY FORMULATION GROUP

Different Kinds of Groups
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Krech and Crutchfield (1948) discuss in the following way what

a group is:

"A group does not merely mean individuals charact@rized by
some similar property. Thus for example a collection of
republicans or farmers or negroes or blind men is not a
group. These collections may be called classes of people.
The term group on the other hand refers to two or more
people who bear an explicit psychological relationship
to one another ••• "

(Krech and Crutchfield, 1948; p. 230)

They stress the explicit psychological relationships among the

group members. However, the character of these relationships

may be of very different kinds in different groups. Fiedler

(1967) has treated this problem by classifying groups into

types. As a first step he distinguishes between task groups,

social groups and therapy groups. All strategy formulation

groups are obviously task groups according to his classifica

tion. Task groups are further classified by Fiedler into:

interacting, coacting and counteracting groups. The inter
acting groups require close coordination of several team
members in the performance of the primary task. The co
acting groups also work together on a common task. How
ever, each of the group members does his job relatively
independently of other team members. Counteracting groups,
on the other hand, consist of individuals who are working
together for the purpose of negotiating and reconciling
conflicting opinions and purposes. (Fiedler, 1967; p. 90)

A professional strategy formulation group can in some cases be

a group where each member works independently of the others

(a coacting group), but if the organization is differentiated

and is working in a dynamic environment, the integration task

is probably so complicated that an interacting task group is

required.

Using Fiedler's classification, a political strategy formulation

group is a counteracting group.

4-Asplund
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The interacting task group is classified by Fiedler into several

subclasses. Fiedler distinguishes three important dimensions as

a basis for the classification of task groups: (1) power of the

leader-position, (2) task structure and (3) 1eader-member rela

tions. This classification of group-task situations can be illus-

trated as in figure 8:1.

Leader-Member Task (Leader)
Relations Structure Position Power

I Good High Strong

II Good High Weak

III Good Weak Strong

IV Good Weak Weak

V Hoderately poor High Strong

VI Moderately poor High Weak

VII Moderately poor Weak Strong

VIII Moderately poor Weak Weak

VIII-A Very poor High Strong

Figure 8: 1 (Fiedler, 1967)

According to Fiedler, different leadership styles generate dif

ferent kinds of efficiency depending on the characteristics of

the group. The decision style, the problem-solving styles, and

so on, will differ in a similar way. It is therefore worthwhile

looking at the specific characteristics that seem to be of in

terest in describing a strategy fo~mulation group. Fiedler (1967)

states that:

"Teams which have both an unstructured task and leaders with
high position power are relatively uncommon in everyday
life. An unstructured task seems to call for permissive,
nondirective leadership. Most unstructured tasks require
a creative effort on the part of the group's members: the
group is asked to solve a problem, to develop a new policy,
to make a decision which will benefit the larger organiza
tion, or to propose a new course of action. These types of
tasks require an environment in which the group members can
feel at liberty to participate in the deliberation by making
suggestions, criticisms, evaluations, and by engaging, as
it were, in vicarious trial-and-error learning. This, as
Osborne (1962), Parnes (1962) and others have pointed out,
requires the freedom provided by a nonthreatening environ
ment in which one can explore ideas which may seem offbeat
and even, after further thought, foolish.
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Such an environment is easier to establish in a group in
which the leader position is weak than in one in which it
is strong. It is generally difficult for the group member
to determine in advance whether his suggestion or comment
related to an unstructured task will sound appropriate or
inappropriate, wise or foolish, to the leader. The group
member will, therefore, hesitate to voice his opinions if
his career and future advancement depend on the leader's
opinion of him ••• "
(Fiedler, 1967; p. 96)

As Fiedler points out, the policy making, or in this case strategy

formulation, is a complex task which requires a high degree

of creativity and freedom among the group members. I find it

reasonable to conclude from Fiedler that in a professional strategy

formulation group, the power of the leader-position should be low,

and leader-member relations should be informal and open if the

group is to perform efficiently in its task.

Fiedler's insistence on leader-member relations in the task group

is explained by his area of research: leadership styles and effi

ciency in different types of groups. As my area of research is

strategy formulation, I cannot be content with the structural

group characteristics of leader-member relations only. Other aspects

of group member relations as for example power or positions could

also be of importance. It seems, however, difficult to state gen

erally which of these aspects of group-member relations to choose.

The case under review must be the guide in this respect.

I further suggest that the five aspects of differentation used

by Lawrence and Lorsch at an organizational level can be used in

a meaningful way at the ~roup level. My chief justification is

that differentation in a group as well as in an organization will

have an influence on the group's capacity to account for

different aspects of a complex phenomenon.

Following Lawrence and Lorsch, I suggest that differentiation

also on the group level comprises differences in (1) goal orien

tation, (2) time orientation, (3) interpersonal orientation,

(4) cognitive and emotional orientation, and (5) variation of

formality of structure. (My operationalizations of these variables

are of course somewhat different from those originally proposed

by Lawrence and Lorsch. See appendix.)
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As well as leader-member relations and degree of differentiation,

another important structural property of professional strategy

formulation groups consists of the resources available. One such

resource is knowledge about the organization and its environ

ment, and knowledge of planning techniques. In this book I refer

to resources of this kind as immaterial resources. Material re

sources such as time and the budget allotted by the group will

also be important.

It is not the purpose of this study to analyse the political

strategy formulation group; however, it is important for several

reasons to look at some of the characteristics of such groups.

The chief of these reasons is that in many firms the group that

formulates strategy represents one or two shareholder groups or

one group of shareholders and one group of employees. Quite

often there are also one or more customers well enough organized

and sufficiently powerful to be represented in the strategy

formulation group. In this kind of strategy formulation group

the study of leader-member relations and degree of differentia

tion is unlikely to be particularly rewarding. In cases like

this I suggest that it is more fruitful to analyse the goals,

expectations, deterrent potential and the bargaining power of

each group mernber, and the structure of common and conflicting

interests between the coalitions (members) that they represent.

The political strategy formulation group will not be discussed

further in the present study, but it seems worth stressing that

a political strategy formulation group is a counteracting group

(according to the classification in Fiedler, 1967), and that

negotiation theories are better adapted to such groups than the

models of group decision-making which will be discussed here.

(For an analysis of structures and processes in bargaining

situations, see e.g. Schelling, T., 1960.)
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4.5 THE STRATEGY FORMULATION GROUP AND ITS
INTRA-ORGANIZATIONAL ENVIRONMENT

The strategy formulation process will be affected by various

structural properties of the organization in many ways. In the

present context I will limit myself to some only of the pro

perties likely to influence the process.

The body of information available to different group members

will be affected by the degree of formalization in the organi

zation. If this is high, group members will have access to in

formation of the same quality. It will probably also be easier

for them to communicate the facts underlying any personal beliefs

and convictions in a pragmatic way.

The number of angles from which the group must consider organi

zational goals and competences will be affected by the degree

of differentiation in the organization. If it is high, strategy

formulation becomes more complex; if it is low, strategy formula

tion will be simpler.

The amount of resources the organization is prepared to put into

long-range planning activities will probably depend on (1) what

resources the organization actually has at its disposal and (2)

the previous level of success in the organization. It has often

been observed that executives in successful organizations start

to feel so secure that they fail to see what is happening in the

environment and do not foresee environmental threats. However,

this danger is fairly easy to control if a formal system of long

range planning is applied. A more serious shortcoming in a strat

egy formulation group can be an inability to concentrate on strat

egy formulation because of lack of resources.

In the next chapter I will discuss the extra-organizational en

vironment of the strategy formulation group.
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Chapter 5

The Environment of the Organization

As we have seen in the discussion in chapter 4. there is no

point in trying to analyse business behavior. whatever its

nature. without trying to clarify the influence that the en

vironment has on the organization and vice versa. In this chap

ter I want to develop my model of the organization's environ

ment. which I can then use to describe various important rela

tions between the organization and its environment that affect

the strategy formulation process. In discussing environmental

problems my frame of reference includes traditional economic

theories as well as some exponents of modern systems theory.

I will first give a brief account of these cornerstones before

developing my own environmental model. (Compare also the dis

cussion concerning the relations between strategy. organiza

tional structure and environment in chapter 3 above).

5.1 CLASSIFICATION OF ENVIRONMENT IN lUCROECONOMIC THEORY

In microeconomic theory the environment of the firm is classified

in terms of different markets. e.g. labor market and capital

market. These different markets are identified by the kinds of

transaction performed in them. The individual firm plays dif

ferent roles on different markets. Normally it acts as buyer

on the capital and labor markets. and as seller on the markets

for the goods and services that it produces or stocks. The be-
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havior of the firm depends on the particular supply and demand

relations on the different markets in which the firm operates.

The supply and demand relations are in turn determined by the

relative scarcity of the goods supplied and demanded, by the

number of buyers and sellers, by prevailing preferential con

ditions and expectations about the future.

The market structure of a particular market can be classified

as monopoly, if there is only one seller; as oligopoly, if

there are a few sellers; and as polypoly, if there are many

sellers. Correspondingly a market with only one buyer is classi

fied as monopsony, one with a few buyers as oligopsony and one

with many buyers as polypsony.

The classification has been constructed to shed light on the

action that competing firms may be expected to take vis-a-vis one

another, and on the price and output that can be expected under

various market conditions. Thus the purpose of the microeconomic

classification is not to provide a (total) picture of one indi

vidual firm and its situation, but to describe the behavior bet

ween (interdependent) sellers. The system studied is the industry,

and the firm is seen as a component in this system.

As I argued in chapter 2, in modern western economies the oligo

polistic features seem to go beyond specific products or speci

fic markets. I suggest that there are myriads of dimensions to

the competitive relations between large and often diversified

organizations. In such organizations, the choice of scope is an

important feature of the strategy, and scope includes orienta

tion toward markets, products, technologies, countries,

regions, social groupings, ideologies and so on. Depending on

the outcome of these choices, the firm will find itself - inten

tionally or not - in situations where conflicts of interest may

arise between itself and other firms or between departments or

groups within itself. Similarly situations of joint interest may

arise between organizations that have chosen strategies where

common restrictions are easier to overcome by a joint maneuver.



Situations of conflict or joint interest may arise quite in

dependently of deliberate strategic actions or as a consequence

of strategic actions on the part of one or both of the organi

zations concerned. However, in microeconomic theory, these con

flicts or joint interests are studied not from the point of view

of the individual firm, but rather as an aggregate phenomenon.

Systems theorists on the other hand have approached the organi

zation's relations to its environment from the point of view of

the individual organization. This approach seems suitable to the

study of the strategic actions of individual organizations and

I will therefore comment briefly on some well-known systems theory

views on how to analyse the organization's environment.

5.2 THE SYSTEMS APPROACH TO ORGANIZATION AND ENVIRONMENT

The general open-system model of the organization cannot in itself

primarily explain the environment. The classical systems theorists

are mostly concerned with finding general properties of open

systems. For that purpose they can limit themselves to the problem

of distinguishing the organization from the environment, and

making general statements about certain properties of the environ

ment and their implications for the organization. In other words

they discuss the communications flows from and to the environment

with the g~neral (and abstract) concept of feedback. An illustra

tive example of this approach to the problem of defining an orga

nization's environment i~ to be found in Emery and Trist (1965).

Emery and Trist (1965) classify the relations between organiza

tion and environment in causal structures. They distinguish four

different types of relations. In the first type, rewards or

opportunities are independent of one another and are randomly

distributed. In the second type of relation there are clusters

of rewards, and the organization (or organism) can identify cer

tain patterns of behavior in its environment. The development

of rules of behavior towards the environment can substantially

affect the organization's capacity to survive. Certain clusters

may be more profitable to exploit than others. It seems that a
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short-term optimum for· the organization does not necessarily coin

cide with the long-term optimum. In the third type of relation,

several organizations move in clusters and their actions can be

seen to be interdependent. In the fourth type of relation, both

the clusters of interdependent organi~ms and the clusters of inter

dependent rewards are on the move. This is the most dynamic form of

organization-environment relation and Emery and Trist argue that

it is becoming more common. They suggest three main reasons for

this:

(1) as the organizations grow bigger their influence upon
their environment increases;

(2) the greater interdependencies between disparate phenomena
in society;

(3) the increasing importance of research and development
to meet competition with innovations.

Emery and Trist's approach has some features in common with the

microeconomic approach to the environment discussed above. Both

can be used for an overall classification of different organization

environment relations, but neither can be said to be specific

enough for the study of a particular firm's relations (past,

present and future) with its environment.

The more elaborate models of environment are usually based on

some sort of division into sectors. See, for example,

Thompson (1967), Rhenman (1969), Thorngren (1970) and Stymne

(1970). Different authors choose different labels for these

sectors, but they generally suggest two types: first, an imme

diate environment with which the organization has close daily

(operative) relations, often given some name such as the "task

environment"; and secondly a more distant environment which

influences the value flows of the organization.

Thorngren (1970) presents a model of the relations between orga

nization and envi.ronment, in which he focuses on the purpose of

the interaction from the organization's point of view. He is

particularly interested in personal contacts. He distinguishes

between contacts initiated for purposes of scanning, planning,
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or operations, and tries to establish which sectors of the en

vironment the contacts are directed towards: present markets

and technologies, potential markets and technologies, or ide

ologies and basic research. Figure 5:1 illustrates the environ

mental sectors and the different exchange processes in the

Thorngren analysis.

Ideologies

Markets and Social Groupings

Present Markets

Activities

Present Technology

Technological Potential

1
2
3

Operations
Planning
Scanning

Figure 5:1 The Thorngren Model of the Exchange Processes
between Organization and Environment (Thorngren 1970)

Thorngren distinguishes between a social and a technical aspect

of the environment. The social environment consists of geographically

and psychologically short-distance areas, for example existing,

active markets and institutions with which regular contacts are

maintained. The technical environment consists of various exchange

processes with a variety of existing, active technological com

ponents. The above-mentioned parts of the environment are being

perpetually explored. However, these areas are of limited strategic

interest. Potential markets and social groupings on the social

side, and potential technology on the technical side, seem to be

of gr~ater importance to the strategy formulation processes. With

these parts of the environment there are no operating exchanges,

in fact no regular, standardized exchange processes of a concrete

nature. Yet the exchange processes with these parts of the environ-
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ment are of vital importance to the firm's adaptation to its environ

ment. The outer fie1ds- ideologies and basic research - are probably

of interest to the firm only as early indicators of what is going

to happen in the future action space.

Stymne (1970) emphasizes the importance of the values to the

processes in the organization:

"Values control the continuous flow of the processes in the
organization. This implies that the values also serve to
define the limits of the ability of the organization to
adapt to environmental change and to maintain a workable
concrete structure in order to survive."
(Stymne, 1970; p. 46)

As I see it, values guide not only the organization but also the

behavior of the task environment in which the organization oper

ates. For an organization to be successful it must not only adapt

its own behavior to certain values, but also perceive and possibly

adapt to the influence that certain values have on certain parts

of the task environment. This relation between value environment

and task environment is a principal idea in the model of environ

ment for strategy formulation presented in the following section.

As we have seen, Thorngren distinguishes between a social and a

technological aspect of the environment. I use a similar distinc

tion, but prefer to emphasize the existence of markets for the

products or services of the organization and markets for the re

sources used by the organization. On both these markets different

organizations compete to gain control of the available resources;

in doing so they apply strategic thinking to their behavior to

develop their relative positions.

5.3 ENVIRONMENTAL SECTORS AND VALUE GROUPS

Previously I defined corporate strategy as the planned overall

behavior of the organization towards different environmental

sectors. The sectors or task environments that I put forward as

being relevant to strategic purposes are of two types:
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(1) different markets for the actual and potential
products of the firm;

(2) different markets for the actually used and
potentially needed resources.

With these sectors the organization exchanges. or may exchange.

resources of some kind (goods, services, money etc.). These ex

change processes take the form of operations.

A strategic plan is defined as an instrument that will guide

executives in the organization in their choice of environmental

sector (cf. choice of product-market scope in Ansoff /1965/)

and in general terms of operations to be performed in each sec

tor (cf. policies in Katz /1970/). However, as we have seen,

each environmental sector is controlled by values. As an example

let us look at a consumer market.

An individual buyer on a consumer market is guided in his choice

by his family, his friends and his social class, by consumer in

stitutions and the massmedia, and by various organizational

affiliations, etc. These groups will influence his buyer behavior

in specific ways and I have chosen to call them value groups. Some

value groups may have a formal organization, for example labor unions;

others lack any formal organization, for example geographical or

social groups of people. A value group is defined as a group that

exerts an influence on the buyer behavior of a market segment:

(a) influencing the preferences of the segment, and/or (b) influenc

ing the resources (buying power) of the segment. When formulating a

strategy the existence of value groups gives rise to the follow

ing questions:

(1) What value groups influence the buyer behavior of a

particular segment?

(2) How do these value groups influence the buyer behavior

of the segment?

(3) How can the organization cope with these value groups?
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There is a constant increase in the degree of institutionalization

and formalization of different value groups, which makes it easier

for an organization to identify and communicate with such groups.

Market theorists have shown how the oligopolistic and oligopsonistic

structures of competition found in many markets have lowe~ed the

relative efficiency of certain competition variables that are easy

to measure and fairly easy for the competitors to imitate quickly.

At the same time more advanced means of competition that will in

fluence the very conditions of competition, and which a~e difficult

to measure and take a long time to imitate, have increa~ed in re

lative importance (cf. Sannesson, 1969).

I regard contacts with, and influence on, value groups as the most

vital strategic decision variable that will guide the approach to other

traditional and more fully analysed strategic decision v~riables

such as location (Otterbeck, 1973), research and developm~nt (Dalborg,

1974), product development (Va1de1in, 1974) and the other policies

(e.g. as presented by Katz, 1970; cf. chapter 2, p. 17 above).

By orienting itself tpwards certain value groups, the f.irm can

achieve a choice of products and markets (as discussed in Ansoff,

1965) and can decide on suitable policies for realizing ~he

chosen product-market scope.

5.4 A MODEL OF ENVIRONMENT

In my analysis,mark~ts (environmental sectors) and their value

groups are regarded as the basic components of the envirQn~ent

of the organization. I suggest that the environment aff~§t~ the

strategy formulation process differently, depending on th~ rate

of change in, and the complexity of, the environment. Th~ degree of

complexity of ~he environment is determined by the numb~r of

markets with which the organization maintains exchange processes,

the number of value groups affecting these markets, ang the

power structure among these groups.



The rate of change in the environment is determined by the rate

of change in the number of markets, the rate of change within

the markets (demand or supply relations), the rate of change in

the number of value groups and the rate of change in power struc

ture among the value groups.

I suggest a classification of the environment of the organization

into:

(1) static environment

(2) complex environment

(3) changing environmen~ and

(4) dynamic environment

as illustrated in figure 5:3 below.

Degree of complexity

low high

low static complex
Rate pf
change

high changing dynamic
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Figure 5:3 A Classification of the
Organizational Environment

The static environment is characterized by stable conditions

and a low degree of complexity. Th@ complex environment ~as many

markets and each market has many vg 1ue groups; the pattern of

influence between markets and va1u~ groups is evenly distributed,

but the rate of change in the prevailing conditions is low. The

changing environment is characteriged by a high degree of change

both on and among markets and valu~ groups, but the comp1e~ity

of the structural relations is low. Lastl~ the dynamic env~ron

ment is characterized by a high degree of complexity and a high

rate of change.
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Chapter 6

Strategy Formulation as a Group Decision Process

6.1 INTRODUCTION

·As discussed in chapter 4, it seems rewarding to study the

professional strategy formulation group as having certain

structural properties likely to influence the strategy

formulation process. Some structural properties of the

intra-organizational environment (chapter 4) and the extra

organizational environment (chapter 5) will probably also

influence the strategy formulation process. In the present

chapter I will analyse the character of these structural

influences on the strategy formulation process. First, however,

I will briefly discuss some properties of strategy formulation

regarded as a group decision process.

6.2 SOME PROPERTIES OF THE STRATEGY FORMULATION PROCESS

In this book I have assumed the following about the strategy formu

lation process: that a group of executives solves a complex problem

which concerns the whole organization and its long-range behavior

towards several environmental sectors. I further assume that, due

to the complex character of the problem, the members of the group

must integrate their different views in order to develop a common

frame of reference, to become aware of new problem areas and gather

new information, to revise their frame of reference and, finally,

to express the strategic plan in a written document.

5-Asplund
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Bales and Strodtbeck (1968) made a series of empirical studies

to find out whether a group process could be separated into

different phases. They found that under certain conditions a

certain type of phase movement tended to appear:

"Briefly stated, the phase hypothesis is the proposition
that under these (group decision on a ful1fledged problem)
conditions, groups tend to move in their interaction from
a relative emphasis upon problems of orientation to pro
blems of evaluation and subsequently to problems of con
trol, and that current with these transitions the relative
frequences of both negative reactions and positive reactions
tend to increase."

(Bales and Strodtbeck, 1968; pp. 485-495)

Strategy formulation seems to correspond to the conditions postu

lated by Bales and Strodtbeck. The problem is complex and is

solved by a group decision. Following Bales and Strodtbeck, the

strategy formulation process could be separated into three phases:

(1) the orientation phase

(2) the evaluation phase

(3) the control phase.

I will discuss briefly the activities performed during these

three phases, and present a model of some process charactertistics

which could be used in a further analysis of the influence of

group structural elements on the strategy formulation process.

6.2.1 The Orientation Phase

As the group displays a certain degree of differentiation (cog

nitive and emotional differences) among its members, views and

opin~ons must somehow be integrated. If this integration is to

be efficient, group members must in some way recognize and come

to terms with the variety of cognitive and emotional elements

in their group, and work out a common frame of reference con

cerning the organization and its environment. This should in

volve an open expression of feelings, beliefs and knowledge.

Further, the process of developing a common frame of reference

should induce group members to seek additional information about
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the organization and its environment. Thus the orientation phase

should contain both integration between the group members, and

an orientation towards the environment of the group.

Thus we can identify two major activities that must take place

if the orientation phase is to be efficient: information-seeking

and integration of information.

6.2.2 The Evaluation Phase

During the evaluation phase the emphasis gradually shifts from

confrontation and the integration of information to evaluation of

alternative courses of action. This phase should imply a critical

analysis of the present exchange processes between the organiza

tion and its environment, to find out whether present scopes and.

policies fully utilize the organization's major strengths and

to ensure avoidance of major threats. The main task now, can be

said to be a critical analysis, which also involves steps of

information-seeking and information-integration. The information

seeking is directed to the environment of the group. The integra

tion of information in this phase is more of a striving for com

promise. One group member, for example, may have to be prepared

to reject his own ideas and standpoints for the sake of group

efficiency.

The Control Phase

The purpose of this phase is to check the quality of the problem

solution (the degree of goal fulfillment). This phase can be said

to involve fairly long-term activities (especially when the problem

solution has a long-term application, such as a business strategy).

Here, however, I am only concerned with its short-range activities.

These are concerned with the group's control of the product (the

written strategy document) that they are to hand over to the orga

nization. To this end the group must sound out reactions to their
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document, to find out whether they have expressed their intentions

clearly and comprehensibly.

For this phase to be efficient, the group must be able to gather

feedback information from vital areas (people, groups etc.) in

the organization, and be prepared and able to reformulate the

document accordingly. In other words the vital processes in the

control phase can be expressed in terms of information-seeking

and information-integration.

6.3 A RECAPITULATION OF TIlli THREE PHASES OF STRATEGY FOR}IDLATION

In this presentation of the activities which, in my view, are vital

to the efficiency of the strategy formulation process, two main

processes emerge; namely the information-seeking process and the

information-integration process. Obviously the nature of these

processes shifts in the different phases. However, since my main

goal is to study the overall influence of some (group-organizational
y

and environmental) structural elements on these processes, I will

study them here as if their nature remained the same ~hroughout.

Generally the processes can be defined in the following way:

• Information-seeking: All activities performed by one (or

more) group member(s) and intended to increase the previous

amount of information in the group concerning some factor

or factors judged by the group to be relevant to the strategy

formulation process.

Information-integration: All activities performed by one

(or more) group member(s) and intended to contribute to a

common decision about a problem judged by the group to be

relevant to the strategy formulation process.

In figure 6:1 below I illustrate the output and the vital pro

cesses of the different phases.



57

Phase: Orientation Processes

+
Output:

Infonnation-
Data seeking

r
Phase: Evaluation

+
Output: I Choice of alternative

1
Phase: Control

Infonn?tion-
integration

•Output: Written document

Figure 6:1 The Three Phases of the Strategy Formulation Process,
Their Output and Subprocesses

Given the above definitions of the information-seeking and informa

tion-integration processes, the interpretation of figure 6:1 is

that these two processes go on continuously during the different

phases. Further, they have the attributes of learning processes,

so that their nature shifts throughout the problem-solving period.

This particular aspect will not be discussed here. Instead I will

try to analyse, in terms of quantity of information-seeking and

complexity of information-integration, the way in which different

structural properties (on different system levels - group, organi

zation, environment) can influence the information processes.

6.4 ELEMENTS OF THE GROUP STRUCTURE AFFECTING THE INFOR}~TION

SEEKING AND INFORMATION-INTEGRATION PROCESSES

In chapter 4, I discussed three structural properties of the group

that are important to the strategy formulation phases. These were:
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(1) Group member relations

(2) Degree of differentiation

(3) Resources of the group

In this section I will make explicit my assumptions about the way

in which these structural elements of the g~oup affect the sub

processes in the different phases of the strategy formulation pro

cess.

My attempt to formalize the causal links between structural ele

ments of the group and information activities in the different

phases, must be seen as part of the analysis on which the inter

ventionist bases his decisions to act (intervene), rather than

as strict models for a traditional testing of hypotheses. The

analysis should provide the interventionist with answers to cer

tain questions, namely: what variables (structural elements) will

support (or hinder) problem-solving in the group, and how far,

by various means, can the interventionist influence these variables?

Thus, the precision of the causal links is not as important as

in other designs of model.

Another complication that I do not take into account in the analysis

is the existence of interdependencies between the structural ele

ments of the different systems (environment, organization and group).

In order to keep this study within manageable bounds I have had to

limit the problems treated. For this reason I only examine the

structural elements of every system "per self.

The assumptions underlying figure 6:2 below are:

(1) The higher the degree of differentiation in the group, the

greater the probability of an extensive process of informa

tion-seeking (during the different phases).

(2) The higher the degree of differentiation in the group, the

more complex is the process of i.ntegrating the various pieces

of information (during the different phases).
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(3) The more resources the group has access tOt the greater

the probability of an extensive process of information

seeking (during the different phases).

(4) The more resources the group has access tOt the less com

plex is the process of integrating the various pieces of

information (during the different phases).

(5) The influence of the character of the group member rela

tions is not clearcut. There is not sufficient evidence

to support in full the idea that a certain group member

relation will have a positive influence on the amount of

information sought or on the ease with which agreement is

reached on the various pieces of information (compare

e.hapter 4).

+

Differentiation +

+ Quantity of
information-

+ seeking

Amount of
resources

+ Complexity of
information-

Group member ~ integration
relation

Figure 6:2 The assumed influence of some group structural elements on
the two subprocesses of the strategy formulation
process
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6.5 ELEMENTS OF THE ORGANIZATIONAL STRUCTURE AFFECTING THE
INFORMATION-SEEKING AND INFORMATION-INTEGRATION PROCESSES

In chapter 4, I discussed three structural properties of the organi

zation which I considered to be of particular importance to the stra

tegy formulation process. These were:

(1) Degree of formalization

(2) Degree of differentiation

(3) Success and resources of the organization

As I mentioned in the previous section, these organizational ele

ments probably have some underlying causal links with certain struc

tural elements of the group. For example, it seems reasonable to

assume that an organization characterized by a high degree of forma

lization will have a relatively lower degree of differentiation bet

ween its members and, consequently, in the strategy formulation group.

However, these interdependencies are too complicated a subject for

my present analysis. Below I present the assumptions underlying figure

6:3, illustrating the influence on the information-seeking and informa

tion-integration processes of structural elements in the organization.

(1) The higher the degree of formalization, the greater the proba

bility that the information-seeking process will be extensive.

(2) The higher the degree of formalization, the greater the pro

bability that the information-integration process will not

be complex. (In formalization I include such phenomena as

budgeting procedures, control systems, job descriptions and

so on. If the degree of formalization is low, it seems likely

that the executives will develop individual feedback systems.

Their individual communication patterns will tend to be

colored by their personal relations and their norms and

value systems, rather than by standardized procedures. A

low degree of formalization will then offer much greater

opportunities for each executive's intuitive and subjective

interpretation of information.)
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(3) The higher the degree of differentiation, the greater

the probability that the information-seeking process will

be extensive.

(4) The higher the degree of differentiation, the greater the

probability that the information-integration process will

be complex. (By differentiation I mean the way in which

executives in different functional departments differ as

regards job specialization, time orientation and goal

orientation. I assume that the higher the overall degree

of specialization, the wider the areas with which the orga

nization maintains contacts. If representatives in the top

level of one organization are specialists in disparate

fields, the top level of that organization will enjoy a

vast cognitive map. This will facilitate the information

seeking process, but will have a negative effect on the

information-integration process.)

(5) The greater the resources available to the organization,

the greater the probability that the information-seeking

process will be extensive.

(6) The greater the resources available to the organization,

the greater the probability that the information-integration

process will not be complex. (If the human and material re

sources of an organization are scarce in relation to its

undertakings, the resources will probably be u~ed primarily

to solve problems considered by the executives to be urgent.

Immediate operations will demand almost all the resources,

and little or no resources will be left for problems of a

more long-range nature such as strategic planning. I suggest

that the greater the resources available to the organization,

with a given level of operational activities, the more possible

it will be for the strategy group to seek and integrate new

information.)

The above assumptions are illustrated in figure 6:3 below.
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+

Formalization

+

Differentiation

+

Resources

Quantity of
information
seeking

Complexity of
information
integration

Figure 6:3 The Assumed Influence of Some Organizational Structural
Elements on the Two Subprocesses of Strategy
Formulation

6.6 ELEMENTS IN THE ENVIRONMENTAL STRUCTURE AFFECTING THE
INFORMATION-SEEKING AND INFORMATION-INTEGRATION PROCESSES

In chapter 5, I presented a classification of the organization's

(total) environment based on the variables 'degree of complexity'

and 'rate of change'. A matrix based on a dichotomy of these two

variables gave us four types of environment: the static, the com

plex, the changing and the dynamic environment.

I now suggest that these different-types of environment can be

regarded as structural elements affecting the processes of strategy

formulation.

It is obviously impossible to state the exact degree of influence

that the different types of environment will have on the processes.

The only reasonable assumptions that can be made are of a relatively

naive kind.

(1) The more complex the environment of an organization, the

greater the probability of an extensive process of information

seeking and the more complex the information-integration process.

(2) The more changeable the environment of an organization,

the greater the probability of an extensive process of information-

seeking and the more complex the information-integration process.
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These assumptions are illustrated in figure 6:4 below.

+

Complexity

+
Rate of
change

+ Quantity of
information
seeking

Complexity of
information
integration

Figure 6:4 The assumed influence of properties of the
environment on the two subprocesses of the
strategy formulation process.

6.7 THE STRUCTURAL INFLUENCES AND THE INTERVENTIONIST'S ACTIONS

Until now I have said very little about how the interventionist can

handle the various structural influences discussed above. However.

I emphasized earlier in this chapter that these models are of

interest primarily as an aid to diagnosis in the interventionist

approach. This aspect of the matter will be discussed further

in the next chapter (compare also appendix 3).

Here it is sufficient to point out that the models presented

above are tools which the interventionist can use, among

others, when discussing his task within the framework of his contract

with the client, and when deciding what problems are likely to arise

in the different phases of the strategy formulation process. The

underlying idea is that if he (the interventionist) can rely

from the beginning on a valid diagnosis of the structural elements

present in the environment, in the organization and in the group, he

will be able to make a more accurate forecast of what the job has

in store, and will therefore be able to make a more deliberate choice

of action alternatives in the information-seeking and information

integration processes.
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Chapter 7
Intervention Action iand Research

7.1 INTRODUCTION

The idea of intervening in organizations for the double purpose

of changing the particular organization and of gathering know

ledge about the functioning of organizations in general, was

initiated as a systemized approach by Kurt Lewin (1951) in the late

1940's. In the last two decades a school of action researchers

has emerged in the field of organization research. Argyris, Tannen

baum, Bennis, Schein and Beckhard are among the major contributors

to this field of know1edge.ll

This approach, in which the researcher participates in and manipu

lates processes in a social system, has been given rather different

names by the various authors. Edgar Schein (1969) has focused on

the character of the intervention as a process rather than as a

traditional consultation assignment. He distinguishes between two

traditional models of consultation on the one hand, and process con

sultation on the other.

A. In the purchase model of consultation the client buys expert

information from the consultant about a problem that the client

himself has (1) diagnosed and (2) is able to communicate to the

consultant.

II Compare appendix III for a comparison between different

intervention approaches
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B. In the doctor-patient model of consultation the client has

decided to bring in a consultant to look the organization over,

just as a person might go to his doctor for an annual physical

check-up. The consultant is supposed to find out what is wrong

with the client and recommend a program of therapy.

c. As opposed to these two models process consultation is defined

by Schein as:

a set of act1v1t1es on the part of the consultant which
help the client to perceive, understand and act upon process
events which occur in the client's environment."
(Schein, 1969; p. 9)

One of the main ideas in process consultation is that the client

should state and solve the problems himself; the role of the

consultant is to help the client continuously to develop his ca

pacity in this respect. Similar ideas have been put forward by

Argyris (1970) in his analysis of intervention theory and method.

He defines the activities of the interventionist.,a,g follows:

"To intervene is to enter into an ongoing system of relation
ship, to come between or among persons, groups or objects
for the purpose of helping them." -
(Argyris, 1970; p. 15)

According to Argyris, intervention activity implies essentially

that valid information is generated on the basis of which the

client system can make a free and informed decision about the

actions that should be taken. Further, the client system should

be committed to the choices made. In order to collect valid in

formation Argyris proposes the use of "organic research" instead

of research based on a traditional "mechanistic" approach. By

organic research he means that the interventionist and the client

work together to define goals for the project, to decide how

the data should be collected, and to determine what action should

be taken.

Schein points out that if the data is collected from interviews,

clients may express themselves in terms they would not have used

except when confronted by the interventionist's questions.
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Both the above-mentioned authors focus on helping the client system

as the goal of intervention in organizations. But the meaning they

assign to the term "help" seems to be rather different. Argyris

states explicitly that to help means to make it possible for the

client system to make a free and informed choice. This meaning of

the term "help" recalls the ideal of the mature human being postu

lated in the field of dynamic psychology. Schein, on the other h~nd,

regards help in the more general terms of perceiving, understanding

and acting, and does not touch on such far-reaching ideals as Argyris.

Other authors, such as Beckhard (1969) or Lawrence and Lorsch (1969)

for example, see help primarily as a question of helping the organiza

tion to survive or earn money or reach whatever goals are currently

~elevant. In the present study, help is seen as helping the organiza

tion to reach its overall goals by assisting a group of executives

to obtain an efficient output from a particular process, that of

strategy formulation~/

1.2 INTERVENTION METHODS AS A SPECIAL FORM OF CASE STUDY

I will distinguish in the following presentation between the concepts

of methodology,~ and technique, where methodology constitutes

the overall general concept, a~d technique the most specific one.

~ agree with Kaplan (1964), who defines methodology as follows:

"I mean by methodology the stqdy - the description, the explana
tion and the justification - of methods, and not the methods
thelIlse1ves".
(Kaplan, 1964; p. 18)

By method~, on the other hand, and again following Kaplan, I mean the

general techniques applied in a certain methodology; and by techniques

I mean th~ observation or coding instruments used for a particular

purpose. Using this terminology, in the following section I will

relate interventlgn methods to other simi~ar methods.

Intervention methods can be seen ~s a special form of the more ~eneral

case methodology. We can distingui~h some particular properties that

define the case methodology, namely t~at: few objects are studied

l/ Compare also appendix III
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intensively during a natural process. By a natural process is meant

a process that would have developed even if no research had been made.

We can further distinguish between registration case studies and re

constructed case studies. In a registration case study the researcher

observes the process as it develops. In a reconstructed case study,

on the other hand, the process has already come to an end and the

researcher can therefore only observe the documented evidence. The

intervention method would thus be classified as a type of registra

tion case study. As I see it, there are two other methods, apart

from the intervention method, that could be classified as registra

tion case studies, namely: (1) "pureu case methods and (2) clinical

methods (see figure below). The reason for distinguishing between

these three methods is that they employ different techniques.

Methodology \ Registration Case Studies I

-
Methods I--,,-p-u-r-e-'-'-c-a-s-e--M-e-t-h-o-d-S--I \ Clinical Methods I I Intervention

Methods

Figure 7:1 The Methodology of Registration Case Studies
and the Three Related Methods

Before discussing these three methods further, I will comment briefly on

their relation to "classical" experiments.

A classical experiment should take place in a laboratory and the researcher

should be able to control and manipulate the conditions of observation.

(Cf., for example, Warneryd, 1967.)

Kaplan (1964), on the_other hand, endows experiment with a wider

meaning:
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"Basically, experimentation is a process of observation,
to be carried out in a situation especially brought about
for that purpose ••• But no scientific observation as we
have seen is wholly passive, how much the scientist inter
venes before or during the process of observation is a
matter of degree. Correspondingly there is no sharp distinc
tion between observation and experiment, only a series of
graduations and intermediates." (Kaplan, 1964; p. 144)

I suggest that the series of graduations and intermediates men

tioned by Kaplan could be seen as differences in techniques used

in different methods. If we place the methods discussed above

and the rigorous laboratory experiment on a continuum representing

"degree of intervention", the relations could be describeq. as

in figure 7:2 below. (The figure is of course a simplification where

complicating variables such as time are not included),

"Pure" Case
Methods

Clinical
Methods

Intervention
Methods

(Rigorous
Laboratory
Experiment)

low Degree of Intervention high

Figure 7:2 Degree of Intervention in the Three Methods of Case
Methodology and Rigorous Laboratory Experiment.

In all the above-mentioned methods the researcher intervenes in the

social system studied. The main difference in research strategy is

that in "pure" case methods and in clinical methods the researcher

tries to minimize his own influence on the process studied, whereas

in intervention methods and in traditional (rigorous laboratory)

experiments,the researcher does not try to minimize his own inter

action but tries instead to remain aware and in control of the

interaction between himself and the process.

The different methods mentioned above all have their advantages and

their specific validity problems, following from the different tech

niques used. In "pure" case methods, interviews held with persons

who have participated in the process, and the study of various

documents reporting the process, constitute the main techniques

for collecting data. The main advantage of "pure" case methods is

that the researcher has a fairly good chance of being able to choose

6-Asplund
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empirical situations which, ex post, show evidence of being inter

esting for his purposes. The validity problems associated with

"pure" case methods stem mainly from the fact that the researcher

has little chance of controlling the way the people involved choose

to report certain events and neglect others. It is also difficult

for him to find out why certain events are documented while others

are not.It is of course difficult to generalize from a specific case.

In clinical methods the researcher can also use interviews and

documents, but the main technique is normally direct observation

of a process as it is taking place. A major advantage of clinical

methods is that, since the researcher observes the process himself,

he can choose the primary data that seem. most efficient in light

of his particular research problems. Another advantage is that when

he uses such secondary sources as interviews or documents, he can

check the results obtained against his own direct observations.

Direct observation, however, gives rise to a problem of validity:

by being physically present, the researcher makes some kind of

impact on the process. He tries to minimize this impact by being

as discreetas possible; he can also try to discover from inter

views what kind of influence he has had. Nevertheless, it is un

likely that he will be able to state exactly how his presence has

influenced the process studied.

Rigorous laboratory experiment provides another important way of

getting round the problem that, by studying a process, a researcher

must necessarily influence it. Insfead of "hiding" from the object

of the research, the researcher tries in this case to control the

whole setting so that no chance phenomena will influence the process.

He may design a number of controlled phenomena to influence the

process. The main advantage is that the researcher can choose and

define the process to be studied and, by controlling the design,

he can manipulate certain variables so as to be able to draw

certain conclusions about causal relations. The main drawback of

this approach as applied to the behavioral sciences, is that very

few social processes lend themselves to rigorous laboratory ex

periment, either on ethical grounds or simply because it is prac

tically impossible to isolate the process under review. Also, where
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the researcher has succeeded in isolating the process to be studied,

it may be very difficult to determine the extent to which the re

sults are applicable in the "real world" outside the laboratory.

Intervention methods, finally, can be seen as a series of field

experiments. The object of study is a process (normally a natural

process) in the course of which the researcher designs certain

actions to increase in some sense the efficiency of the process.

Thus the principal difference between intervention methods and the

other methods discussed above is that the researcher has another

goal apart from the gathering of knowledge - namelYt to help the

system studied. The interventionist/researcher does not separate

the activities of gathering knowledge about and changing the world as

emphasized traditionally in positivist research.Nor, as in laboratory

experiments, does he intervene in a process in a way that he believes will

reveal most knowledge about the process. Instead, the interventionist/

researcher intervenes in a way that he believes will give maximum

help to the system.

The main advantage of intervention research is of course the direct

link it represents between/thought and action, between diagnosis

and remedy. This automatically renders an intervention study re

levant to the particular system studied. But it has other advantages

as well. There are situations - for example in the present case of

strategy formulation - to which a researcher would never have access

unless he can show that he will be of help to the system. As an

interventionist - whether he be a human-relations expert like Argyris

and others, or a specialist in organizational structure like Lawrence

and Lorsch, or a marketing and strategic-planning spe~ialist like

myself - the researcher takes steps that are designed to increase

the efficiency of the organization in some way. It is this contri

butions that motivates his presence.

There is another advantage of a more ethical nature, namely that the

researcher and the system studied participate in the research process

on fairly equal terms. In traditional studies of social systems, the

researcher puts himself in an authoritarian position vis-a-vis the

system studied. He decides how to design his research strategy and,

normally, the system studied takes no part in any phase of the research
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process. He often makes specific efforts to disguise the real pur

poses of certain research actions in order to "trick" the system

studied into producing valid data. In an intervention approach.

on the other hand. the system studied must by definition understand

the meaning of the research. agree with its objectives. and participate

to some extent in its design.

However. the very features of intervention research that have here

been described as beneficial, can also cause certain problems. It

could be argued that the high degree of involvement on the part of

the researcher might decrease his autonomy and increase his subjec

tivity. And this is certainly a valid observation. However. even if

a researcher were autonomous (i.e. entirely independent of career

opportunities, sponsors, and institutional values - which of course

he never is) and were guided.solely by an urge to search for truth,

he would never be able to foresee who Ddght subsequently use his

research findings or for what purposes. Thus autonomy. supposing it

could ever be achieved. is not necessarily altogether safe. Rather,

it seems better in a highly institutionalized society to determine

explicitly for whom the research is intended, and not to undertake

research for institutions whose goals seem unacceptable (for moral

or other reasons).

It has also been argued that no generalizations can be made from an

intervention study. I agree to this and I would add that this is a

shortcoming of all types of case studies and that the advantages of

a case study lies in its capacity to generate new knowledge.

To cope with the problems of autonomy, objectivity and generality in

the use of intervention methods, I suggest also the following.

(1) The researcher is open about his own values and values of

the system studied and makes clear for whom the research is

intended. This is his alternative to autonomy.

(2) The researcher explicitly motivates his choice of models,

concepts and data-processing methods. This is his alterna

tive to objectivity.

(3) The researcher names the systems for which his results are
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intended to be valid (generally, in intervention studies,

the system studied). Also, by explicitly motivating his

choice of models, concepts and techniques, he provides the

reade~with a chance of judging for themselves whether any

generalizations can be made to other systems in which pro

cesses similar to those at present under review are developing.

As I see it the most serious short comings of intervention research are:

(1) The double role of consultant/interventionist on one hand and

of observer/reporter on the other assigned to the researcher in

intervention studies.

(2) The difficulty of determining what changes that are caused by

the intervention actions and what changes that are caused by

something or someone else.

The double role of the researcher is inherent in the

method and the bias that the interventionist will have as observer/

reporter will probably to some degree remain although he gets some

control when feeding back his results to the client. We can also let

another researcher make coding independent of his own in order

to decrease his bias (cf. apPindix I).

The second shortcoming mentioned above will also to some degree remain

but can be reduced by the use of reliable observation instruments and

developed coding procedures (cf. section 7.3.4. below and appendix I).

There is also of course the problem of validity. One aspect of validity

is if the intervention has helped the client system. To cope with this

validity problem I suggest that the researcher shows how the inter

vention has helped the system studied - in other words, how valid the

intervention has been for the system (cf. chapters 8,9,10 and 11).

Other aspects of validity will depend on how well the researcher has

succeeded in reducing his bias and use reliable observation instruments.

(Cf. chapter 2 p 16, chapters 8-11 and appendix I).
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7.3

7.3.1

AN INTERVENTION MODEL FOR THE PRESENT STUDY

A General Framework
/

In this study the general basis for my intervention actions is the idea

that certain structures in the strategy formulation group and in its

intra- and extra-organizational environment (cf. \chapters 4 and 5) will

influence the development of the strategy formulation process (cf.

chapter 6). My assumption is that an interventionist can increase the

efficiency of the process (or more particularly of the output from the

process) by understanding the type of influence that is likely to occur

from different structural properties, and by designing actions that

will decrease the negative structural influences and exploit the posi

tive. The interventionist gathers such knowledge about the prevailing

structures as he assumes to be relevant. using fairly conventional

organizational theory models such as those discussed in chapters 4

and 5 and applying fairly conventiona~ techniques for data collection

(mainly interviews and document studies). The specific object of this

initial part of the research is to obtain an analysis of the structural

properties, and to obtain a basis for deciding on intervention actions.

Before participating in any group session, he sets goals for the session

and designs actions that he hopes will induce the session to contribute

to the overall goals of the whole process. When participating in the

sessions) the interventionist registers group behavior (using a tape

recorder and keeping logs). On a basis of an analysis of the tapes

and his log, he sets goals for the next session and decides on new inter

vention actions.

However, before data-gathering and diagnosis can start, the relationship

- the contrast - between interventionist and client must be defined and
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general methods of work determined. Almost all recent books on inter

vention have stressed the importance of the social, psychological

and economic conditions prevailing between the interventionist and

his client. These are the conditions that define the possibilities

and the limits of the intervention. Before turning to the inter

vention strategy and tactics of the present model, I will therefore

comment briefly in the next section on the contract between the

interventionist and the client system' •

7.3.2 The Contract Between Interventionist and Client

In psychotherapy the emphasis is on the psychological aspects of

the contract between the therapist and the patient. Dewald (1969)

points out how important it is that a patient acquires a realistic

view of what the therapeutic process can give as early as possible

in the process, so that his expectations' and hopes or fears do not

ruin the necessary confidence between himself and the therapist.

The formal side of the contract, the question of payment, is also

important in psychotherapy. It will first determine whether or

not the patient can even consider buying this kind of service;

further, a monetary transaction can have certain psychological

consequences, such as feelings of guilt or power. Similarly, the

contract between an organization interventionist and a client organi

zation will have consequences of a psychological, en economic and

an administrative nature.

Schein (1969) discusses what can be done to foresee the possible

consequences of the psychological aspect of the contract:

"On the psychological side, I try to assess as early in the
relationship as possible all the expectations which may be
deliberately or unwittingly concealed by the client."
(Schein, 1969; p. 85)

Besides the formal aspects (economic and administrative) and the

psychological aspects (mainly expectations, fears and hopes) of

the contract, there is another question which, in my view, is a

very delicate one: the fact that, in the course of the inter-
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vention process, the interventionist is carrying out scientific

research. On the one hand, the client risks that the interven

tionist may reveal an organizational secret (for example to

competitors); on the other, the interventionist may be concealing

some part of the truth, either because he is too involved in the

organization or because he cannot present all the facts needed

to give a true picture. A reasonable way of overcoming this

problem could be to include in the contract a guarantee that

facts of particular interest to competitors will not be revealed.

However, the dilemma will not disappear altogether because the

only facts unlikely to interest a competitor are those which

are anyway pretty trivial and not therefore of much use

in advancing a general understanding of organizations. It is

therefore important to discuss thoroughly with the client the

formulation of the research problem and the kind of facts that

may be revealed. It is important to be perfectly open with the

client on these matters, if it is to be possible for future

scientific research in organizations to be combined with process

consultation. It is not simply a matter of obtaining a contract

favorable to research, and then perhaps not playing fair with

the organization. The researcher must take into account his

obligations to the organization studied as well as his obliga

tions to the world of science.

7.3.3 The Intervention Strategy Components

The general strategy that I used in the present intervention process

of the following components: (1) partition of the intervention process

into separate phases; (2) formation of objectives in each phase that

are realistic in view of the prevailing structural conditions; (3) choice

of means of achieving objectives, given the human and material resources

available (allocated to the project by the organization).

7.3.3.1 Partition of the Intervention Process into Phases
------~----------------~-----

Different approaches can be used in identifying phases in an intervention

process, depending on the cQaracter of the consultation project. The task

may be such that the process falls into "natural phases". Various gener

alized approaches to the identification of phases in problem-solving have

been tried, for instance in normative decision theory (e.g. Ackoff and
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Sassieni, 1968). In the behavioral sciences attempts have also been

made to disting~ish phases in problem-solving in a general way, i.e.

not depending on the nature of the specific problem (cf. Argyris,

1970). Two major decisions have to be made about the actual parti

tion itself: what number of phases seems most practical and what

behavior is to be expected in them? As I analysed the strategy

formulation process in chapter 6, I found reason to assume three

phases of somewhat different characters. Accordingly, I suggest

the partition of an intervention process for strategy formulation

into the same three phases: the orientation phase, the evaluation

phase, and the control phase (cf. chapter 6). These phases could

also be applied generally to intervention in group problem-solving,

where the task is not structured. When the task is structured, it

may itself suggest natural phases or subproblems. In the case of

unstructured tasks, the separation into phases cannot normally take

into account the interdependencies between different parts of the

problem.

During the orientation phase, the idea is to get the group members

to give an explicit account of their respective points of view,

to establish common conditions and evaluations in the group with

regard to the matters to be dealt with, and to encourage group

members to seek additional information. In the evaluation phase,

alternative courses of action are evaluated and analysed. Finally,

in the control phase, ideas are expressed and reformulated in such

a way as to be understandable to other executives in the organization.

For every phase objectives have to be determined regarding the

tasks to be done and the human relations in the group. Both

these aspects, which are of course interdependent, are equally

important to the achievement of a satisfactory result. In the

first phase - the orientation phase - the following are examples

of possible task objectives: the generation of facts and ideas,

the formulation of subproblems to be solved, the anticipation of

future difficulties and the generation of means for overcoming

the difficulties. Human-relations objectives should aim to facil-
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itate the fulfilment of task objectives in the present and sub

sequent phase; at the same time human relations have a v~lue of

their own in helping each group member to develop his own potential

while solving the task problems. Examples of human-relations

objectives in the orientation phase are: individual openness and

the courage to pu,t into words any feelings or awkward facts and

opinions that may deviate from those of the majority in the group,

and helping other group members to be open and to express their

feelings or put forward deviating opinions. In this phase it is

also important that group members proceed from self-oriented to

group-oriented behavior.

In the evaluation phase task objectives have changed from the

generation of creative ideas to the establishment of a consistent

cognitive structure in the group. This phase should contain a

reduction and evaluation of ideas and hunches. and the formula

tion and evaluation of alternative courses of action. The human

relations objectives in this phase could be, for example. willing

ness among group members to reformulate and make compromises, to

find common starting-points, and to help others to compromise or

find starting-points. Objectives could also concern action on

the part of group members to integrate each other in th~ group

or to strengthen the feeling of group identity.

The objectives of the control phase are more task-oriented and

more highly structured than those of the two previous phases.

The task objectives concern the efficient formulation of common

ideas and decisions. Human-relations objectives could' be. for

example, a general readiness to formulate ideas. to make con

structive criticism, to accept that others may change their

formulations, and a willingness on the part of individual group

members to seek and listen to the reactions of other executives

in the organization to the ideas and formulations generated by

the group.

Thus, the objectives of the first phase could be described as

inductive: to widen the cognitive and emotional structure of

the group; the second phase as deductive: to reduce all poten

tial ideas and convictions to workable courses of action and

to reduce individual differences in the group and emphasize
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common points of agreement; and the last phase as expressive,

the task being to express efficiently what has been agreed

upon and, on the human relations side, to strengthen the common

group willingness to perform this task.

The choice of means with which to achieve the objectives will

depend on the resources that are available to the interventionist.

The most important determinant will be the interventionist himself:

his personality, his knowledge, his reputation and his power and

dependence vis-a-vis the client system. Other determinants are

the cognitive and emotional quality of the group, the status of

the group in the organization, and the time and money available for

the project. The means that are suggested in this study depend of

course on the nature of the task, my own competence and the resources

available. The suggested means will be discussed here under the

following headings: (A) interviews (B) psychological experiments (C)

(C) feedback (D) problem analysis with alternative models (E) case

studies (F) activities (G) modelling and (H) rewards and punishments.

What actions I choose during the intervention process and more precisely

how I used them will be discussed in chapters 8-10. Here I will only

present a broad overview of intervention actions at my disposal.

A. Interviews--------
The interview is traditionally regarded as a way of collecting

data. One of the shortcomings of the method is generally thought

to be the influence that the interviewer or the questions may

have on the answers received. In an intervention process the

interview can be used both for collecting valid information and

manipulating the way the group thinks and communicates.

Thus, what is usually considered a weakness - the bias due to

interviewer influence or the way the questions are slanted - may

be seen as a strength in an intervention process. However, the

interventionist must be fully aware of what he wants from any

particular question. He must decide whether he wants to change

or control the interviewee's way of thinking or whether his

purpose is simply to gather valid information.
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If the purpose of the interview is to collect valid information,

the interventionist must take steps to ensure that the informa

tion actually is valid. Traditional procedures for controlling

validity can be used, for example supplementary or probe questions,

checking against other sources of information etc. If, on the

other hand, the purpose of the interview is to manipulate the

group or some group member(s), "validity" can be seen in terms

of fulfillment of that particular goal.

In the orientation phase the following are some possible uses

for the interview: (1) to collect information about beliefs,

ideas, facts, etc (2) to provoke some group member to make a

statement (3) to make two group members express divergent opinions

(4) to facilitate openness (5) to encourage group members to think

in certain structures with a view to concentrating arguments on a

particular subject and in a particular dimension that the inter

ventionist believes to be fruitful. This list could be made

quite a lot longer. It is not my purpose here to enumerate all

the possible functions and goals of the interview technique in

an intervention process. I simply want to point out the two main

functions: to collect valid information and to manipulate group

behavior.

Psychological games and experiments can be used to gather informa

tion about group members and attributes of the group. Problem

solving styles, barriers to communication and similar problems

can be identified by this method. Psychological games can also

be used to create openness; also to get group members to under

stand their respective group roles, their fears or hopes vis-a-vis

the group and the task or properties of interpersonal conflicts

in the group.

However, psychological games can only be properly administered

by someone who, as well as having the right kind of talent, has

studied psychology and received training in the relevant methods.
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If the interventionist does not have this background himself, he

will find it very difficult to see just where this type of method

can be used to achieve his objectives. One way of solving this

problem is to engage a trained group therapist and let him par

ticipate. This is a good idea,providing the interventionist and

the therapist trust each other and have no difficulty in communi

cating with each other.

There is also the problem of the resources and power of the inter

ventionist, and of attitudes in the group towards this kind of

action. Generally speaking there is often a rather conservative

reaction to psychological games and experiments, which may make

it difficult for the interventionist to suggest anything like

this without arousing suspicion. However, provided the interven

tionist is capable (alone or in collaboration) of using psycho

logical games or experiments, and provided the group is willing

to accept these methods, and provided time and resources have

been assigned to this purpose, psychological games may be use

ful primarily in the orientation phase to gain insight into

the group and its processes and to manipulate the group towards

the open expression of their feelings.

c. Feedback
-~------

Some form of feedback to the group on some particular aspect of its

behavior will always be included in an intervention process.

The simplest form of feedback is some kind of resume of what was

treated at the previous session. This type of feedback can be further

elaborated in an analysis of the problems discussed by the group,

presentation of alternative ways of interpreting the analysis made

by the group, possible consequences of choices made or priorities

set by the group, etc. All these types of feedback concern the task

itself, and whatever the group has or has not decided, analysed,

described or performed in some other way.

Also, as is generally the case in interventions concerning purely

behavioral aspects, the interventionist can give feedback that re

lates how group members communicated with each other, whether their

behavior has been open or closed, whether they confronted each others'
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conflicting opinions or tried to smooth over the differences between

them. Thus the two principal types of feedback, under which many

variations can be subsumed, are feedback on task performance and

feedback on human behavior in the group.

When an interventionist approaches a group or an individual in an

organization, he always has a set of models of the wayan organiza

tion relates to its environment, of the way a group relates to other

groups, to the organization and to its environment, and of the way

individuals relate to the group(s), the organization and the environ

ment. These models are often only implicitly understood or very

vague; nevertheless the interventionist will use them, or at least

some of them, in his efforts to accomplish his intervention mission.

Sometimes the interventionist will find that the empirical situation

does not easily fit his models, and he will design new models more

suited to the actual empirical context. Some action researchers even

hold that this is what they actually do all the time, since every

system is unique and tha models of man, of groups, and of organiza

tions and their environment are of such a general nature that they are

hardly ever applicable to any specific situation. What normally occurs

is probably somewhere in between: some general models and concepts

are used but, in addition to this, specific models or languages must

be developed if solutions are to be valid for the specific system.

When the group starts to analyse a specific problem, the interventionist

may recall a specific model that he intuitively feels is relevant to

the situation. When the analysis is carried out by th~ interventionist

and the group members together, there is a substantial risk that the

problem at hand will be transformed so as to meet the demands of the

model. Moreover, the interventionist may be so delighted with his model

that he presents it - and its advantages - in a very convincing way.

The members of the client system may be relieved by the discovery (at

last) of a powerful way of analysing and copiag with a problem to which

they have not been able to see any solution (they may not even have

realized the existence of the problem until the interventionist brought

it up).
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A way of avoiding the pitfalls arising from these mentioned mechanisms

is to re-analyse the same or a similar problem with an alternative

model. The alternative model may have its origins in another scien

tific discipline; it may be based on other assumptions or require

quite different data. An example is provided by the alternative

models available for use in pr1c1ng problems: marginal analysis

(microeconomic theory), heuristi~ pricing (e.g. Cyert and March,

1964), oligopolistic models, socio-psychological models such as

group responsiveness to price changes, cost-oriented pricing models,

decision theory models (statistics), game theory, psychoanalytical

models of individual behavior as related to pricing, etc. For almost

any problem facing a group or an organization, the interventionist

can let the group analyse their problems using alternative models.

This seems particularly important in complex problem-solving, where

the actual definition of the problem is as important as its solution.

E. Case Studies

Ca~e methods have long been used in aanagement training. An advantage

of '-ising this method in an intervention pt;'ocess is that it gives

th~ members of the system an opportunity of analysing a problem that

is not their own. They may find it easier to tackle this problem

without as much personal involvement as they would feel if the problem

actu~lly reflected their own organization and the consequences might

concern them personally.

The case method can also provide a way of making people aware of events

that may occur, so that the system will be prepared to meet them if

and when they actually do arise.

F. Activities

In the different phases, different activities may be used for

different purposes. "Common dinner§", for example, may induce

more personal relations within the group; visits to other organ

izations may provoke group members into comparisons in various

dimensions between themselves and members of the organizations

visited, etc. This method is somewhat easier to handle, and
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easier to get accepted, than psychological games or experiments.

On the other hand the results are probably less predictable and

controllable. "Accidents" may happen, both in human relations

and task development.

The interventionist is sure to have a good deal of personal influence

in any problem-solving group where he operates as some kind of

expert. He is believed to have greater knowledge of theories and

models in the relevant fields of management. Also he is an out-

sider with no positional handicaps.

It is a fundamental problem for an interventionist to know how to

use his skills and/or the reputation for skill that he enjoys. The

well-known interventionist can (and in my opinion should) use the

fact that he is well-known. Other examples of modelling are: a dynamic

interventionist getting all the group members to behave as if they

were dynamic; another type of interventionist giving an impression

of despising all unsophisticated or simple-sounding solutions, thus

getting the group to think creatively.

Numerous examples could be given of consultants using their own

personalities to advance their purpose. However, there are also

examples of interventionists trying to conform to some (ideal)

image of how to behave as an interventionist. How personal re

sources are used in the different phases will depend very much on

the personal character of the interventionist. It is important,

however, that the interventionist analyses the effects that his

own behavior may have, and that he tries to govern his behavior

so as to obtain the effects that benefit the group and the task

to hand.

H. Rewards and Punishments- '- -- - .... - - - .... - - - - -
The rewards and punishments available to the interventionist

will depend on his general status, which is in turn linked to
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his market position and the needs of the organization. Of course~

rewards and punishments do not only appear as organizational or

financial measures. Psychological rewards and punishments can

be even more important.

7.3.4 Control of the Efficiency of Intervention Actions

The control of the efficiency of intervention actions is generally

a difficult problem for several reasons. First, it is difficult to

assess whether it is the action undertaken by the interventionist

or some "third variable" that has caused a change in behavior in

the group - it may in fact be the behavior of (other) group members

that causes the change. Secondly, the interventionist may carry out

several actions simultaneously, so that the effect of anyone of

them is difficult to isolate. Thirdly, we have the question of what

Argyris and Schon (1974) have called the actor's theories in use

(the theories actually used by an acting person) and his espoused

theories (the theories that he claims that he uses or has used).

There may be substantial differences between what an interventionist

thinks and claims he is doing and what he actually does. His espoused

theory may imply that he is trying to create a basis for open com

munication, while on the theory-in-use level he actually acts pri

marily to defend the "self" and to gain unilateral control over the

other group members.

The difficulties described above can probably never be altogether

overcome, but there are two methods an interventionist can employ

to help to detect the existence of differences between his theories

in use and his espoused theories, or the existence of "third variables"

that could provide alternative explanations of certain observed

behavior. These methods are tape-recording and the keeping of a log.

If a meeting is registered on tape, directly observable data from the

meeting will be available. The interventionist can then listen to

the tapes, paying special heed to data that may reveal any of the

above-mentioned difficulties. As a double check he can also let

another researcher analyse the tapes. The other members of the group

can also be given the opportunity to listen to the tapes, and various

aspects of group behavior and of intervention actions can be dis-

7-Asplund
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cussed openly (cf. Argyris, 1970). The log-keeping wi1~ help the

interventionist to remember his plans for, and his experiences from,

a meeting. It seems that log-keeping is necessary to supply directly

observable data about plans and im~ressionst while tape-recording is

necessary to supply directly observable data about actual behavior.
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Part II
Introduction to Part II

Part II of this book is devoted to a description of an intervention

in a strategy formulation process. The strategy was to be formulated

in a group - it was in other words a group decision process. My own

role in the process was that of an interventionist, and the process

is described from the interventionist's point of view, using the

phases suggested in part I, chapter 6 - an orientation phase, an

evaluation phase and a control phase.

Chapter 8 reports the first part of the orientation phase - my first

meeting with a representative of lthe client system, my preparations

for the first group meeting, the first group meeting itself, and my

general conclusions from the meeting.

Chapter 9 deals first with the preparations for the second meeting

in the orientation phase and includes the results of an investigation

to discover any structural properties of the group, the prganization

or the environment likely to exert an influence on the group decision

process. In this chapter I also describe the second meeting, my con

clusions from it, the preparations for the third and fourth meetings t

and the outcomes I observed and the general conclusions I came to as

a result of these meetings.

In chapter 10 I describe the evaluation and control phases.

In view of the character of these two phases, I leave a strictly

chronological description and focus instead on certain problem areas

of specific interest, first during the evaluation phase and then during

the control phase. Chapter 10 concludes with a critical review of the

intervention and the strategy formulation process as they developed

in this particular case.

Finally, in chapter 11, I present some final remarks on this study.
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Chapter 8
The First Part of the Orientation Phase

8.1 MY FIRST CONTACT WITH THE CLIENT SYSTEM

In the early spring of 1972 I was contacted by a representative of

an insurance company (a main organization together with its member

companies). He introduced himself as marketing director of the

main organization, and asked to see me to discuss an urgent problem

of market planning that concerned both the main organization and

the member companies. I agreed to meet him at his office a few days

later.

At this first meeting the marketing director (henceforth referred

to as E) gave me an overall description of the main organization

and the regional member companies. (In tle following pages I will

refer to the main organization and the member companies as "the

organization", the main organization as the "central organization"

and the member companies as "company A", "company B", etc.) He

further explained that the market-planning project about which he

bad contacted me was to be carried out by a "marketing group" con

sisting of four cbmpany presidents aad himself. He would represent

the central organization and act as secretary of the group. And he

continuedl/:

"1 think I should tell you a little about my own background so
that you understand the setting. I haven't any ~niversity degree
and only superficial theoretical knowledge about market planning.
So what I need is help to get a systematic approach to this market
planning project."

11 The quotations have been translated from Swedish and are not there
fore word-for-word reproductions of what was actually said. Quota
tions not ,from group meetings are based on my notes, and quotations
from group meetings on tape recordings.
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I then asked him to tell me more about the project and he continued:

"A marketing group was formed a couple of years ago to analyse
the market situation of the organization and to develop a market
planning system. I didn't belong to the group then. It was A, who
is now president of company A, who at that time was directo~ of
marketing and secretary of the marketing group. At that time the
group considered its first task was to create and promote the idea
of a common name and a common symbol for all member companies.
Later, when they started seriously on the market-planning project,
they felt that problems of organizational goals should be analysed
first, and to that end another group was formed. This latter group
had chosen to write a goal statement for a "model company" - that
is, a non-existent company with f~.tur's typical of a majority of
the member companies. By and by the group started to work on the
market-planning project, with A as secretary of the group. But A
soon became president of company A, and the group got a new secre
tary (Z). Z tried all sorts of approaches, attended executive
courses in marketing and planning and studied some of the generally
accepted books in this field, but still they didn't seem to get
anywhere. As a result of a reorganization Z moved to another function
in the central organization. I was eventually appointed director
of marketing, and thereby automatically secretary of the marketing
group."

E then described the group, member by member, in a way that left little

doubt that he held them all in considerable respect. In our further

discussion E was eager to emphasize the complexity of the problem on

hand, and again to stress his own inability to find a systematic approach

to the problem because of his limited theoretical background. He

stressed that what he and the group now needed was some kind of system

atic approach - preferably a checklist or a manual for market planning.

Finally, we agreed that I should think it over and try to find a system

atic approach.

8.2 MY CONCLUSIONS FROM THE. FIRST MEETING WITH E

E had emphasized the lack of a systematic approach to the problem, due

to a lack of knowledge of planning theory and models, as the main reason

why the group had made no progress in its efforts to develop a market

plan. However, he also mentioned that the group had been engaged for

quite some time - between one and two years - on the market-planning

project. Also, before E became involved, two previous secretaries

had been engaged to help the group find an appropriate approach to

its task. He also mentioned that Z had spent a lot of time and effort

on becoming familiar with the theories presented in the current literature.
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Thus I concluded that it could not only be a lack of knowledge of

formal planning models that had prevented the group from fulfilling

its task.

I realized, of course, that many reasons could explain the failure

of the group so far. From my first meeting with E, I felt that I

could add the following factors to those emphasized by E himself:

E mentioned several times his own lack of a university degree or

other theoretical qualification and, as he described the group

members, he mentioned everyone's formal academic merits. I concluded

from this that his non-academic status made him feel inferior vis

a~vis the other group members, and possibly even personally uneasy.

I felt that E saw me as a possible means of providing himself with

the expert authority he believed necessary to persuade the other

group members of his own views.

Finally, I concluded from what E told me about two previous secre

taries (of whom at least one had acquainted himself with much of

the relevant literature on planning and marketing), that there

must be something more than lack of knowledge preventing the group

from efficiently fulfilling its task.

8.3

8.3.1

A DESCRIPTION OF THE ORGANIZATION

Descriptions of Organizations

Before starting the actual preparations for the first meeting, I

wanted to gain further insight into the special properties of the

organization. For this purpose I gathered information from the

documents available and from interviews with various members of

the central organization. (These interviews were of an informal

character and I did not use any in advance constructed question~.

To describe an organization it is necessary to select variables

which can distinguish that particular organization from others for

the particular purpose at hand~ If possible the selected variables

should also tell us whether Qr not the organization resembles any

other organizations in any particular respect, so that part of what

is learnt can be generalized beyond the case of the present organization

or the range of the present description.
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The type of technology on which production is based will <tell us

what industry the organization belongs to. This classification

is not informative because the criteria on which it is based are

particularly well suited to predictive purposes; it is simply that

it has been employed so often and for such a long time for gather

ing statistical data, making scientific and publicist investiga

tions, and forming employers' or trade associations, that we now

have a considerable body of knowledge based on this classification.

The size of the organization will tell both the practical busi

nessman and the researcher what type of administrative routines

are likely to be used in the organization. Size will also tell us

something about the power of the organization vis-A-vis its en

vironment, about competitive strengths and weaknesses and about

the type of human and material resources likely to be found there.

Ownership conditions and juridical entity are also a good indica

tion of the type of processes likely to be found in the organiza

tion, and may also tell us something about the goals of the orga

nization and the legal restraints under which it operates.

These grounds for classifying organizations have their roots in

tradition and the common interests of the firms involved, as well

as being based on common-sense observations. In recent decades,

however, efforts have been made to discover some more refined and

more precise variables for use in describing and classifying par

ticular aspects of the organization for use in specific kinds of

analysis.

As we saw in chapter 3 above, Burns and Stalker (1961) introduced

the concepts of the mechanistic and the organic organization to

use in analysing organizational adaptability in the face of chang

ing or stable types of environment~/The authors described these

two types of organization in considerable detail.

Lawrence and Lorsch (1969) (cf. chapters 3 and 4) developed the

, concepts of differentiation and integration to use in analysing

the adaptability of different management styles in the face of

dynamic or static types of environment~1

II Cf. p 23
21 Cf. pp 23, 24, 33 and 34.
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Emery and Trist (1965) (cf. chapter 5) classified the relations

between organization and environment, distinguishing four such

types of relation. Their taxonomical criterion was the type of

organizational structure existing between the organization and

its environment (firms or clusters of firms, and opportunities

or clusters of opportunities).ll

Asplund (1974) chooses uncertainty arising from structural pro

perties of the organization (internal uncertainty) and uncertainty

arising from structural properties of the environment (external

uncertainty) as a taxonomical basis for classifying organization/

environment relations into four types: the stressed (high in

ternal and external uncertainty), the disturbed (high internal

and low external uncertainty), the dynamic balance (low internal

and high external uncertainty) and the dominant (low internal and

low external uncertainty).

These examples may suffice to show that organizations can be de

scribed and classed in many different ways, and that the purpose

of any particular study must determine the choice of description

variables. In the following pages I will of course choose descrip~

tion variables which seem to me relevant to an understanding of

the setting in which the marketin~ group was working.

8.4

8.4.1

A SHORT DESCRIPTION OF THE ORGANIZ~7IONt ITS COMPETITORS
AND THE STRATEGY FORMULATION GROUP-

The Organization

The organization consisted of sixty-six autonomous consumer-owned

insurance companies, collaborating to varying extents in different

spheres through an association. The influence of the companies on

the joint association varied according to the volume of their

business. The joint association did not carry out any operations

itself; instead all common activities were performed in an organi

zation owned by the joint association, and referred to below as

the central organization.

II
Ii

Cf. pp 45,46.
The data underlying the following description was gathered
internal company documents and from informal interviews.
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The highest decision-making body in the joint association was an

assembly consisting of representatives from all the autonomous

companies and normally meeting once a year. The regular decision

unit of the association was its board of directors. The board of

directors included an executive committee which in fact was iden

tical with the board of directors of the central organization.

The ownership structure of the organization is illustrated in

figure 8.1.

Customers
who own

the 66 insurance
companies

which are members of

a joint association

that owns

the central organization

Figure 8: 1 The Ownership Structure of 'the Organization

The sixty-six insurance companies were all autonomous, but on

policy questions they were governed to a great extent by recom

mendations from the board of directors and the executive com

mittee of the joint association. These recommentations were

normally prepared by groups consisti~g of members of some of

the autonomous companies plus one or two members (specialists)

of the central organization. Examples of such groups were the

"marketing group" (the 'subject of this study) which had been

created primarily to deal with questions of long-range strategic

interest; and the "organization group", created to deal with

questions of long-range structural interest in the organization.

The questions handled by these groups were generally prepared

by employees of the central organization for further discussion

in the group concerned. Finally a formal recommendation based
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on the decision of the group was given to the companies by the

board of directors of the association. The autonomous companies

complied with the recommendations in varying degrees and with

varying amounts of modification, depending on the market situa

tion, the organizational characteristics and the financial con

ditions prevailing in each particular company.

About thirty of the sixty-six companies had more than fifteen

employees, and these companies dominated the collaboration in

the joint association and in the above-mentioned groups. Most of

the thirty dominating companies used the same name, adding the

name of the region in which they operated.

Almost all the companies were founded in the middle of the nine

teenth century. The original shareholders/customers were pre

dominantly farmers. From then until the 1950's most of the com

panies continued to operate in conditions that were internally

and externally stable.

During the 1950's Sweden underwent a number of important struc

tural changes, among them an accelerating rate of urbanization

as well as a decline and simultaneous concentration of agriculture.

These changes in the environment of the organization

gradually changed the situation of the organization itself.

Shifts in attitudes during the 1950's and 1960's regarding such

matters as marketing, business administration, public welfare,

and "consumerism" in all its aspects, also contributed to the

creation of a more dynamic environment. At the beginning of the

1950's the companies were still small, production-centered, and

stable; and the internal collaboration between them was weak.

Employees were generally recruited locally, and personnel turn

over was low.

From the 1950's onwards collaboration between the companies grew

more intense. As a result of the structural changes in the en

vironment mentioned above, particularly the decline in agriculture,

the companies began to develop insurance for other sorts of pri

vate property (such as houses, home inventories, motor vehicles,
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etc.) as well as for local authorities, small industries, workshops

and retail stores. This tendency grew more marked in the late 1960's,

and was put into effect mainly by the central organization.

At this time the central organization was thus instrumental in

effecting collaboration between the individual companies and in

securing the kind of specialized and usually large-scale resources

that the individual companies could not obtain on their own.

In the early 1970's the companies expanded these new product lines

considerably, particularly private home insurance, with the result

that the companies found themselves in a new market situation. In

the early 1970's the product-development period of the late 1960's

had been succeeded by a period of market development.

8.4.2 Competitors of the Organization

Traditionally the organization had a large number of scattered com

petitors, many of which had emerged from specific interest groups

in society. In the mid 1960's the earlier tendency of the insurance

industry towards concentration accelerated, and by the beginning

of the 1970's the competitive pattern had veered towards the oligo

polistic.

As a result of their traditional relationship with different interest

groups in society, and because of the character of their products,

the insurance companies became dependent on the actions of various

groups: the government and its agencies, the political parties,

the cooperative movement, the business world and the labor unions,

to mention some of the most important.

The main competitors of the studied organization can be described

as follows:

Competitor X operated on a nation-wide basis. It was run on co

operative lines and had close relations with the labor unions

and the consumer cooperative movement. There were also identi

fiable links between this competitor and the social democratic

party. It had a typical low-price profile.
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Competitor Y had emerged as the result of a series of mergers.

y's image on the market was one of tradition, quality, and

service; prices were middling to high. Like X, this competitor

operated on the whole Swedish market; it, too, was run co

operatively.

Unlike these two competitors, Z was a profit-making organiza

tion (an "aktiebolag"), operating internationally. Apart from

products such as home, life, accident and automobile insurance,

this company marketed insurance for big business corporations

and other large organizations.

Apart from these three main competitors, there were also a few

small competitors operating on limited markets. These,companies

often specialized on a particular consumer category and/or product.

The competitive structure of the Swedish insurance industry at the

beginning of the 1970's can thus be described as markedly oligo

polistic. The various companies carried rather similar products,

they specialized on different market segments, the competition

between them was characterized by conjectural behavior such as

price leadership and product imitation; furthermore there were cer

tain segments where both price and product competition could become

extremely keen and others where one competitor dominated and com

petition was practically non-existant except for a constant com

petitive threat. There was also evident awareness of the multi

dimensional interdependence between insurance companies on the one

hand and other large organizational units in different part of

society on the other.
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8.4.3 The Marketing Group

Traditionally, technical questions of insurance and administrative

processes dominated the collaboration between the companies. As

new product lines came to be adopted in the late 1960's, and new

markets conquered in the early 1970's, marketing and environmental

relations in general moved increasingly into the focus of attention.

The general trend towards concentration in the industry reinforced

this development. A Marketing Group was formed in 1968 to analyse

the organization's market relations and to develop a market planning

system. However, it was felt that before this could be undertaken,

the problem of organizational goals and competitive profile should

first be thoroughly analysed.

In the early spring of 1972, when the problem of general goals and

business concept had been analysed, the strategy formulation pro

cess in which I participated began. The marketing group consisted

of five members: 1./

Group member A had previously been marketing director in the

central organization; he became president of one of the indepen

dent companies in 1971. As marketing director he had been re

sponsible for general marketing matters for the organization

as a whole. His role in the group then changed. From being a

driving force and a "hard worker", he became in his new posi

tion an inspirator and a ?urveyor of information ~nd evaluations.

In 1972he described his role as essentially the same as that of the

other company presidents in the group, except for any slight

differ~nce that his previous functions as marketing director

might make.

Group member B was also president of one of the member companies.

He had been chosen primarily because he was on th~ executive

committee of the joint association. Thus B was originally chosen

because the group needed a contact with the board 9f directors

of the association.

!/ The description of the group members given here is based on my
initial interviews with member E



99

Group member C was president of one of the biggest

companies of the organization. On several occasions this com

pany had taken action independently of the others. Nor was his

company alone in having an independent attitude towards the

organization. Member C had thus been chosen partly to ensure the

loyalty of his own and other "independent-minded" companies and

partly because he was an experienced controller.

Member D was chairman of the group. He had been chosen, as member

A put it, "because of his high status and his good reputation in

the organization." He held a doctor's degree; members A and B

had ordinary university degrees in the same subjects. He had

formerly been a researcher in the field of agriculture before

becoming an executive in the in~urance business.

Group member E had been mar~~ting director of th~ central orga

nization since the beginniqg of 1972. His member$hip, and his

position as secretary of the group, was motivated by his function

in the organization.

Once in possession of thi~ information about the organization and

the marketing group, I began to plan the first group meeting.

8.5 PLANNING THE FIRS,! GROUP MEETING.!.!

For the first meeting with the group my main goals were to get the

members of the group to ~xpress what they knew and what they believed

about the organization a~d about its major competitive advantages

and disadvantages. I also wanted to get everyone to feel free and

relaxed together so that we could become creative when working to

gether. I also hoped to ~stablish an easy and infermal relation

between myself and the other group members. Also I felt it necessary

to place the responsibility for the outcome of the. meeting on each

and everyone of us, so that the company presidents would feel com

mitted to the work and 1 would not feel uneasy bec~use of any un

realistic expectations about what I could peform.

!/ The description of my own plans for the first group meeting is
based on my log-keeping, ,compare chapter 7, pp 85,86 and appendix
I D.3.
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Eventually I chose the following actions to attain my goals:

(1) A week before the meeting a questionnaire geared to the evaluation

of the organization's competitive advantages and disadvantages was

distributed to the group members. The questionnaire was intended to

get group members to think in dimensions relevant to an evaluation

of the organization and its market positions, and to make each one

take up a standpoint and to think out why he had taken up that

particular view. My idea was to get the members of the group to

motivat~ th~ir standpoints at the group sessions and to confront one

another if and when they had conflicting opinions. The questionnaire

had been constructed so that each respondent could evaluate the

competitive standing of the organization from +10 (very great com

petitive advantage) to -10 (very great competitive disadvantage).

At the group session, each member was to present his scores and his

main reasons for having chosen a particular standpoint.

The questionnaire was organized so that evaluations were to be made

separately for each product in each market segment and in 18 different

dimensions. The principal disposition of the questionnaire is seen

from figure 8.2 below. (The segments had been worked out in the

marketing department of the central organization for use in the

current marketing activities sponsored by the central organization.)

Segment An

rod.l Prod.2 Prod.n

Con sum ere ate g 0 r y A

Segment Al Segment A2

Prod.l Prod.2 Prod.n Prod.l Prod.2 Prod.n

3

2

4

1

etc.

Market
segments

and
Dimension products

~------~~-~~~~~~-~~~--=,--I'of evaluation

Figure 8.2 The principal organization of the questionnaire.
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The total number of scores to be set by the group members exceeded

one thousand. I intended in this way to get a thorough registration

of the group members' view on the strengths and the weaknesses of

the organization. When discussing each item the group members also

had to determine the importance of the di.ension+egment-product)

under review and the nature of this importance (they were to con

sider such questions as: which competitor should the item be com

pared with? What threats or opportunities are associated with the

particular item? What is the timespan and the probable evolution

of the opportunities or threats?)

(2) In addition to this questionnaire and the unstructured discussion

that I hoped would arise from it. I had prepared certain questions

to put to the group members about their feelings, hopes and fears

on certain issues. These questions were intended to make the group

members feel open-minded and, hopefully, psychologically secure in

the group.

(3) The third set of actions that I planned consisted of mode11ingl/
my own behavior in such way that the members of the group would feel

free to make suggestions, to ask questions even about things that

they felt they "ought" to know, and to express feelings that they

felt might be irrelevant. I hoped to achieve this by asking apparently

naive questions, suggesting far-fetched and maybe unrealistic solu-

tions to problems, and behaving disrespe,ctfully about ideas and con

victions that I believed to be strongly established in the organiza

tion. since a joint dinner at a restaurant was included as part of

the two-day group session, I also had an opportunity to build up a

more personal relationship with each member of the group. I met

member E several times when I was preparing the questionnaire and

the other questions, to get as much information as possible from him

about the organization and the group before our first meeting,and to

discuss with him certain of the actions that t planned.

8.6 THE FIRST GROUP MEETING Y

The first group meeting took place in June 197~~t the central organi

zation. Apart from myself. the four company presidents (A, B, C and D)

.J:./ Cf. P 84.
~/ The description is based on tape recordings from the meeting.
l/ Cf. Appendix II.

8-Asplund
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and the director of marketing (E) were present. The meeting lasted

for two days and included joint lunches both days and a dinner to

gether at a restaurant the first evening.

When member E had introduced me to the other group members and in

troduced each of them to me, I presented the, reasons for sending

out the questionnaire and the way I thought we should use it. I

then added that I had prepared some addition~l questions to help

me to cover certain aspects of the organization not included in

the questionnaire. Finally, I expressed the hope that we would be

able to communicate in a free and relaxed way.

Member A then complained quite spontaneously about the number of

items they had all had to fill in, and he was supported by the other

three company presidents. I answered jokingly (probably because

I felt embarassed by A's critical remarks, as I was fully aware

of the tremendous number of items I had confronted them with). I

got some support, however, from member E who argued that this

was probably the best way to tackle the problem. D smoothed over

the argument by stating firmly that he believed in this approach,

and he received unanimous support from the others.

After this short argument we began to discuss the items on the

questionnaire one by one. Normally I introduced the consumer cate

gory, while E and A, who had both to some extent been involved in

the analysis on which the segmentation criteria were based, gave

a brief survey of the principles which had been applied to these

criteria. There was very little discussion about the relevance of

the segments, but everyone agreed silently. I then introduced

the first dimension of competition - and asked one of the presidents

about his evaluations. He told us the scores he had given and the

main reasons for his choice. I asked the other group members if

their evaluations were any different, but their accounts were

almost identical to the first speaker's. So it continued item by

item. Eventually I tried to ask rather provocative questions, such

as:

"But how come, B, that you have put +5 here? I can understand
that C has done so because of the circumstances in his company,
but it couldn't be the same forfyou?"
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B: "All rigfat. there may be some differences between the circumstances
under which C and I work, but I don't think they should be exag
gerated - we shouldn't forget the similarities: There may also be
some differences between the way we have defined +5 in this par
ticular instance •••• "

The first day of the first meeting proceeded slowly. One market seg

ment after another was discussed, the pattern of communication re

maining much the same throughout the day. I did not find many oppor

tunities for provoking group members to make any firm stands; nor

did I have much occasion to be frank, open or bold, in a way that

would inspire the others to openness and frankness. On the contrary,

I felt during the afternoon of the first day that I was largely con

forming to what was apparently a group norm of conservatism and polite

ness. 1:./

At dinner on the first day, member A criticized me for not pushing

the group. I did not feel too embarassed or surprised by the remark,

as I interpreted his statement as a sign of a frustration similar to

my own over the smooth and conservative behavior of the group. During

dinner that first evening the group members developed a freer style

of communication, but they remained as conservative and closed about

the task as they had been during the day. No-one brought up any

subject that embarassed anybody else, and the discussion was of a

very "social" and general kind.

The second day proceeded like the first, except that all the members

appeared a little more relaxed. As I found the atmosphere lighter

and less tense, I felt more inspired to live up to the ideals I had

set for myself of being open and bold: suggesting "theoretical"

ideas, drawing parallels with other firms and industries - partic

ularly firms that had not succeeded because of organizational and

market myopia - and asking for information about things that I

"ought" to know. I noticed that the members of the group reacted

positively to my acting more freely and relaxedly. I made better

eye-contact with them all, and I noticed that they became more

expressive and reacted by laughing, smiling, nodding or even object

ing.

!/ This remark is based on my own log-keeping.
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By the end of the second day we had gone through the whole quesion

naire. Band D said spontaneously that they felt we had accomplished

something important during the two days, and that we had made sub

stantial progress.l~ and C agreed, but did not add many additional

positive comments. E agreed with everyone and looked pleased. I also

expressed my satisfaction with the meeting and pointed out that after

all the questionnaire had proved useful by putting the evaluations

of the group members in a systematic form. This, I said, had given

us a platform for the further analysis. We finally agreed that, with

some assistance from myself, E should put together the evaluations

agreed upon by the group and distribute them tQ the group members as

soon as possible.

At the end of the meeting, however, I was also left with another

impression that I did not mention. I had seen the group members

integrating their viewpoints in a way that, according to conven

tional criteria, could be described as efficient. Over a period of

two days the group members had discussed a fairly full list of

evaluations of the organization and arrived at common views almost

without argument. This made me suspect that something must be wrong.

So I decided to listen to the tapes from the meeting to find out

if there was anything in my own or the other group members' behavior

that could clarify my suspicion.

8.7 CONTROL OF THE EFFICIENCY OF THE FIRST GROUP MEETING

I started the analysis of the tapes by focusing on the communication

pattern in the group. I used the Bales ,technique (see methodological

appendix), and another researcher who was also familiar with this

technique made a coding independent of my own. We came to very similar

results, which consisted mainly of the following: 90% of the oral

communications consisted of my asking for information (Bales 7) or

for an opinion (Bales 8), and of one group member giving information

(Bales 6) or an opinion (Bales 5). The rest of the oral communications

consisted of various sorts of tension release (Bales 2), and a few

expressions of disagreement (Bales 10). Although this analysis only

reflected oral communication and the style of total communication 

including eye contacts, smiles, gestures, etc. - had improved con-

l/ The description of this conversation and of my own feelings
after the meeting is based on my log-keeping.
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siderably between the first and the second days. it still left no

doubt that the free and relaxed communication between group members

a~d between the group and myself, that was one of my principal goals

for the meeting, had not occurred.

Besides free and relaxed oommunication, my goals had included getting

the group members to express what they knew and felt about the organi

zation and about its relation to its environment, and getting them

to feel committed to our work so as to remove the responsibility for

the outcome from my shoulders. As well as the questionnaire, I had

used interview questions and modelling of my own behavior as my

principal methods. Besides revealing the stereotyped communication

pattern described above, the tapes also showed that we were all con

forming with each other on practically every question that I introduced.

It was striking, for instance, that although the group members all

worked in different regions with different characteristics, and although

they all belonged to different companies with somewhat different tradi

tions and probably different organizational characteristics, they

nevertheless all arrived at almost identical evaluations of the organi

zation. When I tried to open the group with follow-up questions, I

noticed that as soon as one member gave his reasons for choosing a

particular rating the others were quick to agree with him, to show

that they felt the same and had argued in the same way, etc. Instead

of openness, trust and individualistic behavior (all features that

had seemed to me desirable and even necessary to the efficiency of

the group decision process) I had experienced smooth conformist

behavior and conservative and tentative expressions of opinion. The

integration of information among group members took place through

me: almost all communication assumed the shape of my~asking one

member a question, whereupon he answered it, sometimes seeking support

for his opinion from the others, who were quick to agree with him.

As I argued in chapter 6 above, it seemed reasonable at this point

to search for explanations of the inefficient group meeting in the

structural properties of this particular group and of its intra

organizational environment.!~hus, some research into these structures

was the next step I took in trying to improve my intervention. Before

turning to this structural analysis, however, I will comment briefly

on some unintended consequences that my intervention actions may

have had.

lIef. pp 58-61.
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8.8 SOME POSSIBLE UNINTENDED CONSEQUENCES OF MY INTERVENTION ACTIONS

My first method (action) was to use a questionnair~/ I designed this my

self (although with a little help from member E).~~he questionnaire was

an attempt on my part to make sense of their world. This meant that I

assumed the responsibility for the diagnosis, which implied a violation

of my own goal - namely, to put the responsibility for the outcome on

the others. Further, as a questionnaire imposes a very formal way of

asking questions, it may also in fact have prevented the ethers from

being informal, free and relaxed, or from expressing themselves in a

creative way. Thus, to some extent, my theory in use seems to have been

mainly to remain in control: the formal method of questioning may have

resulted in my keeping the control, thus reducing my own anxiety; at

the same timet however, it may also have reinforced the very processes

that I had planned to start changing.

In addition to the questionnaire I had also prepared another set of
3/

question~ The group would thus probably understand that I had come

armed with a back-up theory of intervention, implying that if the first

strategy didn't work I was going to use another one. The second strategy

would consist of another set of questions, again defined by me. In this

way the group would learn from the way I acted that, if they did not

respond to my first set of questions, they would be confronted by a

new set. Thus I made myself more and more personally responsible for

the success or failure of the group. And this may have been what they

wanted!

Another aspect of my theory of intervention was to keep my intervention

plans secret from the others. This was the only way that enabled me to

use modelling of my own behavior as an intervention method.i~o put naive

questions or behave disrespectfully can, of course, only work if it is

a secret strategy; the consequence may then at best be to force the

group members to start behaving more openly. Keeping my strategy secret

may also have had the effect of keeping the others secretive, both

towards me and towards one another. Each group member may have had a

secret strategy vis-a-vis myself, thus fitting in with a certain theory

in use, namely that everyone carefully and purposefully manipulates the

others, but nobody admits that that is what they are doing. This would

also mean that when anyone was embarassed, the others would start to

protect him - which seemed the sort of behavior that could be exp~cted

1/ I regard the questionaire as a special form of interview cf. pp 79,80
2/ Cf. plOD.
3/ Cf. p 101
i/ Cf. pp 101 and 84



107

in an organization where people did not have to confront one another

(cf. the high degree of decentralization).

At several places the tapes also revealed that I mistrusted the other

group members. An example is the quotation above where I say: "How

come, B, that you have put +5 here? I can understand etc.", which

certainly meant that I mistrusted B at that point. I didn't say

openly, however, that I mistrusted anyone. In other words I was my

self failing to take the opportunity to be open in a way that might

have helped to create the group dynamics that I was aiming at.
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Chapter 9
The Second Part of the Orientation Phase

9.1 PROBLEM IDENTIFICATION BEFORE PLANNING
~HE SECOND GROUP MEETING

The first meeting had given the group a starting point, in that sig

nificant strengths and weakne~ses in the organization had been agreed

upon. However, there were serveral indicators (e.g. rigid and con

servative behavior, low risk-taking and poor communication) that gave

me reason to doubt the validity of the evaluations: perhaps they only

reflected what this particular organization was, by convention, pre

pared to talk about.

I found that two more important questions had to be answered

before I could plan any actions in connection with the second group

meeting:

(1) Were there any elements in the structure of the group that

could expla\j why the first group meeting had not been more

efficient? -

(2) Were there any elements in the structure of the organization

that could explain why the first group meeting had not been

more efficient?

Thus my preparations for the second group meeting consisted mainly

of examining the structure of the group and the structure of the

organization, besides reviewing my own behavior during the first

meeting.

II Cf. pp 58-61.



110

In the following sections the results of this examination will be

presented.

9.2 STRUCTURAL PROPERTIES OF THE GROUP 1./

In chapters 4 and 6 above, I suggested three dimensions in which

group structure appears to influence the two subprocesses of

information-seeking and information-integration. These three structural

dimensions were: member relations, differentiation in the group, and

the resources of the group. In the following sections I will discuss

these structural dimensions as I observed them in the group under

review.

9.2.1 Member Relations

In chapter 4 above I suggested that if a strategy formulation group

is to behave creatively and openly, the position-power of the leader

should be low'2~ this I followed the argument put forward in

Fiedler (1967)~I also suggested that, to stimulate member relations,

information-integration in the group should be free and open.

In this section I will describe member relations in the studied

group as they appeared to me. In doing so I will first discuss the

leader-position power and the type of leader-member structure

h 'I db' 37 d · d' h ·t at preva1 e • My 0 servat1ons-seeme to 1n 1cate t at certa1n

other dimensions of inter-member relations could also affect

the integration of information in the group in important ways.

These were the formal power of each group member, and the nature

of the line-staff relationship.

I employed two main methods for collecting information about

group structure: separate interviews with group members and ob

servation of group behavior during the initial phase of the

strategy formulation process (cf. methodological appendix).

lJ
2/
2/

The techniques that I used to collect data about group structure are
presented in appendix I A.
Cf. pp 37-39.
I made these observations when I listend to the tape recordings after
the first group meeting.
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Member D was chairman of the group and consequently its formal

leader. His leader-position power, however, was low; he had

neither sanctions nor rewards at his disposal vis-a-vis the other

group members, and group members A, Band C held positions

identical to his in the organization.

The secretary of the group, member E - the director of marketing

- played another kind of leader role. He proposed when and where

the group should meet,and through his position in the central

organization he was often better informed about competitors'

actions and about events concerning other companies in the

organization. However, his official status in the organization

was lower than that of the four presidents.

Member A certainly occupied no leader position, but his earlier

leadership of the marketing department, his position as E's ex

boss and his role as present president of a successful company

made him an authority on certain questions. Member B also assumed

a leader role in certain questions as he was a member of the ex

ecutive committee. Member C, who was president of one of the

biggest companies in the organization also had leader authority

on certain matters. Thus all group members held positions such

that power was evenly distributed among them. In addition, my own

role as consultant/interventionist also embodied certain leader

properties (as discussed in chapter.7).

It was always a possibility that this even distribution of power

might have the effect of promoting competition among group members,

thus preventing open communication. This type of power distribu

tion might then have inhibited the information-integration sub

process as much as a high degree of leader-position power (see my

assumptions in chapter 6 above).

Another feature of inter-member relations also seemed to threaten

information-integration. The four presidents were between forty

and fifty years old, whereas the marketing director and I were

both a little over thirty. The marketing department of the central

organization had a typical staff position in relation to the in

dependent companies: its goals were substantially different from

those of the individual companies; the educational background,

age, etc. of its members were different, as were loyalties and
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identifications. Thus there seemed every chance of a line-staff

conflict between the presidents of member companies on the one

hand and the marketing director and myself on the other. Many of

the characteristics typical of a line-staff conflict were present:

differences in age, career grades, education, professional back

ground etc. If a line-staff conflict did indeed develop, the in

formation-integration subprocess would be likely to feel the most

serious effects.

Thus, to summarize, the low position-power of the formal leader

seemed likely to have a positive effect on the information-integration

subprocess, according to the argument put forward in chapter 4. How

ever, I observed certain other aspects of intra-group relations

that could be expected to have a negative effect on information

integration. These were the equal distribution of formal power among

group members, and a line-staff relation between the four company

presidents on one hand and the marketing director and myself on the

other.

9.2.2 Deff e e e 1/1 erent1at1on 1n the Group -.

By differentiation (following Lawrence and Lorsch, 1967) I mean

differences between group members with regard to (1) goal orienta

tion, (2) time orientation, (3) interpersonal orientation, and

(4) cognitive orientation (cf chapter 4).

In the following sections the different dimensions of differen

tiation between group members will be analysed.

To collect data for the analysis I used interviews (following

the guide presented in the methodological appendix).

In goal orientation I include the personal goals of the group

members with regard to the task of the group.

Cf. P 39 and appendix I A.
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Member A had initiated marketing thinking in the organization.

and he felt that the present job was his own idea. This meant

that he ·felt committed to it for a very personal reason: the

fulfilment of his original ideas and aspirations as marketing

director. Further. he claimed that this kind of long-range

thinking stimulated his mind and was of great value both to him

self and to his company.

Member B's principal goals were to participate in important long

range thinking and to establish himself vis-A-vis the central

organization. He felt it to be in the interests of his company

that he should gain some insight into. and be able to influence.

the long-range strategic thinking of the organization.

Member C declared that he considered it a privilege to partici

pate. He particularly stressed the importance of this kind of

work for his own development as an executive.

Member D, too. wanted to gain experience and ideas that he could

apply to his own company.

Member E was convinced that this job was extremely important to

him personally and to his future position ifi the organization.

To summarize. it seemed that A and E were involved more personally

thatt the others, and-that E alone depended on the success of this

project for his future career.

In time orientation I include any ideas about the likely life-span

of the project, and in expectations the main problems envisaged and

the ideas of the various members about their own particular role in

the group. (The time orientation of the group members in their-re

spective companies will be treated in section 9.5.2 below.)

Member A expected that insufficient knowledge of strategic market

planning would be the group's greatest weakness. As a member of

the group he saw himself generating ideas, supplying information
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and making positive criticisms. He expected the work to take one

to two years from the start (at the beginning of 1972) and that

market forces would decide how long the results would be applicable.

B also expected the group to be short of knowledge. He had no clear

expectations about what would be discussed. He envisaged himself as

a hard worker and inspirator. He also expected to make positive

criticisms, particularly in later phases of the process. He expected

results of the project to be of a 10ng·range nature and the actual

work of the group to last for a year or two.

Group member C had no very definite ideas about the way the work

would turn out. He expected his own role to be rather passive, but

he also expected to some extent to make positive criticisms. He

also stressed a general long-range implication of the project, but

had no clear views about how long the group would be occupied on

its task.

Group member D expected the work to take about fifteen months and

the results to have long-range and far-reaching implications for

the organization. The main difficulty, he thought, would be to

express the id~as in a workable and useful document. He also ex

pected theoretical knowledge and research capacity to be scarce

resources. He had rather vague expectations about what the job

would actually consist of. He expected his own function would be

to supply information, ideas and positive criticisms.

E expected to be the hard worker in the group, the one responsible

for getting the job done and for arranging and organizing the

meetings. He also expected to be someth~ng of a "tickler", con

fronting the company presidents with new and sometimes conflict

ing ideas. At the same time he expected to become a sort of in

tegrator in the group. At an early stage E felt it necessary

to seek the assistance of a consultant, in prder to fulfil the

tasks he expected to have to undertake if the project was to

be successful. He expected the project to last for a little over a

year and that it would have an important long-rQnge impact on the

organization.
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Naturally the interpersonal orientation of the members of a group

can be studied from a variety of angles. When I came to diagnose

the degree of differentiation in this group, I decided to try

to discover whether the group consisted of particularly task

oriented or people-oriented members and whether this orientation

differed very much among the members. In order to get a rough

indication of the type of interpersonal orientation prevailing,

I used the grid test as suggested by Blake and MOuton(1964).

(See methodological appendix.)

I found that on an average the group showed a low level of con

cern for production and a high level of concern for people. This

is illustrated in figure 9.1 below.

Pt'Qduction

(low)
1

(medium)
5

I

)(

)(

(high)
9

F~~ure 9.1 Average Concern for People and Production in the Group

As ~hown in figure 9.2 all group members had a medium to high

l~vel of concern for people. Thus in this respect the group

appeared to be rather homogeneous. Concern for production among

the group members differed more. Group member A in particular

se~med more anxious than the others abo~t production results.

The observations made with the help o{ the grid test supported the

conclQ~iQns I had reached from the first group meeting and the un

structur~d interviews, namely that the group was rather-homogeneous

in its inter-personal orientation and that it was people-oriented

rather ~han task-oriented.
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Figure 9.2 Group Members' Concern for People and Production

By cognitive orientation I mean the type of basic education and

professional experience of the group members and their similarity

in these respects.

Member A had an ordinary university degree in agriculture; he

had eventually become head of the marketing department of the

central organization. When he first joined the organization,

marketing matters still played a subordinate role there. From

this time, due partly to his efforts and partly to structural

changes on the market, questions to do with planned and explicit

behavior towards the environment eventually came to playa more

dominant part in the activities of the organization.



Member B also had an ordinary university degree in the field of

agriculture. He was on the executive committee of the joint or

ganization.

Group member C, on the other hand, was a graduate of business

administration. After twelve years as controller in a textile

company, he left the textile industry and became president of

company C.

Group member D had been a researcher and assistant professor in

the field of agriculture before becoming president of company D.

He was actively involved in several executive groups in the or

ganization and chairman of this particular group.

Member E had acquired his theoretical knowledge from various

courses in marketing, business administration and insurance

techniques. His professional career had comprised a variety of

lower positions in the insurance industry, most of the time in

the central organization. He had acquired a thorough knowledge

of what happened in different parts of the organization through

jobs in various of the companies, as well as in the central or

ganization where he had been in the marketing department when

A was director of marketing. In spite of having no formal educa

tion in the field of agriculture, E had a good understanding of

agricultural problems. His father was a farmer.

To summarize, it seemed that the theoretical knowledge possessed

by the group members was rather homogeneous with a common orien

tation towards agricultural problems. They all had experience as

administrators, but only one member had much experience of any

other industry. The group members had very little theoretical

training in the fields of marketing and business administration.

We can now summarize all the different aspects of differentiation

in the group. Goal orientation, time orientation and expectations

were homogeneous; interpersonal orientation was people-oriented

rather than task-oriented and did not differ substantially among

9-Asplund
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group members. Cognitive and emotional orientation was homogeneous

in the case of the four presidents, while the director of marketing

differed from his colleagues somewhat in this respect. On the whole,

the degree of differentiation in the group was low.

According to the argument presented in chapter 4, the low degree

of differentiation in the group would have the effect of decreasing

the quantity of information sought and of making integration bet

ween the group members less complex.

9.2.3 Resources of the Group

The resources used by a group of this kind to accomplish its task

can be classified into the human and the material. The human re

sources are, primarily, the knowledge and experience possessed by

the group members. Material resources embrace the time, the money

and the research facilities at the disposal of the group.

Below I describe the state of the resources at the disposal of the

group under review. The data on which the descriptions are based

was collected at interviews held with group members.

All the members of the group mentioned the lack of any specialized

knowledge of marketing and planning in the group. My assignment

had in fact been arranged by the group in order to remedy this

particular lack. As I discussed in the previous section, differ

entiation in the group was low. This could be regarded as a weak

ness in the human resources. On the other hand, all the group

members held top positions in the organization, they were all

very well informed about the organization and its environment.

Moreover they had particularly good contact with, and knowledge

of, the organization's major class of consumers (agriculture and

the agricultural organizations). Thus the human resources were

certainly not poor, but they were too homogeneous to be ideal.
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9.2.3.2 Material Resources and Time_. - ----- ._"-''-' - _..- -....-. - ~ - - ~ -
Traditionally, in comparison with its competitors, the organiza-

· 1/ · 1· 1 f· d 1t10n~ss1gned very 1tt e 0 1tS resources to eve opment programs,

except possibly in the case of purely insurance matters. As a con

'sequence of this particular tradition, the present project, like

other projects of the same nature, had been assigned limited

material resources only. Further, the company presidents received

no specific reward for taking part other than their own personal

satisfaction. I conclude from this that the material resources of

the group must be regarded as low.

Thus, since the human resources were too homogeneous to be ideal

and the material resources were limited because of a strongly held

norm in the organization (shared of course by the members of the

group), I would describe the resources of the group as rather weak.

9.2.4 Summary of the Group Structure

Although the leader-position power was low, it seems reasonable

to suggest that the even distribution of power among group members

and the type of subgroup structure together would compensate, and

that the net effect of the three variables would be to increase

the complexity of the information-integration.

The low degree of differentiation in the group would have a

negative effect on information-seeking and this would be re

inforced by the scarcity of resources. The structures observed,

and their expected effects, are shown in figure 9.3 below.

1./ Cf. the discussion on p 89 on my terminology concerning
the organization, the central organization and the member
companies. Cf. also on p 121.
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Figure 9.3 Group Structure and the Information-serking and
Information-Integration in the Group l

9.3 THE STRUCTURAL PROPERTIES OF THE INTRA-ORGANIZATIONAL
ENVIRONMENT

In chapter 6 above I discussed three aspects of the organizational

structure which seemed to have particular implications for the de

velopment of the strategy formulation process.

First. I suggested~~at the degree of formalization in the organi

zation had implications for the information-seeking activities:

the better developed the formal information systems. the greater

the amount of information sought. I also suggested that a high

degree of formalization would bring group members into possession

of the same information. thereby facilitating the integration of

information. It is probable that the degree of differentiation

in an organization will also affect the amount of information

that is sought. If an organization is highly differentiated.

we can assume that it houses a large amount of special informa

tion within itself. The existence of internal pools of

information in a case such as ours probably increases the pro-

!/ Cf. pp 58,59
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pensity of the group members to seek information. If the degree

of differentiation is high, information-integration activities

will become even more complex because differentiation, by defini

tion, opens up a variety of aspects on each particular problem.

Finally, I suggested in chapter 6 that an abundance of resources

and a high degree of previous success would stimulate informa

tion-seeking and facilitate the integration of information in

a group.

In the following pages I will first discuss the overall organiza

tional environment of the studied group, after which I will ana

lyse the more immediate environment of each group member. Finally

I will discuss how formal structure, differentiation, resources,

and previous success differed in the companies of the four pre

sidents and in the immediate environment of member E in the cen

tral organization.

To collect the data for the analysis I made use of interviews

(as described in the appendix I.A.

9.3.1 The Organizational Structure

As I mentioned at the beginning of chapter 8, the organization

consisted of several independent, consumer-owned regional

companies collaborating in joint association and a central

organization. This naturally raises the question of whether

the organization should be considered as a single entity (as it

has been in these pages until now~/or whether the independent

character of the separate units should first be recognized and

their common activities seen simply as an external engagement

that could have rather different implications for each separate

company. However, I have chosen to describe the organization as a

single entity consisting of several independent companies because

the strategy did concern - and was implemented in - all the companies

(although the actual policies of each one might vary in view of

the particular circumstances).

l/ Cf. pp 93-96.
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If we look upon the organization as a single entity we can immedi

ately remark its highly decentralized structure. Each company had

its own board of directors and president executing the decisions

of the shareholders/owners. Each company commanded its own capital

funds and determined its own pricing, product and promotion policies

etc. The organization was also geographically dispersed, each company

having the sovereignty over its own geographical region (not com

peting with any other company in the organization). However, despite

the dispersed and decentralized structure, the values and norms of

the different companies were rather similar as a result of the close

ties with agriculture and the agricultural organizations and because

of similarities in size and function.

Coordination between the different companies was based on these

common values and norms, while common policies and actions were

agreed upon by special groups of representatives from the different

companies. The central organization also furnished all the compa

nies with the same information, which made it easier to find a common

approach to any vital questions. The common reinsurance system also

served to strengthen the ties between the companies.

Another feature of the organizational structure was common to all

the companies. They had all experienced a rapid growth in the

volume of their business at the beginning of the 1970's, but in

vestment in administrative resources (human and material) had not

increased at the same rate.

The material resources of the companies (capital funds related to

the volume of business) differed very much although a clearing

system had been set up to support the less wealthy companies should

the need arise.

As regards human resources, employees were mainly people who were

well-oriented locally and who showed considerable loyalty both to

their own companies and to the organization as a whole. On the

other hand many executives of the organization considered that the

average level of knowledge in the fields of management and business

adndnistration was lower than that revealed by the most advanced

of the competitors.
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since the organization had experienced rapid growth in the volume

of its business and enjoyed a high level of profitability, it was

regarded by its top executives (in the central organization and

in the companies) as highly successful.

9.3.2 The Immediate Organizational Environment of Each Groupll
Member's Companies A, B, C, D and the Central Organization

Company A

The company which group member A had joined as president - from

now on called company A - had previously been typically production

and control-oriented. Profitability had been high and capital

funds substantial; as a small, control-oriented organization,

its engagement on the market had been product- rather than customer

oriented. Consequently group member A, formerly head of the mar

keting department of the central organization, had to face con

flicting interests when he joined his present company.

In 1972 company A was still being administered along rather in

formal lines, although a trend towards the use of more formal

systems of integration and feedback could 'be noted. The company

already had an organizational chart and written job descriptions,

while a formal budgeting system had recently been inaugurated.

Formal criteria were also applied to the recruitment of new per

sonnel. However, most integration and control activities took place

at informal meetings between the managers of the various functional

units. Some of these meetings were planned in advance, but many

others were unplanned and spontaneous.

There were three functions and three hierarchical levels. Never

theless the president described the degree of differentiation as

very low; he was also unwilling to assign too much importance to

the development of refined budgeting and other control systems.

In his opinion the provision of positive stimuli, such as rewards

and other means of increasing employee identification with the

company, were more effective than controlling the efficiency of

operations already performed.

l/ The following analysis is based on the interviews described
in appendix I B.
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The president's primary task in his own view was "to establish

the company on the market and plan for reasonable growth". He

also explained that at present his activities were mainly geared

to short-run efficiency criteria (a few months at a time) but

that long-range work, such as the development of policies and

organizational structures, was tending to occupy more of his time.

In 1973, marketing aspects still dominated the organization, but

it was felt that structural developments were moving increasingly

into the focus of attention.

Should conflict arise in the company, the president felt that per

sonnel transfers and manipulations in the organizational structure

and the organizational processes were the main general tool to

han~ supplemented by more specific methods of solving particular

conflicts.

Profitability had developed extremely satisfactorily in company A

over the previous two years; the financial position also compared

very well with other companies in the organization and with co~

petitors. Growth measured in turnover, had been approximately 30%

a year for the last three years. Capital funds had increased. The

number of employees had increased by seven to twenty-two in 1972.

Personnel turnover was extremely low; customer loyalty was very

high.

Company B

I

Company B was also administered along rather informal lines.

Unlike company A, however, company B had previously had a more

formal structure which it had deliberately abandoned in order

to prevent a degree of "function thinking" not motivated by the

company's operations. Company B consi~ted of twenty-eight per

sons. Most feedback and collaboration operated informally. Most

employees were recruited internally or picked by management on

a basis of personal recommendations. The president had three

direct subordinates; the organization was functionally organized

but the degree of differentiation was low.
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There were three hierarchical levels, but hierarchy as such was

not stressed. Budgets were not used, but there was some fairly

simple planning of turnover and costs. The president felt that

efficiency should be considered from the angle of the customers;

their impression of the company was the best indicator of its

efficiency. Accordingly, the president tried to talk regularly

with customers and other persons in contact with the company and

its employees.

MOst of the president's time was devoted to discussions with sub

ordinates about their respective functional units. The allocation

of work between functions seemed to reflect the particular indi

vidual's capacity and interests rather than the function's original

needs. A considerable part of the president's time was also de

voted to communications with people in the company other than the

three functional heads.

Further, according to his own estimate, a large proportion of the

president's time was devoted to people who wanted to come in and

talk generally, "about the weather" as he put it. However, he

also felt that long-range questions were coming increasingly to

the fore, and that explicit policies helped executives to make

their own decisions in harmony with company objectives without

it beeing necessary to introduce formal planning and control systems.

Integration between the functional units, according to the presi

dent, concerned first decisions on policies and secondly decisions

about action in particular cases. In both instances integration

was generated in an informal, spontaneous and personal manner.

The president first tried to solve any conflicts that arose by

personal interaction and confrontation. Only if the conflicts

were primarily caused by the organizational design did he introduce

personnel transfers etc.

Efficiency, measured in terms of profitability and capital de

velopment, was good in comparison with the other companies in

the group; profitability and capital trends were also positive

in comparison with other enterprises in the industry. Expansion
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had taken place at a rate of approximately 10% per year measured

in number of insurances sold in the last two years, and at a

rate of 15% measured in turnover. The number of employees had

increased by seven persons during the last three years; in 1912

it was twenty-eight. Personnel turnover was extremely low;

customer loyalty was good.

Company C

Company C was one of the largest companies in the organization;

it had also been emphasizing its independence on several ques

tions of major importance.

The company was run on fairly informal lines, although big steps

had been taken towards the application of more formal systems of

management. The degree of differentiation was low; integration

systems were rather informal and personal. The president was in

volved in most major operations. No formal criteria were applied

in the selection of new personnel; the president was always in

volved.

Employees in the company now amounted to fifty-three persons

working in three hierarchical levels. The company was function

ally organized, but the division of work between the functions

seemed rather blurred and unclear as a result of various ongoing

reorganizations. No formal budgeting system was yet in use, but

a system was being developed. The president controlled efficiency

by rather informal methods, such as verbal reports. Formally

scheduled meetings were rare; most collaborative action took

place at spontaneous meetings. However, formal meetings were

sometimes held and more formal feedback and integration systems

were being developed.

At the beginning of the seventies various questions requiring

decisions about sales organization, reward systems, and general

administration had remained unsettled. At the same time rapid

expansion on the market underscored the immediate urgency of

such matters.
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Company C was characterized by high profits, a good supply of

capital, satisfactory expansion on the market, low personnel

turnover, and high customer loyalty.

Company D

Company D had twenty-four employees. It had an organizational

chart, but no job descriptions. No formal criteria were applied

in the recruitment of new personnel; recruiting was undertaken

by the president personally.

There were no formal or systematic feedback routines; budgeting

was informal and consisted of rough estimates only.

The company was divided into three functions and three levels,

but differentiation between the functions was weak. Integration,

in which the president played a very active role was mainly

effected at informal meetings.

The efficiency of operations was normally controlled by verbal

reports and frequent personal contacts. The president devoted

most of his time to fairly short-range matters, except in the

case of his engagement in the different groups in the joint

association, where the matters treated were normally geared to a

longer view.

The president felt that it was more important to stimulate iden

tification with company goals and commitment to the undertakings

of the organization, than to control the efficiency of operations

already performed. The president normally tried to solve conflicts

by discovering what they were really about and then finding work

able compromises. However, according to most people in the orga

nization, conflict had been almost non-existent during recent

years.

Profitability in company D had not been as high as it was in most

of the other companies in the organization, chiefly because of

the small supply of capital • The financial situation had also

somewhat restricted market growth. Measured in number of insurances



128

sold, expansion had been approximately 7% per year over the last

three years; measured in turnover it had been approximately 17%

for the same period. In 1972, the company had twenty employees;

this number had increased by one person a year for the last four

years. Personnel turnover was extremely low, and customer loyalty

very high.

The Central Organization

The central organization in fact consisted of a product and a

function organization. It had three functions - marketing, admin

istration and general function (including responsibility for

legal and similar matters) - and two product departments - motor

insurance and special categories (including certain parts of the

fire insurance types). In 1972 the central organization had some

two hundred employees.

To understand this structure in the central organization we must

bear in mind that the individual companies were subject to certain

restrictions in their legal rights. They could not produce or sell

motor vehicle insurance and certain other kinds of insurance; the

central organization on the other hand, had been granted this

legal right. As a result of this a central product organization

had emerged but, as was mentioned earlier, structural changes

in the insurance industry and the bro~der orientation of the

organization as a whole had brought marketing, strategic be

havior, and structural developments into the focus of atten-

tion.

The functional departments had gained in importance at the ex

pense of the product departments, This tendency was further

aggravated by the fact that the legal rights of the individual

companies had been increased by the legal authorities. There

had thus grown up a rivalry between the marketing and admini-·

stration functions on the one hand and the product groups on

the other. During the period concerned, when the strategy

formulation process was under way, the trend was in favor of

the functional departments, but the product departments could
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wield power, since they brought money into the central organi

zation as a result of direct business - not money received

from the member companies as membership fees.

In the central organization there was considerable differentia

tion between the departments; in fact, the degree of differen

tiation in the central organization was substantially higher

than it was in the individual companies. The central organiza

tion was also fairly highly formalized, at least in comparison

with the companies. Budgets were used, formal meetings were held,

and there were formal information systems for feedback and inte

gration. The central organization had five hierarchical levels

and five departments. Integration was mainly brought about

through the hierarchical structure, but at the top level it was

generated more informally between the administrative and market

ing departments. The director of marketing described his com

munication pattern in the central organization as a triangle

between himself, the president, and the administrative director.

Between marketing and the product departments, however, there

were greater barriers to communication due to rivalries,

The marketing department had two hierarchical levels only, but

there were differences in the status of the department members.

The marketing department employed fourteen people. The depart

ment's primary function, except in the case of the director of

marketing who was involved in the development of strategies and

policies (particularly through his membership of the marketing

group), was to act as a service unit for the member companies.

The department was organized by and large according to consumer

categories. Certain exceptions to this principle had historical

explanations.
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9.4

9.4.1

FORMALIZATION, DIFFERENTIATION, SUCCESS, AND RESOURCES
IN THE FOUR COMPANIES A, B, C AND D

Formalization

By formalization I mean the type of adudnistrative tools used

in the companies. In all four companies the procedures used were

very informal. Management was people-oriented rather than task

oriented, and more time was devoted to encouraging identification

with company goals than to the control of actual performance.

Only in the central organization was there a fairly high degree

of formalization. According to the argument presented in chapter

4, a low degree of formalization should provide far more oppor

tunity for individual executives intuitively and subjectively,

to recognize possibilities in the environment and grasp any

changes that favor their companies in competition. This leads

to variety in what we have called here the cognitive structures

in the strategy group.

9.4.2 Differentiation

By differentiation I mean the differences among executives in

the various functional units as regards specialization, time

orientation, and goals. Differentiation between functional

units in the four companies studied was not particul~rly marked,

although company C deviated somewhat from the general pattern.

This was probably mainly because of its size.

Because of the lack of differentiation betw~en fY~ntions, the

president was involved in a lot of short-range ~ctivities in

all the functions. Consequently he had relatively little time

left for long-range thinking. Differentiation was somewhat more

marked in the central organization.

9.4.3 Success and Resources

During the first year or two of the 1970'$ all the companies had

better profits, lower prices, better capital development, lower

personnel turnover, and better growth on the market than any of
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their main competitors in the industry. The companies represented

in the strategy formulation group were also relatively successful

compared to other companies in their own organization. In the

case of the central organization success and resources were

difficult to assess.

All companies represented in the group enjoyed high profitability

and a solid financial situation.

9.5 SUMMARY OF THE INTRA-ORGANIZATIONAL ENVIRONMENT

To summarize, I would describe the degree of formalization in

the intra-organizational environment of the group as very low

except in the central organization. Differentiation was also

low except for the central o~ganization, while resources and

prior success were both substantial. Figure 9.3 illustrates

the structural properties of the intra-organizational environ

ment and its probable effect on the two subproGesses quantity

of information-seeking and qpmplexity of inforro~tion-integration.

Formalization

Differentiation

+
Resources

Quantity of
information
seeking

Complexity of
information
integration

Figure 9.3 Organ~~~tional Structure, and Information
Seeki~g and Information-Integration

9.6 THE FIRST GROUP MEETING AND THE STRUCTURAL PROPERTIES
OF THE GROUP ANP THE ORGANIZATION

While I was analysing the structural properties of the organiza

tion and the group (as d@~cribed in the preceding sections), I

became increasingly aware of the cpngruency between these pro

perties and my own behav~or.
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The data showed, for example, that the presidents could expect no

rewards for being active and creative, and no punishments for failing

to be so. And I had confronted them with a questionnaire that had

the effect of putting all the responsibility on the designer of the

questionnaire - that is, myself and to some extent member E. Because

power was equally distributed, any group member could pontentially

become a leader - although nobody in fact assumed this role - and

I tried as far as possible to adapt my behavior to theirs by not

assuming an explicit leader role either. If the power dis~ribution

between group members can be said to have led to a latent competi

tiveness, I could be said to have conformed to this situation, for

example by "forcing" the others to use my questionnaire with my

inferred categories of their reality, and by "forcing" them to

more open communication by (secretly) modelling my own behavior in

an informal and sometimes even disrepectful manner. Thus, through

my questionnaire, through my conforming to the group norms, and

through my secret intervention actions, I may have reinforced the

very behavior that I had wanted to change because it fitted with

the prevailing structure.

9.7 GOALS AND PLANNED ACTIONS FOR THE SECOND MEETING 1:../

As I had now identified certain structural properties of the group

and the organization which, I had reason to believe, had affected

the efficiency of the first group meeting negatively, the best

intervention action might have been to change these structures.

This was not possible, however, because in some cases they were

associated with the overall organizational structure and were

therefore generally impossible to change in the short run, and in

other cases they were anyway impossible for me to change on account

of my limited power as an interventionist. Thus I started instead

to search for intervention actions that would be able to overcome

the causal power of these structural factors (I chose mainly among

those presented in chapter 7).

First, I decided to hold interviews to discuss what I considered

to be "low-threat topics". If my hypothesis about the existence of

latent competition among the company presidents was correct, I felt

that a "low-threat topic" would add to the feeling of psychological

1 The description is based on my log-keeping cf. pp 85,86.
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security among the members of the group and this, I presumed, would

increase their (and my) willingness to take risks and, consequently,

to become less conformist. If risk-taking increased and the group

became less conformist and more individualistic, it would follow

that the efficiency of both the information-seeking process and the

information-integration process would increase. I chose "the organi

zation being local" as a low-threat and highly cotmllunicable topic,

and based my questions on feedback from the first meeting that had

been distributed to the group by member E.

Secondly I decided to use alternative models to analyse the same

problem (as described in chapter 7), thinking that this would (perhaps)

modify the negative effects on the information-seeking process of

the low differentiation at both group and organization level and the

low degree of formalization at the organization level.

Thirdly, I decided to use follow-up interview questions on all topics

geared to an operational level of discussion. The questions were of

the type: "Now, how do you do that?", "Who does this?", "Can you give

me a recent example of that?" etc.

Fourthly, I decided to try to change, if possible, the "conservative"

attitude towards spending material and human resources on projects

of this kind, by presenting verbally some short cases describing what

other (successful) organizations had done on this front.

Chiefly because of the geographical and organizational situation, I

interacted frequently with member E during my preparations.l~his, I

felt, was a good thing, because E knew the organization thoroughly,

while I could contribute with the more general frame of reference.

However, I was also aware of the risk that it might aggravate the

division of the group into two subgroups, in which E and I would

constitute a kind of "staff" or working group, and the others became

a sort of passive listening group. I did not find any specific way

to counteract this, but I thought that if I brought it up for dis

cussion the group might, by its very awareness of the problem, be

able to prevent the possibly negative effects of such a line-staff

relationship.

l/ Cf. appendix II.

lO-Asplund
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Finally, I decided to continue using a rather smooth and tentative

intervention style (as opposed to a confronting or pushing style),

as I believed that both sides - the group and myself - needed a

high degree of psychological security in order to be able to con

tinue the project at aIle I felt this was of paramount importance

in this highly decentralized organizational structure with little

interdependence between its parts (which seemed to have led to

a system where people were not used to confronting one another).

If we were ever to succeed in formulating a strategy, the group had

to become a highly interdependent system (which is the definition

of an interacting task group, as I pointed out in chapter 4). II

9.8 THE FIRST DAY OF THE SECOND GROUP MEETING '.!:I

Because of certain unforeseen events, group member E could not

participate on the first day of this meeting. I saw this as an

opportunity also to try to diminish the risk of a line-

staff conflict, and reduce the potential rivalry between the

presidents. In this way I also hoped to create a less conformist,

more open-minded atmosphere, where questions and answers were

evenly distributed among group members and a general confronta

tion of conflicting ideas prevailed.

The first issue that I took up was the competitive advantage

that might follow from the decentralized organizational structure.

The issue was of course relevant, as it was one of many pieces

on which the strategy was to be based, but the main reason why

I chose this particular subject was another one. It seemed to

me that all the presidents would be able to discuss it, without

anyone of them feeling less successful or less well-informed

than the others.

The following dialogue may illustrate the type of questions and

answers that developed on a basis of the written feedback dis

tributed by E. (This illustrates the opening of the session after

the general greetings and social conversation had finished.)

II Cf. p 37.
II The description based on data from tape recording.
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Interventionist: In the material you have received. which is based

on the discussions that we had the last time we met. the "local"

status of the company is declared to be an advantage. If it is an

advantage - how do you exploit it. D?

~: It's really rather difficult to state in concrete terms the

advantages of being local.

Interventionist: Can you tell me then (to A) what local contacts

you have. compared with your competitors?

A: There are several dimensions. We have already emphasized the

board of directors, the employers and the "home-based sparetime

employees", and perhaps we should also discuss the position of the

president (A continues to express in detail his view on the

nature of the advantage of being local~)

~: (takes up spontaneously an idea initiated by A). The advantages

are more marked in the country, no doubt about that, and (continues

to develop why)

Interventionist: .But I thought that competitor x had the same organi

zational set-up in this respect, so they should have the same advan

tage?

A: Not in the same way. They have a similar technical structure

in this respect, but they are connected with different organizations.

(A continues to develop the differences between the organization

and competitor X in this respect.)

C: (interrupts spontaneously) I would just like to add one detail 

we often say that we "belong", etc. (C develops an aspect of what

A had just said).

The communication style presented above continued to develop, and

after a while the presiden,ts started to comment, obj ect and add fresh

information or comments in direct association with one another's

questions. And. although they did not put questions directly to

each other, the interaction between them was becoming freer and more
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relaxed. Throughout that day the tendency towards a free-and~easy

pattern of communication grew more marked, and I even found the

opportunity to take up some of the questions that I had designed

to provoke comparisons between two companies or two presidents

in non-sensitive dimensions.

9.9 ANALYSIS OF THE FIRST DAY OF THE SECOND MEETING

After the first day I checked the tape-recording against a Bales

analysis (see methodological appendix) to see whether my impression

of a freer and more open pattern of communication was confirmed.

Figure 9:5 shows how the pattern changed from the first to the second

meeting. From my own impressions and from the Bales analysis I concluded

that the communication style of the group had improved. (The figure

shows the results of the coding of tapes from the second hour of the

first day of the two meetings.)

Group
Inter
ventionist E D C B

Shows solidarity
Shows tension
Agrees
Gives suggestion
Gives opinion
Gives orientation
Asks for
Asks for opinion
Asks for suggestion
Disagrees
Shows tension
Shows antagonism

~ first meeting

o second meeting

means that
E was absentx

E

B

C

A

D

Figure 9:5

1
2
3
4
5
6
7
8
9

P f ·"· 10atterns 0 eommunlcatlon 1n the group 11
during the first and the second meetingJ/ 12

------
l/ Coded from the tapes by myself and another researcher
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The data from the Bales analysis supported my impression of better

(more efficient) group dynamics. However, whether or not this was

the result of my intervention cannot of course be established for

certain. It could be argued that the mere fact of our starting to

feel at home with one another, or of the certainty of the others

that they could now feel safe with me (or even control me), may

have made them more relaxed.

II
9.10 PLANNING THE SECOND DAY OF THE SECOND MEETING-

During the first day I had relied mainly on choosing a low-threat

topic on which all four presidents possessed considerable knowledge

and which it was relatively simple to discuss in concrete terms. The

level of concreteness then tended to persist, and if someone expressed

an idea or a "theory", it was not difficult for me to add questions

like: "But how do you do it? Are you involved, or only the salesman?"

etc. Thus the day had been successful in that respect. The remaining

goals for this meeting were to increase the amount of information

generated and also to diminish potential line-staff conflicts and

competition among the company presidents. In order to diminish

the risk of a line-staff conflict and to neutralize the potential

competition among the company presidents following from high and

equal position power I planned for the second day to try to make each

member aware of the structural properties of the group. I also planned

to try to strenghthen my personal relationship with each president

individually (as I was a staff member in this particular line-staff

situation).

The goal to get each group member to contribute more to the common

body of information - still seemed urgent. As I had found that struc

tural elements in both the organization and the group seemed to in

hibit the search for new information, I had at least to find some way

of bringing out into the open all the values and knowledge that were

already available, if latent, in the group (information-integration).

The principal method I had planned to use for achieving this was to

get the participants to analyse a particular problem area several

times over, using different models requiring different types of data.

II The description is based on my log-keeping.
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9.11 THE SEOOND DAY OF THE SECOND MEETINGl/

The second day of the second meeting started with;ta presentation

by E of a price-setting model (developed by E and myself as a

basis for discussing present pricing policies). The model was

based on the relations between market strength and financial

strength, with organizational and growth conditions as additional

restrictions.

After E-had presented the model (which he considered suitable as

an instrument for independent pricing in the different companies,

given certain agreed pricing rules) the following discussion de

veloped:

Interventionist: E holds that there is an ideal ratio, and that

this ratio could be striven for by each company.

!: But you all remember what happened in one region a few years

ago; it didn't cost a penny for competitor Z,and the board of

directors of the company in that region was extremely upset.

!: Yes, but what you say just shows how necessary it is to have

a good ratio - but you tell me who have a bad ratio what I should do.

What is the minimum ratio? - To survive!

D: There is no such ratio!

A: (simultaneously) You can't find one!

D: That depends on what happens in the market.
\

A: Competitor X may never get such an ide~

!: But if I want to go to my board of directors and argue that I

want to raise the price by 20% for our biggest consumer category,

I must be able to provide strong motives, as the board of directors

represents this consumer category: You (to D) say that I can just

give my reasons verbally, but not present any ratio •••

!/ The description based on tape recordings from the meeting.
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~: How do you find the ratio? What ratio? (Irritated) It doesn't

make sense: We just can't compare like that!

B: If we are in a position like the one you suggested, (to E) we

have other data that can motivate this decision.

!: OK, we agree about the goals - but I want to translate this into

something operational: Take company F: ~hey must face a situation

like this ••• (explains why).

c: But that can't be any problem:

~: He can easily motivate why he wants to raise his prices

(motivates why).

After this the discussion continued and my role was to facilitate

the communication between E and the four presidents. Eventually I

presented another pricing model ( a special version of oligopolistic

pricing) and a similar discussion developed, but in these analyses

there were no important differences between the viewpoints of the

presidents and those of member E.

During the rest of the second day we continued to discuss the material

prepared by member E, i.e. feedback from the first meeting. I observed

a general willingness to sharpen evaluations since the first meeting

and to judge certain evaluations (both positive-and negative ones)

as rather irrelevant to both short-run and long-run success. I inter

preted this as an effect of the increased openness and the higher

degree of risk-taking on the part of all group members.

During both days of the second meeting I felt more at ease with the

group, and I found it easier to communicate with the members. I inter

preted this as an effect of my research - I felt that I now knew

more about the group members and about their organization, and that

I could interprete their behavior better and adapt my own behavior

accordingly. However, none of the four presidents took any particular

initiative to bring up specific questions; they still remained rather

passive. When we discussed the environment of the organization we

restricted ourselves to an analysis of markets and segments in a way
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that is typical for modern marketing thinking. We then had diffi

culties accomodating these tools of analysis to long-range thinking

about the organization and its environment. I felt the need for

a developed frame of reference; I also felt I needed to know more

about the extra-organizational environment of the group members in

order to understand better the character of the impact that the
· f · 1/ ·enV1ronment had on the strategy ormulat1on proces~ So I dec1ded

to undertake further research on these matters.

9.12 PREPARING THE THIRD GROUP MEETING

My first step in preparing the third group meeting was to make further

inquiries into the structural properties of the extra-organizational

environment of the group members and of their respective external

contacts. The results of this research are presented below.

9.12.1 Structural Properties of the Extra-Organizational Environment

In chapter 5 above, I suggested that the environment of the organi

zation consisted of input and output markets and of various value
· · f 2/groups that 1nfluenced the behav10r 0 these markets. Further, I

suggested that the rate of change and degree of complexity in and

between markets and value groups would also influence the strategy

formulation process.

By rate of change I.mean in this context change as experienced by executiv~

in the organization.I / Thus, if the organization alters its own environ-

ment - for example by conquering new markets - it is exposed to a

changing environment even if these markets are in fact pretty stable

themselves. Naturally I include here any changes that occur in or

between markets and in or between value groups.

By degree of complexity I mean in this context primarily the rela

tions between value groups and between value groups and markets.

The higher the degree of structuring in the environment, the higher

too is the degree of complexity. Thus oligopoly constitutes by

de'finition a more complex environment than the traditional po1y-

1 Cf. chapter 5
2/ Cf. pp 49,50.
3/ Cf. Appendix I Cl.
i/ Cf. Appendix I C2.
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polies; further,in the case of oligopsony andrmultidimensional

oligopoly, the degree of complexity can be expected to be very high.

In the following sections I will discuss the rate of change and

the degree of complexity in the environment of the organization

studied. I will also discuss the contacts of each group member

with the extra-organizational environment, to see how they gathered

information about value groups in the environment and how they

tried to influence such groups.

To collect information about environmental structures I interviewed

group members and other persons connected with the insurance in

dustry, and studied internal documents and research reports on the

structural properties of the insurance industry.

The environment of the organization had changed character sub

stantially during the second half of the 1960's and the first
1/

few years of the 1970's.-Traditionally the organization had

worked outside the big cities, devoting itself mainly to solv

ing the insurance problems of the agricultural sector. Since

the middle of the 1960's it had extended its product-market

scope to include all kinds of insurance for private persons

(including life insurance in collaboration with a life insur

ance company), as well as insurance for small workshops and

retail stores and the local authorities (buildings, automobiles,

construction projects etc.). Thus, because of this switch in

product-market scope, the organization had found itself faced

with big changes in its environment.

At the same time there had also been some major structural

changes in the environment itself. Mergers between competitors

had given rise to an oligopolistic structure; the dependence

of companies in the industry on one another had become increas

ingly apparent. Price leadership, product imitation, price and

advertizing wars, retaliation on the part of a competitor under

attack geared to the "weak points" of the aggressors, and the

l/ Cf. P 95
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development of various long-lasting, strategic methods of com

petition were some of the traits typical of this increasingly

competitive behavior. Although the above list is far from co~

plete, it may nevertheless illustrate the change that had taken

place in just a couple of years.

Buying habits were also gradually changing, not so much because

of new consumer structures or determinants of buyer behavior

but because of efforts on the part of the insurance companies

to increase customer loyalty and to persuade customers to buy

all their insurances from the same company.

As in many other industries there was a growing tendency for

product developers to think "consumer-wise". Product develop

ment was aimed not at finding completely new products but at

developing better and more consumer-oriented versions of old ones.

The time required before a product could be imitated by competi

tors was very short.

The cost of damage to property had increased sharply towards the

end of the 1960's. There was also more theft and other damage

caused by criminal action. Labor costs had also risen, but this

had less dramatic effects. Inflation could also be counted as a

cost factor affecting the total capital funds of the insurance

industry.

The state had established new institutions to protect the con

sumer against various kinds of seller activity. In 1972 a com

mittee appointed by the Konsumentverket (the central authority

for consumer affairs) had investigated the need for better infor

mation to the consumer on insurance questions. There were other

changes too at the state level. The social democratic government

had far-reaching arriliitions in the field of social security and

this naturally affected the conditions in which the insurance

companies operated.
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The degree of complexity in the environment of the studied organi

zation. and of the insurance industry in general. had increased

as a result of the growing Ustructuring" of society. There were

also trends towards more - and more systematized - collaboration

and organization in certain consumer categories. which seemed to

be leading in turn to oligopsony on certain markets and in certain

segments. Collective buying made seller/buyer relations increasingly

complex. at the same time reinforcing the importance of certain

value groups .l.J

9.12.2 Summary of Environmental Structure

To summarize, I would describe the environment of the organization

during the period of the strategy formulation process as changing

and complex (figure 9.6 below). In other words it can be classified

as "dynamic" in terms of the model in chapter 5.

Rate of
change

+
Degree of I
comp lexi ty ....""""-------I~

Quantity of
information
seeking

Complexity of
information
integration

Figure 9.6 Environmental Structure, and Information-Seeking
and Information-Integration ~/

Extra-Organizational Contacts of Group Members l/

In order to adapt to changing and complex environmental condi

tions. an organization needs a well developed system of contacts

with markets and various value groups. The organization studied

in the present case appeared to have good contacts with customers

outside the big cities, particularly with the farmers. Other local

contacts also were well developed. In the next section the external

contacts of the individual group members and their own evaluations

of these will be described (naturally excluding contacts with me).

l/ Cf. also pp 96,97.

~/ Cf. pp 62,63
The description is based on the
interview described in Appendix I C3
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Member A

When discussing contacts with regional and local institutions, A

declared spontaneously that his relations with various institu

tions and other organizations were maintained through his own per

sonal contacts with certain individuals in these institutions or

organizations. With this purpose in view, A had joined several

more or less "social" organizations such as Rotary and a few

others with closer links with the business world and the insu~

ance industry. He also stressed that he maintained these contacts

so as to keep in touch with information whose value he could not

judge in advance and to have a channel of communication with

potentially interesting organizations and institutions (value

groups). He estimated that he spent about 15% of his working

time on external contacts, and that even much of his leisure

was spent on activities that could create - or maintain - condi

tions favoring the efficiency of his company's external relations.

He did not feel that in the long run any particular value group

dominated. The emphasis depended rather on whatever projects

happened to be enjoying priority at any particular time.

Member B

Group member B estimated that 10-20% of his working time and a

fairly small proportion of his leisure was devoted to external

contact work. He pointed out that the company had its head office

in a small town and that contacts were traditionally established

with executives in various local and regional institutions and

organizations. Thus, when he needed information, he normally knew

who to contact, generally by telephone, and no special activities

were needed to maintain - or create new - contacts. He felt that

this situation could be explained chiefly by the small size of

the town and the traditional position of his company there. How

ever, B stressed the importance of maintaining contact channels

with different political and social groups in the region, not only

with groups connected with the agricultural sector and its associa

tions. He felt that this was particularly important in a region

like his own, where agriculture was of minor importance, and where

even that little importance was declining
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Member C

Group member C estimated that about 15% of his working time was

devoted to external contacts, but that a substantial part of his

leisure was also spent on activities that included many con

tacts with different value groups. He also pointed out that the

company had been in operation for so long that it was generally

regarded as an established institution in the region. There was

a great deal of institutionalized contact between the company and

other regional organizations. Group member C was also a member

of Rotary and a few other similar "social" organizations. He felt

that as well as attracting customers, membership of these organiza

tions could bring the company other advantages in the long run.

Member D

Group member D devoted about 15% of his working time to external

contacts. He regularly met executives from various other organiza

tions or institutions in the town where his own head office was

situated. He pointed out the importance of maintaining institu

tional contacts in other towns in the region as well, and this

was one of the reasons why he was a member of Rotary. However,

he was not a member of any other similar organizations, nor did

he consider that much of his leisure was spent on maintaining

organizational contacts.

Member E

Member E's position as marketing director in the central organi

zation put him in quite a different situation from that of the

company presidents. His main scanning task, as he saw it, was

to keep in close contact with the insurance industry and with

competitors. However, he devoted a very small proportion of his

working time (5%) to maintaining personal contacts with value

groups. Instead he acquired information through a variety of pub

lications. He also felt that the information which came to him

through subordinates in his own department, through the executives

of the individual companies, and through the president of the

central organization, was more important than direct informa-
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tion from external sources. Information about activities in the

central state authorities normally came to him through the special

collaborative bodies of the insurance industry. Member E also

maintained certain contacts with banks. Generally, however, E felt

that his external engagement was much smaller than that of his

colleagues in competitor organizations. Member E was not a merrmer

of any "social" association such as Rotary, nor did he maintain

any personal contacts specifically for strategic scanning purposes.

On the other hand he felt that he carried with him in his mind a

"model" of the organization and its environment that made it possible

for him to combine various items of casual information or to

spot the significance of any information that came his way.

It seemed that the good contacts maintained by the four presidents

with local value groups and markets could perhaps offset the

possible negative effects on information-seeking of poor formal

information systems and a low degree of differentiation. On the

other hand the organization did not seem to have a well devel

oped system of contacts with the various central institutions

and organizations.

9.12.4 Goals for the Third Group Meeting 1/

The goals that I had set for the second meeting wer~ to "open up"

the group, to get communication distributed more ev~nly among group

members, to make group members contribute more, and to strengthen

each group member's identification with the group goal (i.e. to

achieve an efficient formulation of strategy). After the second

meeting I had checked the degree of goal fulfilm~~t (using a contents

analysis, a Bales analysis, and an analysis of e~~h of my questions

and its goal fulfilment) and could verify that the ~econd meeting

had been fairly successful.

It seemed that the group had overcome some of the 4ifficulties in

communication that I had assumed to be due to the positional equality

of the four presidents, and the risk of a line-st~f.f conflict did

not seem too great.

1/ The description is based on my log-keeping
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For these reasons I felt that priority should' be given at the third

meeting to goals concerning the search for info~ation rather than

its integration.

A low degree of differentiation in the group and in its intra-o~gani~

zation environment, and a low degree of formalization in the orga

nization, and the passive attitudes of the four company presidents

were, in my opinion, the structural properties that had chiefly

hindered the efficient search for information. As it was not within

my power to alter the first two of these factors, I had to find some

way of increasing the amount of information-seeking within the limits

of these structural elements. First I decided to continue to depend

on the method that I had already tried during the second meeting with

good results, namely to analyse a single problem with the help of

different models requiring different types of empirical data and

different assumptions. I also collected some cases that seemed rele

vant to the present organization.

Second, member E and I met various other members of the central

organization+/in particular several people from the administrative

department, in order to collect as much internal information as

possible. Third, to overcome the passive attitudes of the four COmL

pany presidents, I planned to try to get the group members to take

the responsibility for some of the preparations for the meeting.

E and I agreed with one of the company presidents (B) that he should

collect further internal data from his own company, to shed light on

some of the areas about which the group had lacked sufficient rele

vant information. The other members of the group also took part in

the preparations, particularly member A who had prepared extensive

analyses of external market data in his region, and member D with

whom I had spent a couple of days interviewing salesmen and other

staff at company D and partiqipating in some daily routines. Thus

preparation for the third meeting had been distributed more evenly

among group members, and I hoped that this would increase the commit

ment of the participants to the group goal. Fourth, a lot of written

material was distributed, both internal data from the central organi

zation and deriving from different departments, and conclusions from

the discussions at the second meeting. This material was prepared

by member E and myself.

1/ cf appendix II
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9.13 THE THIRD AND FOURTH GROUP MEETINGS 1/

The third and fourth group meetings had the same character, and

were mainly concerned with the contributions prepared by the various

members before the third meeting: the analysis and documentation

of the regional environment by member A; the analysis of internal

regional company structure by member B; the analysis of current

company procedures in company D by member D and myself; the analysis

and documentation of internal data from the central organization by

member E; and the development of a new model of organizational

environment and interviews in each company concerning the external

orientation of the companies, undertaken by myself.

During the meetings my role was mainly that of interviewer. I tried

to give new dimensions to each problem area by posing questions

that concerned the material prepared for the meeting. As my know

ledge about the organization had now grown as a result of my research

and of the previous group meetings, I felt increasingly able to

relate the organization to several ideas from various organizational

theories and to structures and processes described in case studies

from other organizations. Examples of organizational theories that

I brought up for discussion are those presented in chapters 2 and

4 above. Case studies prepared for business policy courses at various

schools of business administration were used to compare the situation

of the organization with that of other organizations. The group

members frequently referred to various restrictions on action due

to organizational or environmental \.haracteristics. The nature of

these restrictions came increasingly into the focus of attention;

some of them were identified as flexible, others as not very flexible

in the short run but more flexible in the long term. Alternative

behavior that violated the restrictions was discussed, and the

possible consequences of such violating behavior analysed. During

the fourth meeting, questions touching on the evaluation of poten

tial strategies began to receive an increasing amount of attention.

I therefore felt that the phase devoted exclusively to orientation

could be terminated, and attention turned to questions of evaluation.

1/ The description is based on data from tape recordings
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9.14 MY EVALUATION OF THE THIRD AND FOURTH MEETINGS 1/

~y goals for the third and fourth meetings had concerned information

seeking rather than the integration of information. Previous diffi

culties derived, as I saw it, from the low degree of differentiation

in the group and the organization, and from the low degree of formali

zation in the organization including poor (computer-based) information

systems. Further, the expectations of all of the company presidents

implied a rather passive view of their own role in the group. This,

too, seemed to have had a negative effect.

In preparing the third and the fourth meetings, specialists from

other departments had been involved. This had to some extent neutralized

the negative effects of the low degree of differentiation in the group.

However, the organization as a whole also had a low degree of dif

ferentiation and a low degree of formalization. This last structural

property had been partly compensated at the third and fourth meetings

by making comparisons with other organizations and studying the models

of behavior applied in these organizations. The passive attitude of

the four presidents, on the other hand, probably derived from the

fact that there were no rewards for productive behavior in the group

and no punishments for passivity.By making each company president

responsible for some part of the preparations, a psychological reward

and-punishment system developed within the framework of the group.

Also, by working actively on various parts of the preparations, the

company presidents generally became more involved and therefore

identified more with the group task. So, on the whole, I felt that

the later part of the orientation phase had been satisfactorily

efficient.

9.15 TASK ACCOMPLISHMENT DURING THE ORIENTATION PHASE l/

In the model of strategic planning as a group decision process pre

sented in part I, I assumed that the output from the orientation

phase would be some kind of data. Obviously the character of the

data for strategic decisions can vary substantially, depending on

the particular kind of strategic situation concerned. It can also

vary according to the efficiency of the group dynamics that have

1/ The description is based on data from my log-keeping

l/ The description of the output concerns all the meetings 1-4.
cf appendix II

II-Asplund
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evolved. In chapters 8 and 9, I have discussed the character of the

group dynamics in the present case, and what I - as the intervention~

ist - did to create conditions in which more efficient group dynamics

evolve. In conclusion I will now briefly descirbe the kind of data

about the organization and its environment that emerged from the

orientation phase. Because of competition in the industry concerned,

I will discuss this output in model form rather than in the form in

which it was actually produced.

More specifically the output of the orientation phase was supposed

to give the group members a realistic picture of the "organizational

ego". In order to produce this we had discussed the "strengthS and

weaknesses" associated with a typical company, and then compared

these evaluations (made by the four company presidents on a basis

of their respective views of their own companies) with data from

market surveys in two regions and an analysis of the organizational

and financial conditions of the companies in these same regions.

These market surveys and company analyses had provided the group

with more valid information, and the original analysis of specific

strengths and weaknesses was revised accordingly.

A subsequent step was to discuss the present and future implications

of the historical development of the organization. Special attention

was paid to critical events (or "shocks") in its history, and in

the value structure that this nad generated. When the data about

present organizational, financial and market conditions, and about

the historical development and its reflection in the shape of

strongly-held values on the part of key organization members, had

all been analysed, we turned to the restrictions in production

technology, administrative systems, financial conditions and

market relations that set limits on the organization's freedom of

action. We further analysed the character of these restrictions

and tried to find out how far they could be changed. We also tried

to discover when and at what cost any possible changes could be

effected. The character of the restrictions was also analysed to

find out how far they were the same for all the member companies

and, where we found them to be different, we tried to determine

the size and range of the difference.
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The documents produced were of course\extens~ve. However, they were

summarized in twenty pages including general assumptions, a historical

description of a typical company, the restrictions on freedom of

action, and a market analysis of strengths and weaknesses.
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Chapter 10
The Evaluation and Control Phases

10.1 INTRODUCTION

In this chapter the evaluation and control phases will be described

and analyse~/The character of these phases was somewhat different

from that of the orientation phase: meetings occurred more frequently

and often involved some members of the group together with one or

two specialists who did not normally belong to the g~oup. The charac

ter of the problem-solving shifted to more specific evaluations, and

questions of applicability and acceptability gradually began to re

ceive more attention.

In the control phase, questions of validity and acceptability domi

nated, i.e. how valid were the various strategic ideas to the organi

zation, and how acceptable were they - or could they be made to be 

to the organization's executives?

After describing and analysing the evaluation and control phases, I

will briefly summarize the entire strategy formulation process and

my intervention.

10.2

10.2.1

THE EVALUATION PHASE

MY Goals for the Evaluation Phase

In the evaluation phase I felt that the most urgent need was to analyse

the data and descriptions generated and agreed upon in the group during

1/ For a chronological description of the meetings during the
evaluation and control phases see appendix II.
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the orientation phase. In this new phase, therefore, th~ information

seeking would involve new combinations of existing data rather than

the search for new data. The information-integration would consist

of agreeing upon, and understanding the use of, particular analytical

models as a basis for the choice of future policies, as well as agree

ing upon the policies themselves.

10.2.2 Principal Activities Planned for the Evaluation Phase

The low degree of differentiation in the group, and its low degree of

task orientation, seemed to be the major obstacles to an efficient

analysis of data. I had therefore to find some way of counteracting

the negative effects of these structural properties. First, member E

with his vast empirical knowledge from the insurance industry, and

myself with my experience of theoretical model-building and problem

solving, worked together to design models relevant to the choice of

strategy in the insurance industry as a whole, and in this particular

organization. Secondly, we decided that when decisions were to be

made in special areas, we would bring in specialists from the central

organization whenever such were available.

Thirdly, we would increase the amount of contacts with members of the

organization who did not belong to the group and discuss with them

certain questions to enrich the group and avoid isolating its members

too much from other executives.

No further effort appeared necessary to ensure efficient integration

in the group; I decided that we should simply continue our activities

from the orientation phase. The group members were now communicating

more freely and efficiently and did not appear to feel any hesitation

about asking for clarification or suggesting ideas or hunches. They

also frequently expressed their feelings, positive or negative, about

particular ways of approaching any of the problems (cf. chapters 8

and 9).
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During the evaluation phase numerous meetings were held, attended

by two or three members from the group and specialists from other

functional areas of the central organization. Member E and I met

frequently, often at short notice if one of us had some idea to

discuss with the other. The formal group meetings were devoted to

a critical analysis of propositions put forward by any of the group

members. E was often in contact with various of the other group

members to check certain facts before the formal meetings, and often

one or other of the company presidents contacted E to discuss regional

events. Policies and priorities agreed upon in the group were often

revised as new policies were analysed. In the end all subproblems

already solved were reconsidered, as new problems were analysed.

There was no formal decision-making, but during this phase agreement

among group members about the strategy of the organization was grow

ing all the time. The group became more open to its environment, and

various exchange processes with the environment became more important

to its activities. The following sections can illustrate the nature

of the processes that 'were developing throughout the eveluation phase.

The processes are not described in chronological order; instead they

are arranged according to the part of the group's environment with

which they are associated: the intra-organizational and the extra

organizational environment respectively.

Throughout the period during which the marketing group was occupied

with its strategy formulation, computer-based information systems

were being developed in the organizatio~/Formal and informal meetings,

in which E participated, were being held on this subject in the central

organization. E wanted the systems-development people to take the

general ideas agreed on in the marketing group as a base for their de

velopment of information systems. The systems people, on the other

hand, felt that the marketing group should specify exactly what type

of information they wanted, thus giving the systems people a "list

of operational demands". However, the marketing group was not yet ready,

1/ Compare also appendix II

1/ The description is based on my log-keeping.
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nor had they got a consensus from the rest of the organization on

their ideas about such matters as priorities and policies. Thus they

did not feel ready to make the detailed specifications demanded.

A special 1nformation systems group was formed, in which E and

myself were to participate together with several systems people,

including the administrative director.

Many ideas emerged, about which we were unable to reach agreement;

it was even difficult to find a common language. The systems people

wanted detailed instructions from the marketing people about .the

kind of feedback information most urgently needed for efficient

market planning. E and I, on the other hand, wanted to get a con

sensus decision on certain principles for the information system,

such as the construction of a decentralized system that would supply

the autonomous companies rather than the central organization with

relevant information. The group met a few times and the systems

people put forward their ideas - and E and I put forward our ideas.

E and I were certainly influenced by their way of putting the

questions, even though we were not ready to make any definite state

ment. The systems people eventually admitted that they saw our

point of view, but did not see what they could do about them.

Finally we agreed that we could not come to any specific agreement

at this stage of our respective projects, but that we would keep

in touch regularly to exchange ideas and, at a later stage, we

would probably be able to figure out workable solutions on a more

operational level.

A second example of exchanges with the intra-organizational environ

ment of the group was its contact with the product departments. The

production people naturally saw the products as the starting-point

of any analysis of market relations, whereas the marketing group

had chosen the customer and market segments as their starting-point.

From these different ways of looking at the organization and its

markets, there emerged different vocabularies, different analytical

models, and different ideas about profitability and profitability

measures. No specific solutions were found to these conflicts, but

the marketing group were prepared to reformulate certain of their

ideas in order to increase their logic and acceptability in the

eyes of the production people.
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A third event that may serve to illustrate intra-organizational

exchange processes was the involvement of the group in one of the

member companies. This company had experienced substantial losses

and wanted help to solve some problems involving marketing policies.

Confronted with an urgent problem, the group found itself compelled

to make operational recommendations, both short-range and long-range.

Certain policies agreed on in the group were revised so as to make

them more easily applicable both to the company in difficulties and

to the organization in general.

These three examples may suffice to illustrate how the group became

involved in ongoing operations, and what impact these involvements

had on the work of the group; also how, as a result of its involvement

the group began to see that certain of its ideas were implemented in

concrete situations and that they were accepted by some of the key

executives in the organization. The fact that the group members were

all involved in current operations - each in his own organizational

context - was of course of the utmost importance, both for getting

feedback from the organization on certain ideas and for influencing

the organization in a way that would eventually make the strategy

more easily acceptable.

Competitors had as a whole experienced low profits on some of their

products and on some market segments during 1971-1972. However, those

particular segments did not constitute a major section of the customers

of the organization, whIch had not therefore experienced the same un

favorable development in its profitability. Partly, at least, as a

consequence of the low profitability mentioned, the three big com

petitors had lowered the quality and raised the price of certain

products. Meanwhile, the group was currently studying the competitors'

actions and their implications for the market situation. Member E,

as director of marketing, was in daily contact with member companies

in need of advice about how to react on the competitors' pricing and

product activities. During these events, I was in frequent contact

with E, and with some of the company presidents, for discussions of

price-product behavior in an oligopoly market based on cases from
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other industries and the new data we had collected. Naturally the

company presidents, too, were all facing the problem of how to react

to the new market situation themselves. This product-price problem

gave the group an incentive to go through the pricing policies again

and again, and the ongoing exchange with the extra-organizational

environmnet certainly had an impact on group thinking.

Many other examples of extra-organizational events - shifts in con

sumer attitudes, mass-media interventions, government policies,

other competitor actions and so on - could be mentioned, but this

example may perhaps suffice to illustrate the kind of relations

that developed between the group and its extra-organizational en

vironment during the evaluation phase.

10.2.4 EVAluation of the Evaluation Phase

During the orientation phase the group had functioned as a rather

closed system, in the sense that most of its interaction with the

environment took the form of searching for information from the

environment. During the evaluation phase, the involvement of

experts on certain questions, the exchange of ideas. and the inter

pretation of certain events together with other executives, and

some involvement in current operations, subsequently changed the

character of the exchange processes with the environment. These

processes no longer consisted of rather passively collecting in

formation from the environment; instead they implied an active

involvement in ongoing organizational processes, which gave the

group new insights into norms and values in the organization. This

active involvement also made the group into a power unit in the

organization; at the same time the group was working to get certain

of its ideas implemented in the organization.

Thus, during the evaluation phase the roles of all group merrlbers,

including my own, changed. The company presidents grew more active

in every respect. They were forced to act when their own companies

were involved (e.g. the pricing decisions exemplified above); on

other occasions they poses sed exclusive information that had to be

considered by E before he could take a stand on a current problem
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(e.g. the development of information systems). In all these ways

the discussion about policies and principles was enriched by em

pirical events. This continuous feedback from the environment stimu

lated the presidents to become more active, as they experienced in

their everyday decision-making the problems under review in the group.

This feedback became more important in the evaluation phase than in

the orientation phase, as the activities of the group then included

the evaluation of potential courses of action and decisions. My own

role also changed during this phase. I came to be used by the group

members as an expert on market behavior and policy formation; I was

also useful as a person who had some knowledge about the organization

and about various theories, but who was not as involved as they were

in all the ongoing operations. One of the company presidents put it

like this: "I can pass the ball to you, and get it back again. This

helps to clarify what I'm thinking and doing." Or, as E often put it:

"I'm just calling you to check my judgement on this particular ques

tion." I did not feel that I had to make any specific effort to get

the group to integrate their opinions or standpoints, or to generate

more information. This kind of initiative came from the various group

members.

Subsequently, I observed that the group seemed to be ready with its

analysis about the choice and formulation of a strategy, and that

it was now focusing its attention on problems of control, i.e. that

the ideas would be accepted, that the policies were accurately ex

pressed in the relevant documents, etc. Questions of control now

predominated over questions of evaluation in the group's work. The

evaluation phase had been highly successful: the group had developed

to become an open system, using specific resources within itself,

and adopting external resources, as they were needed. Poor intra

group communications and lack of trust no longer prevailed. The

Bales' analysis of the tape recordings of group meetings showed that

the communication pattern in the group was now much more evenly dis

tributed among the members and, as subjects of a controversial nature

were brought up, I noted that group members stated opinions and argued

about them, before deciding on a common stand for the whole group.

By being more open towards the rest of the organization during the

evaluation phase the group had also prepared itself for the final
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phase - to communicate its ideas to the organization as a whole.

10.2.5 Task Accomplishement During the Evaluation Phase

The output for the evalpation phase suggested in part I was "choice

of alternative". Various writers in the fields of business policy

and marketing have made normative recommendations as to how a

strategic plan should be decided and documented (cf. for example

Ansoff 1965, Katz 1970, and Andrews 1971). In this book I have

argued that each organizational system is sufficiently unique to

develop its own system, although I agree that the ideas developed

in the literature can sometimes provide stimulating ideas and a

conceptual framework for work in a specific organizational system.

I will now briefly discuss the form we finally chose for our

analysis of the choice of strategy for this particular organiza

tion, and how we decided to document our ideas.

First we1~nalysed consistencies and inconsistencies in certain

values that were strongly held by key executives (the group members

and certain other executives). The outcome was an equalization of

values (at least of espoused values) in the group and a decision

about the values that should be given priority in view of the pre

vailing restrictions on freedom of action (due to organizational,

technological, financial and market conditions). The group then

tried to find out which restrictions it seemed realistic to try

to change, given existing value priorities and resources (possible

changes in the basis for competition). The result of this analysis

could finally be expressed in terms of orientation toward value

groups, markets and market segments.

Secondly we~ade a choice of general market behavior and of general

behavior toward other environmental spaces. In light of the specific

orientation of the organization and the different priority ratings

prevailing in the various value groups, markets, segments and other

environmental groups, and of the strengths and weaknesses we had

identified in the organization, the group decided on different sets

of behavior depending on the character of market events. For example,

apparently similar actions on the part of competitors directed toward

.1/ "We" refers to the entire group.
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different segments with different priorities, were identified as

calling for quite different responses; or, an attack by one com:

petitor on one segment might call for one response, while an attack

on the same segment but by a different competitor might call for

another.

Finally, the evaluation phase was devoted to a thorough analysis of

policies regarding products, prices, distribution, etc. for each

identified market segment.

A resume of the documents produced on various topics during this

phase was composed, under the general heading of "Strategy" and. con

taining a summary of the decisions arrived at by the group.

10.3

10.3.1

THE CONTROL PHASE

The Group and the Problem After the Evaluation Phase

The group had grown more mature during the evaluation phase, although

there had been little conscious effort to facilitate intergroup com

munication or to engender feelings of trust and solidaritY~/It seemed

that things had started to improve during the orientation phase, and

then continued to do so without any specific effort being made. During

the evaluation phase the group had reached agreement on many rather

controversial questions concerning the future strategy of the organi

zation. This agreement had strengthened the feeling of loyalty within

the group and solidarity with the standpoints evolved there. Group

members were now prepared to communicate their views and even to

defend them. The trivial fact that by this time group members had

spent quite a lot of time in each other's company, had strengthened

the mutual liking they felt for each other.

After the evaluation phase the task was almost complete. However,

although the members of the group felt they had reached a common

standpoint after making a thorough analysis, they could not yet be

sure that the visible outcome - the actual document produced - would

communicate their message to other people in the organization. Thus,

the general situation after the evaluation phase was that the group

1/ These evaluations are based on the coding done by myself and
another researcher on basis of tape recordings from group
meetings.



162

had grown more mature and had developed a considerable feeling of

group solidarity; it was pleased with its own prob1e~solving and

decisions. But despite its greater openness, the group was still

rather uncertain of itself vis-a-vis its environment, particularly

some of the other company presidents who might be expected to

object to the group's analysis for reasons of prestige, power, or

envy, or because they held conflicting values.

10.3.2 Goals for the Control Phase 1/

In the control phase the group's goals were geared to the acceptance

of the strategic ideas by those who were to implement them. This

meant finding out what other executives in the organization thought

about the contents (information-seeking), at the same time taking

any necessary action to hold the group together in the face of

possible criticism or other external pressure and acquainting the

other group members with any feedback received from external sources

(information-integration). The.group itself (myself excluded) was

to decide on the action necessary to achieve these goals. I felt

that my intervention mission was drawing to a close and that the

group was now functioning as u unit in the organization without

any assistance from myself.

10.3.3 . · 1 A··· 1 1/Pr1nc1pa ctlv1t1es Panned -

My principal plan for the control phase was to see that the group functioned

by itself and then to withdraw. If the group functioned by itself, it should

be able to set its own goals for the control phase without too much guidance

from me.

The first group meetings of the control phase were devoted to reading and

revising various sections of the written document. Each groqp member con

tributed by correction and rewriting certain passage~ and sp~e of the work

was divided between member E and myself.

l~en we had completed this internal control - a critical revision and a

verbal analysis of all passages - the group decided on cert~in steps to

check the readability of the documents. I will summarize these activities
2/

below.-
1/ The descriptions are based on my log-keeping.

~/ cf the chronological description in appendix II.
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(a) Each president in the group leads a seminar in his own company

Each president in the group was to hold a seminar in his own company,

to find out what his subordinates and his board of directors felt about

the various matters dealt with. These opinions were then to be communicated

to, and discussed in,the group.

(b) Pre~entation to the top executives of the central organization

Top executives in the central organization had been kept continuously

informed by E and had already passed on to E their views on many of the

ideas and policies presented. Thus, when they now rather informally went

through the documents, it was only to discuss certain words and expressions

which could be expected to ?ave specific impacts. The group felt this was

an important check on the readability of the documents.

(c) Visit to another organization

The group decided to accept an invitation (without my participation)

to a seminar in an insurance company in another country, with a similar

organizational structure and with the agricultural sector as its

traditionally dominant consumer category. The group thought this

would be a good opportunity to discuss certain crucial ideas in the

written document, thus getting some feedback from an external,

"neutral" and well-informed source.

(d) Presentation to the executives of the marketing department

The executives in the marketing department had not seen any previous

manuscripts or drafts of the documents. Their involvement had been re

stricted to assisting during the evaluation phase as specialists in solving

certain specific problems. Thus, their comments were considered very

important as they would be responsible for providing various staff services

that would be necessary to th~ efficient implementation of the strategy

as a whole.
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(e) Presentation to the presidents and chairmen of all the regional companies

This presentatio~ was to take place at a hotel in Stockholm. Certain important

aspects of the strategy were to be presented by the group to an audience

consisting of the presidents and chairmen of all tne companies in the organi

zation. (This presentation was only one scheduled for one half day whereas

the total program contained several other issues.)

The members of the group decided to reconstruct some of the discussions they

had had when they were finding their frame of reference and choosing between

major alternative strategic orientations. The discussions were to be per

formed like a play, in which each group member played himself. On this

occasion,the document was to be distributed to the presidents and the

chairmen. The document consisted of (1) a general frame of reference

(2) a description of a model company (3) a strategy for that company and

(4) a planning model.

(f) Two-day regional seminars

As a final check and a first organized step towards implementation, four

two-day regional seminars were planned to be held in Linkoping, Goteborg,

Malmo and Sundsvall. Member E and I were to lead the seminars, each of

which was attended also by one other group member.

At the seminars, case discussions were to be held in small groups of four

or five persons, with plenary sessions and short lectures to follow up

and summarize the discussions in the groups.

Two weeks before these seminars the program for the various days was

to be distributed. Each participant was to get a case - a description 

of a company with characteristics that differed from those in the

model company presented in the document. During the two days the

participants were to decide on the general scope and policies for

this company and then, according to the policies chosen to decide

on the action to be taken in response to environmental events (com

petitor actions, events concerning particular market segments, etc.).

The seminars were to be the last validity test of certain strategic

principles suggested by the group, and to constitute the first step

towards an implementation of the strategy.
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The activities during the control phase were designed by the group

members without my playing a dominant role. The question of how to

present the strategic ideas - to sell them as E put it - to the rest

of the organization, had been a matter brought up for discussion

from time to time ever since the beginning of the orientation phase.

It is therefore not surprising that all the group members had de

veloped certain ideas in this respect. When one member announced

that he was going to hold a seminar with the board of directors in

his own company to get feedback from them and to influence them,

the other company presidents announced that they had similar plans.

The reports that I got from these seminars contained comments on a

generally positive acceptance on the part of their respective boards

of directors, and suggestions that certain expressions in the docu

ment should be reformulated to avoid misinterpretations.

The report that I got from the group's trip abroad contained a some

what more detailed explanation about why the organization in the

foreign country had not understood some of our choices and evalua

tions. But, as a whole, the group returned full of enthusiasm at

the chance to discuss thoroughly some of their most urgent problems

with the top executives of a similar organization. When E presented

the document to the executives in the marketing department, I was

also present. Most of the questions concerned the way the document

was to be used by the member companies, and what specific consequences

certain ideas could be expected to have for the marketing department

of the central organization in its current operations. The ideas put

forward in the document had already been internalized by the executives

as a result of their daily interactions with member E, their boss.

The presentation at the hotel in Stockholm to the presidents and

chairmen of all the regional companies was generally regarded as a

success. The group members performed a lively discussion "re-play"

on some of the questions that had been discussed particularly in

tensely in the group before, and which seemed appropriate to the

present context.

12-Asplund
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The regional seminars were considered by the group members as a crucial

validity test of the document produced. Would it be able to communicate

vital strategic thoughts in a way that was both convincing, acceptable

and relevant to the participa~ts? For me, as the interventionist, it

constituted a final and ultimate validity test of my intervention (cf.

chapter 7). At all four group meetings the program functioned well. Dis

cussions and conflicting opinions about different strategic ideas were

brought into the open and, on the whole, the principal ideas suggested

by the group were accepted. My own role during these seminars was that

of external expert on marketing and business policy. Sometimes I in

troduced relevant theories and models as a basis for discussions in

small groups, and sometimes I summed up discussions by presenting in

some more general ideas on the topics treated in the small groups and

in the plenary discussions. E was the formal leader of the seminars.

He now and then supplied and filled in the background to various co~

petitor actions and other market events.

When these seminars were over, most companies followed up the seminars

with internal seminars on the strategic issues that had been initiated

by the document presented by the marketing group and by the discussion~,

at the regional seminars. With these seminars the marketing group judged

its task to be finished, and I judged my intervention to be accomplished.

I withdrew form the project and from the organization.

New projects had been generated by this strategy formulation project,

and these started to develop in groups similar to the original marketing

group. Implementation and reformulation processes continued in the dif

ferent companies of the organization.

10.4

10.4.1

A REVIEW OF THE INTERVENTION PROCESS

Goal Fulfilment of the Phases and Intervention Actions

The structural strengths and weaknesses prevailing in each phase, the

goals in the different phases, the action taken and the cont~ol

are all summarized in figure 10.1. Surveying the strategy formulation

process as a whole, the low degree of goal fulfilment in the orientation

phase compared with the two' subsequent phases may s~em striking. In the

orientation phase my main goal had been to get group members to say what

they knew and what they believed about the organization and about its

major competitive advantages and disadvantages. I had also wanted to get
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everyone to feel free and relaxed together and to accept less restricted

patterns of behavior in our meeting and talking.

However, at the first meeting these goals were not fulfilled at all, and

even towards the end of the orientation phase I still felt that group go

were rather confused, that a few members dominated and others were passi

that the group depended too much on a few persons, that group members we

polite, closed and guarded and, finally, that they were all inclined to

stick to their rather stereotyped roles. All this made it very difficult

for the group to ~enerate ideas in a search for relevant information

about strategic alternatives.

Gradually, towards the end of the orientation phase, and more

particularly during the evaluation and control phases, certain

group processes grew more efficient: the pattern of communica

tion became more evenly distributed, individual group members

each took on a greater proportion of the work, and responsibility

for the job was shared more evenly among group members. As a

result. general creativity improved and the goals set both by

myself and by the group for the evaluation and control phases

were fulfilled to a much higher degree.

Why did the orientation phase fail to turn out as I had expected?

I had been aware that there would be problems in confronting the

group members with one another and trying to get them to express

their views and evaluations. I had designed a questionnaire and

special interview questions to overcome these very problems.

Were the questionnaire and the interviews badly designed? As they

were quite comprehensive and the respondents found them highly

relevant, I assume that there was nothing wrong with the questionnaire

and the questions in themselves. Instead, the fault probably lay in

the fact that no specific effort was made to create a real "group"

out of executives A, B, C, D and E. I had designed certain goals

for my own intervention and for the different phases. But I had

not sufficiently emphasized the importance of forming a group

capable of creative activity. No explicit effort was made to get

each group member to declare his expectations or to try to under

stand the expectations of the others. Also, there was general con

fusion about the roles and responsibilities of the different mernbers.

My own inter7ention actions may also have reinforced certain group
processes. 1
11 cf pp 106-107



169

Special activities could have been designed during the orientation

phase to encourage group development. It should have been made

clear to all group members at the beginning of the job that a

psychological relationship between the people who are to constitute

a group does not necessarily develop efficiently without some ex

plicit effort in this direction.

A working group in an organization is probably not composed of

members with a strong mutual liking or great common interests that

are likely to promote creative and efficient problemLsolving.

My initial actions during the orientation phase were focused on

the efficiency of the individual contributions of each group

member, but not on the efficiency of the group as a group. In

the end we became a group, because our goal (to formulate a

strategy) became more and more a shared one and because our

common efforts and the results we achieved made each one of

us identify increasingly with the group. Thus the strategy

formulation process itself eventually molded us into a group.

The efficiency of the strategy formulation process might have

been greater if group dynamics had been more attended to. in the

beginning. The first part of the orientation phase could well

have been devoted explicitly to the problem of creating a

group, and this would probably have resulted in greater overall

efficiency.

10&4&2 The Value to the Intervention Process of the Diagnosis

Model

I prepared myself for the intervention process by investigating

the structure of the group, the structure of the organization

and the structure of the environment. Did these research acti

vities generate valid information that was relevant to the

group and its problemLsolving and to my own intervention actions?
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I examined leader-member relations and observed the line-staff

relationship and the equal position-power of the group members.

I then took measures to avoid some of the negative effects that

these structural properties could be expected to have on the

group. I expected the low degree of differentiation in the group

to have a negative effect on information-seeking, and therefore

took certain measures to compensate for this, for example by

making special investigations and bringing in specialists on

certain points. However, if the degree of differentiation is

taken as a parameter when a group is actually being composed,

it should be possible to compose it so as to attain an optimal

value in this respect. A systematic analysis of the resources

at the disposal of the present group showed that, contrary to

my intuitive expectationJthese were rather poor. Time was scarce,

investigation capacity was low, differentiation was low, and

the attitude to spending resources on projects of this kind was

conservative. In the course of the job, all members of the group

grew aware of the necessity of allocating time and other re

sources to the project. (buring the control phase resources were

much less scarce.)

Structural elements of the organization in which the group was

operating - such as formalization, differentiation, previous

success and resources - were of the greatest importance in de

ciding the shape of my intervention. The lack of formal informa

tion systems could be expected to have a negative effect on

information-seeking, and special systems therefore had to be

developed to generate relevant information. For the hard data

of a formal information system was substituted soft data gene

rated from close contacts with the local market. The search for

information was accommodated throughout to the nature of the orga

nization. Because of the low degree of differentiation in the

individual companies, we used specialists from the central orga

nization for specific investigations. Over a longer period of

time the structural elements of an organization can of course

be altered, but a group and an interventionist working on one

particular project have to accommodate to the existing organiz

tional structure.
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My initial intuitive impression was that the environment of the orga

nization (i.e. the insurance industry) was rather a static one

with a well-known technology, homogeneous products, oligopolistic

competition and a stable number of customers (the insured). A

model of the environment and an analysis based on this model

revealed the opposite. The environment was in the process of chang-'

ing due to a variety of factors: changes in product-market scope.

innovations in adndnistrative routines, new buying habits and atti

tudes in society. The environment was also complex, in that rela

tions between various value groups that influenced markets and

market segments were themselves complex. Oligopo1istic and oligop

sonistic features complicated the environment even more. Recogni

tion of these dynamic features in their environment encouraged

the group to search for additional information.





Chapter 11

Some Concluding Remarks

A principal purpose of all intervention studies is to help the

client system. In the case described in this study the purpose of

the intervention was to help a group of executives to formulate an

effective (marketing) strategy. As I discussed in chapter 211 it

is generally difficult to determine if a strategy is efficient or

not and the difficulties are still greater if the efficiency is

to be determined ex ante (before the strategy is implemented).

I suggested, however, two ways for finding evidence of the degree

of efficiency of a strategy ex ante: One was to let top executives

in the organization, who had not participated in the process of

formulating the strateg~ estimate whether the strategy could lead

to goal fulfillment.
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In the present study regional seminars where held where all the

top executives of the organization were involved.~1 The main

strategic ideas and the principal policies suggested by the group

were then agreed upon by the other executives of the organization.11

!/ Cf. p. 16.

~I Cf. pp. 164, 165 and 166.

11 Cf. p. 166.
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The regional seminars were followed up in most of the regional com

panies that had developed their own versions of the model strategy

suggested by the group and their own tactics for implementing the

general strategic ideas. Thus if acceptability and implementability

of the strategy are seen as evidence of efficiency this strategy

was efficient in this sense.

Another way to find ex ante evidence of efficiency, which I suggested

in ch~pter 2!/, is to evaluate whether the process during which the

strategy was formulated is efficient. I discussed that aspect of

efficiency in chapters 8, 9 and 10 and particularly towards the

end of chapter l~/. My general conclusion was that if more atten

tion had been paid to the development of efficient group dynamics

during the initial part of the orientation phase it seems probable

that the group would have been able to better utilize its resources

and reach its own potential. I also concluded that the subsequent

phases developed with satisfactory efficiency compared to the goals

that I as the interventionist had set for these phases.

The more academic purposes of this intervention study were to broaden

the field of in~ervention (toward task intervention) and to broaden

the view of corporate strategy by focusing on the strategy formula

tion process and by using a research method not previously employed

in studying this problem. It seems clear to me that the first of

these purposes was successfully filfilled as I used an intervention

approach to strategy formulation and the client succeeded fairly

well in its purposes.1/ In all intervention studies there is, however,

the difficulty of determining the exact degree of impact that inter

vention has had on the process. i / I consider the means I used to

control the efficiency of intervention actions reasonably reliable.~1

However, these techniques can only to a limited extent alert the

researcher and the reader of the possible existence of "third

variables" and of possible alternative explanations to what has

happened. Neither can these techniques totally eliminate the re-

!/ Cf. p. 16.

2:../ Cf. pp. 166-171.

11 Cf. chapters 8, 9 and 10.

il Cf. chapter 7. particularly p. 72.

2.-/ Cf. pp. 85-86 and appendix I.



searcher's potential perceptual bias caused by his own personal

involvements and preferences. But' log-keeping tape recording,

feedback to client and independent codings by another researcher

are still as I see it reasonable instruments to ensure satis

factory reliability.
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The second main academic purpose was to broaden the understanding

of corporate strategy by focusing on the process during which a

strategy is formulated. This has been done before by, for example,

Chandler (1962) using the historian's case-description methods.

(A reconstructed case study using the terminology that I suggested

in chapter 7.1/) The question is then whether the intervention

method used here has increased our knowledge about strategy

formulation in general. It is impossible to answer this

question with any certainty (because of the dangers inherent in

single-case generalizations). I can only express my own belief.

It seems probable tome that some of the group dynamics observed

her~/ and other similar dynamics may well occur in other groups
/

in other organizations working with the same or similar problems.

I then argue that explicitly planned procedures to identify

structural properties of the group, the organization and the

environment, like those described in this study, can help another

interventionist or a manager to better foresee the kinds of pro

cesses that may occur. Reliable instruments of observation (a

taperecorder, coding schedules for group dynamics, and log-keeping)l/

will, of course, help both an interventionist and other group

members to observe actual group behavior and identify the dis

crepancies between their theories of actio~/ as espoused and

as applied. This would be a good starting point for increasing

group effectiveness.

Finally I would argue that the application of behavioral methods

to core managerial decisions is a fruitful area for further

research and that intervention is a promising research method

!/ Cf. p. 68.

~/ Cf. chapter 8 and 9

1/ Cf. chapter 7, pp. 85, 86 and chapter 8, pp. 104 and 105.

~/ Cf. chapter 8, pp. 106 and 107.
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in this respect. It also seems premising as a means to integrate

theory and practice beside the more conventional consultant approaches

and traditional education in management.



Appendix I

Research Methods
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This appendix is intended to provide the reader with a description

of the variables studied, the questions asked at the interviews,

the data-processing procedures and the methods used to ·control the

effects of the intervention actions. The appendix is organized

according to problem areas: Croup structure (A), Organizational

structure (B), Organizational environment (C) and Group behavior (D).

A. GROUP STRUCTURE

The theoretical aspects of group structure, and the reasons why

certain variables seemed to lend themselves to study for the partic

ular purposes of this project, were presented in chapter 4. The

variables chosen for the investigation of group structure were:

(1) degree of differentiation, (2) leader-member relations and

(3) group resources.

A.I Degree of Differentiati0n

Following Lawrence and Lorsch(1967) , degree of differentiation was

defined as the difference among the group members in goal and time

orientation, in interpersonal orientation and in cognitive orienta

tion.
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A.I.I Goal and Time Orientation

In order to investigate goal and time orientation, I collected

data at separate interviews with the group m~mbers. I had de

cided on certain subjects to be covered in the interviews, but

I used an unstructured form of interview technique that allowed

each interview to develop in its own way. The subjects to be

covered were as follows (R=respondent):

(1) R's conception of the group task;

(2) R's expectations regarding his own role in the group and
the roles of the other group members;

(3) R's expectations regarding the major difficulties facing
the group in the solving of its problems;

(4) R's expectations concerning the duration of the pro j ect-;

(5) R's motives for participation.

The following sample questions will give the reader an idea of

the kind of questions asked to cover the various subjects:

What did you expect your main contributions to the group
to be?

Did you expect to provide the group with information?
to coordinate?
to provide ideas?
to make positive criticisms?
to listen passively?
to work hard?

anything else?

Did your experience in the group deviate considerably
from what you expected?

What did you expect the role of the others to b~?

How did you interprete the directives (from the board
of director~) and the objectives for this project?

What difficulties did you expect the group to h~ve?

How long did you expect the group to be working on the
project? -

Why did you w~nt to participate?

I undertook the proeessing of the data myself. I made a short

description of the qnswers received from the respondents, grouped

under the subjects treated in the interviews. In thi~ way I could

compare the answers relevant to each subject separately. Then I



listened to the taped record of each interview a few times, noting

any spontaneous remarks and characteristics typical of the dif

ferent respondents.

To investigate interpersonal orientation I used the questionnaire

developed by Blake and Mouton (1964). Blake and Mouton chose the

variables of task orientation and person orientation as the key

to managerial orientation as a whole, but it seemed to me that I

could fruitfully use their approach as an indicator of inter

personal orientation. I used the second part of the test only,

because of the simplified data processing that I applied here

(only five individuals were to be investigated). Blake and Mouton's

formula was of course translated into Swedish, but I present it

below in its original English version:

(instruction)

"Consider all the "1" element statements (i.e., aI, hI, cl, dl

and el) and select from them the one which best describes your

behavior. Circle the on~ which typifies you best. Do the same

for "2". Follow the same procedure for the "3", "4" and "5"

elements.

Element 1: Decisions

179

al.

hI.

cl.

di.

el.

I accept decisions of others.

I place high value on maintaining ~ood relations.

I place high value on m~king decisions that stick.

I search for workable, even though not perfect, decisions.

I place high value on getting sound creative decisions that
result in understanding and agreement.

Element 2: Convictions

a2. I ~o along with opiniops, attitudes and ideas of others or
avoid taking sides. .

b2. I prefer to accept opinions, attitudes, and ideas of others
rather than to push my pwn.

c2. I stand up for my ideas, opinions, and attitudes, even though
it sometimes results in gtepping on toes.
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d2. When ideas, op1n10ns or attitudes different from my own
appear, I initiate middle ground positions.

e2. I listen for and seek out ideas, opinions and attitudes
different from my own. I have clear convictions but respond
to sound ideas by changing my mind.

Element 3: Conflict

a3. Hhen conflict arises I try to remain neutral or stay out
of it.

b3. I try to avoid generating conflict, but when it does appear,
I try to smooth feelings and to keep people together.

c3. When conflict arises I try to be fair but firm and to get
an equitable solution.

d3. When conflict arises I try to identify reasons for it and
to resolve underlying causes.

Element 4: Te~per

a4: By remaining neutral, I rarely get stirred up.

b4. Because of the disturbance a temper flare produces, I strive
to keep my emotions under cap.

c4. When things are not going right, my temper wells up.

d4. I rarely lose my temper but tend to be impatient when things
are not moving.

e4. I rarely lose my temper, even when stirred up.

Element 5: Humor

as. My humor is seen by others as rather pointless.

b5. My humor aims at maintaining friendly relations or when
strains do arise, it shifts '"attention away from the serious
side.

cS. My humor is hard hitting.

dS. My humor sells myself or a position.

eS. My humor fits the situation .~d gives perspective; I retain
a sense of humor even under pressure.

The data was processed rather simply, as I did not feel any far

reaching conclusions could be drawn from the grid test - at least

none relevant to my purpose. However, I hoped that the test would

furnish me with a rough indicator of whether the group was mainly

person or mainly task oriented. Thus the average score was cal

culated for each element and each individual, as well as the

average score for person orientation and task orientation for

the whole group.



In order to investigate cognitive orientation I collected data

at separate interviews with the group members. As before, I had

chosen certain subjects to be covered in the interview, and I

then applied an unstructured form of interview technique. The

subjects to be treated in the interviews were as follows:

(1) age, education and professional experience;

(2) recent position, number of years in the present position
and with the present organization;

(3) special interests, particularly associated with the job.

As R's external contacts were to be treated in another part of

the interview (see section C below), this subject was omitted

here. The following questions may illustrate the character of

the interview:

When did you take up your present position?

What did you do before?

How many years have you been with the organization and
with your present company?

What education have you had?

How did you come to enter your present position?

Can you describe the main categories of work in your
position?

Do you take a special interest in any specific part of
your job?

etc

The same data processing procedure as described under A.I.I was

used:

(1) a short description was made of the answers received from
the different respondents under each of the subjects
covered;

(2) a short description of the answers of each respondent on
all the subjects.

13-Asplund
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A.2 Leader-Member Relations

Following Fiedler '(1967), I defined leader-member relations

initially as:

(1) leader-position power, and

(2) type of communication style (open and/or formal and rigid)
between leader and members.

After the first meetings with the group, I decided it was neces

sary to consider two other aspects of leader-member relations

(or rather, relations between group members as well, namely:

(1) the power structure of the group, and

(2) the subgroup structure including line-staff relations.

The investigated variables finally turned out to be three:

(1) Leader-position power (including communications between
leader and members)

(2) Power structure in the group, and

(3) Subgroup structure of the group.

For all three variables two principal methods of data collection

were used: interviews and observation of group behavior. I will

now describe briefly how I used the methods for each of the

variables.

A.2.l Leader-Position Power

In order to investigate leader-position power, I collected data

mainly and principally at separate interviews with the group

members. I had chosen certain subje·cts to be covered in the

interviews, and here too I used an unstructured form of inter

view technique. The subjects to be covered were:

(1) the role of the leader and of each individual member;

(2) sanctions and rewards at the leader's disposal, and

(3) type of communication style in the group.



The following examples may illustrate the type of questions

asked:

What are the functions of the leader in this group?

How do you look upon your own role in the group?

How would you describe the roles of the other group
members (including the leader)?

Are you rewarded in any specific way for participating
in the group? For being productive?

Who, if anyone, can decide that group members be given
rewards or sanctions for productive or unproductive
behavior?

Do you use any specific rewards to stimulate other group
members to be productive? (to the leader)

I processed the data myself. First, each subject was treated

separately and I wrote a description of each one based on the

answers. Secondly, each group member was treated separately and

I wrote a description of his answers to the questions under this

variable. Thirdly, some areas of specific interest were ear

marked for further investigation at the group meetings.

As mentioned above, the interviews constituted my first and prin

cipal method of data collection. Observation of group behavior

helped me towards a better understanding of the leader-member

relations. Observations during the first two meetings also per

suaded me to extend the variable to include the power structure

and subgroup structure of the group.

A.2.2 Power Structure

In order to examine the power structure of the group, I inter

viewed other executives in the organization, studied documented

data about the group members and their respective companies, and

used information received at other interviews. No specific inter

view questions (to the group members) were designed in this case.

The subjects to be covered were:
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(1) prestige and status of the group members in the organiza
tion (including formal and informal aspects);

(2) prestige an~ status of their respective companies and/or
departments;

(3) education and professional experience of each group member.

I processed the data myself, making descriptions of each group

member and of the group as a whole.

My observations during the first meeting had persuaded me to

inquire further into the existence of subgroups within the group,

and particularly the existence of line-staff relations between

subgroups. Following the line-staff characteristics discussed

by, for example, Rehnman, Stromberg, and Westerlund (1964), I

examined the role of the central organization vis-a-vis the

member companies and the differences in age, state of career,

education and goals between the company presidents on the one

hand and member E and myself on the other. I also looked for

other reasons for the emergence of subgroups, for example the

existence of "rich" and "poor" companies in the group, and

differences in age, education and personal aspirations among

the company presidents.

A.3 Resources

In connection with time and goal orientations, questions were

asked about expectations and plans concerning the material

resources to be assigned to projects of the present kind. In

connection with cognitive orientation questions were asked

about the education and experience of each group member.



B. ORGANIZATIONAL STRUCTURE

The theoretical aspects of organizational structure and the

reasons why the study of certain variables seemed likely to

serve the particular purposes of this study were presented in

chapter 4. The variables to be investigated in the case of

organizational structure were:

(1) degree of for~malization.

(2) degree of differentiation, and

(3) previous success and present resources.

B.I Degree of Formalization

Following traditional organizational theorists, I defined formal~

ization as the type of budgeting and planning instruments used,

the type of information systems that prevailed, and the type

of integration procedure used. If formalization characterized

all these three aspects, then the degree of formalization was

said to be extremely high, and if none of them could be described

as formalized, the degree of formalization was considered to be

low.

I collected data about the degree of formalization from inter

views. Questions were put to several executives in each of the

companies represented in the group, and to others in the central

organization.

The following are examples of the questions asked at the inter

views:

Do you have an organization chart?

Do you apply work descriptions?

What type of feedback routines do you use?

Do you have formal criteria for selecting new personnel?

Describe the kind of budgeting routines that you employ.

How do you control the efficiency of your department (or
of your subordinates)?
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Describe the coordination routines between departments
x and y.

What kind of meetings do you plan in advance?

If you discover a conflict between two of your subordinates,
how do you behave? Have you a recent example?

B.2 Degree of Differentiation

Following Lawrence and Lorsch (1967), I defined differentiatio~

as the differences among executives in various functional posi

tions with respect to interpersonal orientation, time orientation,

goal orientation and cognitive orientation. To examine inter

personal orientation, I asked about collaboration routines and

about the way the different respondents communicated with other

individuals in the company.

B.2.1 Time Orientation

To investigate time orientation I used the following questions

developed by Lawrence and Lorsch (1967):

"Persons working on different act1v1t1es are concerned to
differing degrees with currecnt and future problems. We are
interested in learning how your time is divided between
activities which will have an immediate effect on company
profits and those which are of a longer-range nature. Indi
cate below what percent of your time is devoted to working
on matters which will show up in the division profit and
loss statement within each of the periods indicated. Your
answers should total 100%.

(a) 1 month or less

(b) 1 month to 1 quarter

(c) 1 quarter to 1 year

(d) 1 year to 5 years

Items (a) and (b) were combined to arrive at the short-term
orientation, while (c) was used as medium range and (d) was
used as long range."



B.2.2 Goal Orientation
~-_-.----------

To investigate goal orientation I used the following questions

to start discussion on the subject:

Do you feel that there is any specific goal that is
particularly important for the success of the organi
zation? Examples:

Do you feel that goals differ between functions? Do
you feel that it is difficult to communicate with any
other department because of any such difference?

Do you feel that the difference between your own func
tion's goal orientation and that of function x is good
or bad? ••• Please motivate:

What were your motives for acting as you did when
changing the price level of product A?

To investigate cognitive orientation I used the same questions

that I used in examining the congitive orientation of the group

members. (Cf. section A. 1.3. )

B.3 Resources and Previous Success

B.3.l Previous Success...... ----_ .... __ ..... _---

Growth rate in the last five years was used as the indicator of

previous success. Growth was measured in terms of the development

of:

(1) premium stock

(2) personnel

(3) capital funds.

I collected data from interviews with the company presidents and

from an analysis of internal company records.
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c. ORGANIZATIONAL ENVIRONMENT

It was suggested in chapter 5 that two aspects of the organiza

tional environment were likely to influence the strategy formula

tion process. These were:

(1) the rate of change, and

(2) the degree of complexity.

It was further assumed that the type of contacts that each group

member had with his extra-organizational environment would also

influence the process.

e.l Rate of Change

Rate of change was defined in terms of changes in the composition

of value groups and markets in the environment of the organiza

tion. In gathering data about the rate of change in the environ

ment, I used three complementary sources:

(1) analysis of internal company records.

(2) analysis of official investigations and statistical data
concerning developments in the insurance industry, and

(3) separate unstructured interviews with the group members
and with other members of the organization.

The variables of environment that were observed were:

(1) composi tion of customers of the organization,

(2) composition of value groups-associated with the markets, and

(3) composition of competitors on each market (or segment).

If major shifts ("major" in the estimate of the executives of the

organization) had occurred in at least two of these three variables,

then the environment was classified as changing; if less than two

of the variables were classified as not changing, then the environ

ment was classified as not changing.



C.l Degree of Complexity

Degree of complexity was defined in terms of the Itstructuredness"

of the composition of value groups and markets in the environment

of the organization. In gathering data about the degree of COrol

plexity of the environment, I used three complementary sources:

(1) analysis of internal company records,

(2) analysis of official investigations and statistical data
concerning developments in the insurance industry, and

(3) separate unstructured interviews with the group members
and with other members of the organization.

The variables of environment that were observed were:

(1) composition of customers of the organization,

(2) composition of value groups associated with the markets, and

(3) composition of competitors on each market (or segment).

If a market embodied oligopsonistic structures in more than 25%

of its segments, it was characterized as complex; if more than

50% of the value groups influencing the markets consisted of

formal organizations, the value group structure was considered
\

cO'mplex; if the comp~titive structure was oligopolistic (75% of

the market covered by less than 10 competitors), the competitive

structure was considered complex. If at least two of the three

above-mentioned observed "variables were complex, the envi ronment

was classified as complex; if less than two of the variables were

characterized as complex, the environment was classified as not

comp lex.

C.3 Type of External Contacts

The respondents were asked to identify important value groups among

the categories presented below:

Public Authorities
Experts
Industry, Organizations
Universities
Customers
Labor Harket Organizations
Banks
Press, Radio and TV.
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The following are examples of questions asked about the value groups:

How do you plan your personal meetings with relevant groups?

How great a proportion of your working time do you spend on
external contacts?

Are you member of Rotary, Lions. a golf club or any other
social clubs?

You have mentioned certain value groups as being particularly
important; could you rank the time you spend on contacts with
them?

Group 1
much no
time -- time

" 2

" 3

" 4

" 5

6

" 7

" 8

Mark with "V" below how you evaluate these contacts:

Group 1

important

interesting

replaceable

necessary

bothersome

expensive

Group 2

important

interesting

replaceable

necessary

bothersome

expensive

etc.

not important

not interesting

not replaceable

not necessary

not bothersome

not expensive

not important

not interesting

not replaceable

not necessary

not bothersome

not expensive



D. GROUP BEHAVIOR

Under this heading I will discuss the principal methods used

for observing, and gaining insight into, the two subprocesses

of information-seeking and information-integration and the

efficiency with which they operated. I will also discuss the

method used for observing the total development of the strategy

formulation process during the three phases of orientation,

evaluation, and control.

D.I Information-Seeking

Information-seeking was defined in chapter 6 as: all activities

performed by one (or more) group member(s) and intended to increase

the previous amount of information in the group concerning some

factor or factors judged by the group to be relevant to the

strategy formulation process.

In order to collect data about the information-seeking subprocess,

I observed group behavior with the help of a tape recorder. After

the group meeting, I listened to the taped record and registered

the four following types of information-seeking activities:

(1) a group member spontaneously brings additional information
into the group,

(2) one group member stimulates another to bring additional in
formation into the group,

(3) a group member reports on some special investigation under
taken by himself or by his subordinates to increase the
body of information, and

(4) one group member stimulates another to undertake a special
investigation in order to increase the body of information.

These four types of information-seeking activities were then

analysed in terms of frequency and nature. The data was used

(1) as a basis for choosing intervention actions, (2) to control

the information-seeking, and (3) to measure the effects of inter

vention actions.
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D.2 Information-Integration

Information-integration was defined in chapter 6 as: all activ

ities performed by one (or more) group member(s) and intended

to contribute to a common decision about a problem judged by

the group to be relevant to the strategy formulation process.

In order to collect data about the information-integration sub

process, I observed group behavior with the help of a tape

recorder. After the group meeting I listened to the taped record

and registered the communication taking place in the group with

the use of a coding schedule developed by Bales and Strodtbeck

(1968):

/"
Shows solidarity, raises other's status,
gives help, reward

SOCIAl·EMO·
TIONAl AREA: Shows tension release, jokes, laughs,

POSITIVE
REACTIONS

shows satisfaction

Agrees. shows passive acceptance,

"'"
understands, concurs, complies

,/'
Gives suggestion, direction,
implying autonomy for other

TASK AREA:
Gives opinion, evaluation, analysis,ATTEMPTED

hlANSWERS expresses feeling, wish

Gives orientation, information,

"'"
repeats, clarifies, confirms

a b c d e
/'

Asks for orientation, information, LJrepetition, confirmation

TASK AREA: Asks for opinion, evaluation,
QUESTIONS analysis, expression of feeling

Asks for suggestion, direction, r-----

"'-
Possible ways of action

/"
10 Disagrees, shows passive reJection,

SOCIAL·EMO·

formality, withholds help ~

TIONAL AREA:
D 11 Shows tension, asks for help,

NEGATIVE withdraws out of field
REACTIONS

12 Shows antagonism, deflates other's status,
"", d_ef_en_d_s_o_ra_s_se_rt_s_se_lf --'

FIGURE 1. Interaction process categories defined and grouped by types.

(Bales and Strodtbeck 1968)



D.3 The Strategy Formulation Process Duri~g the Three Phases

In chapter 6 above, I suggested (following Fiedler, 1967) that

the strategy formulation process could be partitioned into three

phases: (1) the orientation phase, (2) the evaluation phase, and

(3) the control phase. To collect data about the development of

the strategy formulation process, and about my own intervention

during these three phases, I registered (a) my goals and expecta

tions for each group meeting, (b) my main preparations for the

meeting, (c) ~y plans for the meeting, and (d) my experience from

the meeting. In addition I discussed my experiences regularly

with another researcher, and sometimes with group member E as

well.
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Appendix II
A TimeTable

The purpose of this appendix is to provide the reader with a chrono

logical overview of the intervention process. Group meetings refer

to meetings where all the groyp ~embers (At B, C, D, E and myself)

participated. The other meetings refer to my meetings with different

people; ~eetings between two or mor~ group members where other

tgpic$ ($uch as various technical insurance questions) were treated

a~e not included in this overview. For group meetings the exa~t

date i~ presented and for other m~etings the month in which they

took place.

The OrientatiQn Phase

April

May, June

~ first contact with the client and

my first ~eeting with member E at hi$

office.

(~f, pp. 89-91.)

Pr@parations for the ·first group me~tipg

inc1udipg 8 meetings with E and in~~fvjews

~ith v~rious members of the central O~$a

~izatipn.

(Cf. pp. 91-101.)
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July 4 and 5

August~ September

September 28 and 29

September 14

October, November

December 11

Group meeting 1, held at the central

organization. From 9 a,-"m. to 5 p.m. both

days and common dinner in the evening of

the first day.

(Cf. pp. 101-107.)

Research on group structure and organi

zation structure.

(Cf. pp. 109-133.)

5 meetings with E to prepare feedback

material.

(Cf. p. 133.)

Group meeting 2, held at the central

organization. From 9 a.m. to 5 p.m. both

days; E absent the first day; common

dinner in the evening of the first day.

(Cf. pp. 134-140.)

A presentation made by the group to

the presidents and chairmen of the

other companies concerning frame of

reference and plan for the work (not

described in the text in part II).

Research on the environmental structure.

(Cf. pp. 140-147.)

Several short meetings with E and with

other executives in the central orga

nization for preparation of feedback

material.

(Cf. p. 147)

Group meeting 3, held at the central

organization. From 9 a.m. to 5 p.m.

(Cf. pp. 148-149.)
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February, March,
April, May

June 14 and 15

The Evaluation Phase

June, July, August

August 22 and 23

14-Asplund

Meetings with E, with executives

from the administrative and the pro

duction departments of the central

organization.

(Cf. p. 147.)

I visited company D for three days

for interviews and observations.

(Cf. p. 147.)

A one day meeting at company A between

A, E, D and myself (April 11).

(Cf. p. 147.)

Group meeting 4 held at the central

organization. From 9 a.m. to 5 p.m.

both days; common dinner in the

evening of the first day.

(Cf. pp. 147-151.)

Regular meetings with E.

(Cf. p. 155.)

Regular meetings with functional

specialists in the central organi

zation.

(Cf. pp. 155-156.)

Regular meetings with executives

in one of the member companies.

(Cf. p. 157.)

Group meeting 5 held at the central

organization. From 9 a.m. to 5 p.m.

both days and common dinner in the

evening of the first day.

(Cf. p. 155. )
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September

September 27

October

October 16 and 17

The Control Phase

October

November 1

November

November 14, 15, 16
and 20

November 21

December 10

Regular meetings with E and with execu

tives in one of the member companies.

(Cf. p. 157.)

Group meeting 6 held at the central

organization. From 9 a.m. to 4 p.m.

(Cf. p. 155.)

A few meetings with E and specialists.

(Cf. p. 155-157.)

Group meeting 7 held at the central

organization. From 9 a.m. to 5 p.m.

both days.

(Cf. p. 155 and pp. 158-161.)

Various short meetings with E.

(Cf. pp. 162 and 165.)

Group meeting 8 held at the central

organization from 9 a.m. to 5 p.m.

(Cf. pp. 162 and 165.)

Various meetings described at

pp. 163, 165 and 167.

Whole day meetings with E (to prepare

final drafts of the document.)

(Cf. p. 162.)

Presentation of the document to the

chairmen and presidents of all the

66 member companies.

(Cf. 165 and 166.)

A short group meeting held in Stockholm.

From 9 a.m. to 12 a.m.

(Cf. pp. 162, 165 and 166.)
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January 15

January, February

February 25

February 27-28

March 4-5

March 7-8

March 12-13

March 27

Group meeting 9 held in Upsala.

(Cf. pp. 162, 165 and 166.)

A few short meetings with E.

(Cf. p. 162.)

Group meeting 10 held at the

central organization. From 9 a.m.

to 6 p.m.

Regional two days conference at

Linkoping attended by presidents

and chairmen from 10 regional

companies.

(Cf. pp. 164 and 167.)

Regional conference at Gothenburg.

Same as Linkoping.

Regional conference at Malmo.

Same as Linkoping.

Regional conference at Sundsva1l.

Same as Linkoping.

Final group meeting held at Linkoping

where the group decided that it had

concluded its mission.

Termination of/my intervention agreed

upon with the elient.

199





Appendix III
A Review of Intervention Theories

1. Introduction

The general purpose of the present appendix is to compare the inter

vention models suggested by var~us authors writing in this field.
Many authors could then be considered - Argyris (1970 and 1974),
Beckhard (1969), Bennis (1969), Blake and Mouton (1969), Faer

weather (1974), Golembiewski (1972), Heller (1969), Burke and

Hornstein (eds.) (1972), Hornstein et ale (1971), Lawrence and

Lorsch (1969), Schein (1969), Sofer (1961 and 1973), Steele (1969)
and Walton (1969), to mention a few. However, in a brief paper

such as this a selection obviously has to be made. Thus I have

chosen some writers who seem to me to represent fairly well the

different approaches that have been used, and who have given us

comparatively full accounts of their own intervention strategies.

Argyris (1970, 1974) represents a social psychological approach.

He is particularly interested in the relation between the indi

vidual and the organization. He investigates ways in which

organizations might be changed, so that they Can adopt more ade

quately to the individual~s need for self-actualization and psycho

logical success. Schein (1969) is also a social psychologist, but

his approach is somewhat different. Schein regards the total

organizational structure as, by and large, given. He concentrates

on improving the efficiency of the interpersonal communications.

Blake and Mouton (1969) are also social psychologists who have

concentrated on a particular topic, namely leader behavior. Their

type of intervention is geared to ways of creating more effective

1)
This appendix presents a general background for the,methodo1ogy

presented and used in chapters 7-10.
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leader behavior by means of "grid organizational development".

Lawrence and Lorsch (1961 and 1969) are sociologists. Their inter

vention is directed mainly towards organization-environment

relations and the structural properties of the organizational

system.

The intervention I have described in my own work (cf chapters 8-10)

is concerned with helping a group of executives to formulate a

corporate strategy. MY frame of reference was twofold. On the one

hand it was geared to the development of a marketing and business

policy, and on the other to the development of appropriate group

dynamics. Clearly, then, in ma~ respects my approach differs from

those suggested by the social psychologists and the sociologists

mentioned above.

2. Argyris

Argyris has devoted most of his writings to problems concerning

the relations between the individual and the organization. The

following analysis will be based mostly on his later works: Behind

the Front Page (1974), Intervention Theory and Method (1970),
Management and Organizational Development (1971) and, with Schon,

Theory in Practios: Increasing Professional Effectiveness (1914).

In an earlier work, Integrating the Individual and the Organization

(1964), he outlines his view of the organization and admits to some

scepticism about the possibility of satisfying the individual1s



need for self-actualization within the hierarchic and authoritarian

type of organizational system. In none of the above-mentioned books

does he stress the relations between the organization and its

environment (as do, for example, Lawrence and Lorsch). Rather,

he limits himself to the "interfaces" of "individual/organization",

"individual/group" and "group/grouP".

The model of the individual presented in Argyris' various works

seems to have been greatly influenced by the ideals put forward

in several works on human development (for example, Eriksson, 1963,

and Rogers, 1961).

Argyris' model stresses the fundamental nature of man's need for

self-actualization. A man's motives are related to his objectives;

he does not act simply as a "victim" of sexual or other drives.

In Theory and Practice (1974) the idea that an acting individual

uses "theories of action" is elaborated. The individual has an

objective; he makes certain assumptions about the situation in

which he is acting and Argyris assumes that he behaves in the

way that will be most effective in order to attain his objective.

When questioned about the motives for his actions, however, the

actor may mention some quite different theory of action (an

espoused theory) from the one he was actually using (the theory

in use).

As mentioned above, a fundamental tenet of the frame of reference

in Argyris' work is that the needs of the self-actualizing man

cannot be satisfied by means of the hierarchic organizational

structure. However, this hierarchical structure is not given once

and for all; it is a consequence of the theories of action (in use)

held by people in the hierarchic systems. In other words, social

structures are not facts but artefacts.
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The goal of intervention according to Argyris (1970) is to help the

individual to make a "free and informed choice". However, a free

and informed choice cannot be made unless the system has access to

valid information, and valid information will not be produced in

hierarchic systems because the type of behavior that develops there

tends to be of a "model I type". (Table 1)

The purpose of the intervention would be to make possible free

choice based on valid information, by developing individual behavior

in organizations towards what Argyris calls "model. II behavior".

(Table 2)

According to Argyris and Schan (1974) people tend to claim model II

theories of action (their espoused theories) when asked about their

motives, but to use model I theories (their theories in use) in

actual situations. Thus, by helping people to become aware of the

possible discrepancies between espoused theories and theories in

use, we should also improve their chances of being able to make

informed choices based on valid information. This kind of inter

vention thus only involves a very slight degree of manipulation.

3. Schein

Schein (1969) draws most of his experience from work that he has

done with groups of various kinds, and the concepts and models of

analysis that he presents are mainly geared to the group. Unlike

Lawrence and Lorsch he does not present any specific model for

analysing organization-environment problems nor, like Argyris,

does he describe any specific features of the relations between

individual and organization. Instead his attention is focused on

group characteristics such as communication, member roles and
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functions in roles, problem-solving and decision-making, norms and

growth, leadership and authority and intergroup co-operation and

competition. He does not claim that intervention at the group level

constitutes a complete organization development program:

Rather, the work of the process consultant with groups in
the organization can be thought of as one key step in an
OD program.
(Schein, 1969, p. 14)

He describes the consultation process in seven stages:

207

1. the initial contact

2. defining relationship

3. selecting a method of work

4. data gathering and diagnosis

5. intervention

6. reducing involvement and

'7. termination.

The first two stages have been discussed elsewhere (see chapter 7

part l)Rere I will discuss in a little more detail his methods of

diagnosis and intervention.

The model of diagnosis suggested by Schein is based, as we have

just seen, on the social psychological concepts of communication,

roles, group problem-solving, norms, leadership, authority and

intergroup relations.

It is part of the role of the process consultant to help the group

by gathering data and, when he oonsiders the group is ready to

look at its own behavior, by feeding the data back to it.

Schein suggests that the communication process be analysed in

terms such as "relative frequency and duration", "who communicates

to whom", "who talks after whom", communication Eil/le etc. He then
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turns to phenomena that are more difficult to observe, such as

relations between the open and the concealed, between the blind and

the unknown self in a communication process.

His analysis of role relations focuses on the shift from self

oriented behavior, at the time when the group is being formed or

reformed, to the task and group-maintenance functions that take

over when the group has existed for some time and has started to

grow.

When analysing group problem-solving, Schein assumes a fairly

rational process which starts with an experienced need and continues

with problem formulation, generation of proposals, forecasting

consequences, planning actions, action steps and finally evaluation

of outcomes.

Schein also discusses the concepts of norms, leadership and

authority, all of which he regards as very important concepts to

apply in the diagnosis of a group where some kind of intervention

is being considered.

He suggests four forms of intervention, namely agenda-setting,

feedback of observations, coaching of individuals or groups, and

suggestions about structural changes.

The purpose of agenda-setting interventions is to make the group

sensitive to its own internal processes. The group is given a

certain time in which to analyse its own behavior in terms of

communication, leadership, roles, norms etc.

The second form of intervention - fee.dback - can be applied either

to groups or to individuals. Here Schein stresses that the inter

ventioni~t should be careful not to arrange any type of feedback

sessions on group behavior or individual behavior, before the group



or the individual has indicated a readiness to hear such feedback.

But when feedback sessions have been arranged, Schein claims that

they almost invariably lead to coaching or counseling sessions.

Finally, Schein discusses intervention through the suggestion of

structural change (regarding group membership, allocation of work,

or assignment of responsibility). This is very rare, he explains,

because it violates a fundamental principle of process con~ult

ation, namely that the process consultant should not make normative

statements about how work shoul~be allocated or committees organ

ized, but should only help the manager to assess the consequences

of different alternatives or suggest alternatives that have not

been considered.

When we turn to the evaluation criteria used by Schein, we ehou1.d

remember his definition of process consultation:

••• The change process is one not merely of transmitting
ideas, but of changing values and of teaching skills.
(Schein, 1969, p. 133)

Consequently his evaluation of effectiveness in consultation

processes is based on two main (interdependent) sets of criteria:

the extent of the change in values, and the increase in inter

personal skills on the part of key managers.

By implication, one major way in which to assess the
results of a P-C effort, is to gauge the degree to which
these values have taken hold in key managers. Such an assess
ment cannot be made formally through some kind of specific
measuring tool. It must b~ made by the consultant through
observation of the activities of managers in the organization,
or by the managers themselves.
(Schein, 1969, p.12~

When it comes to measuring the "skills", he proposes:

One of the best indicators of the growth of (SUCh) skills
is the willingness of various groups or teams to tackle
process-analysis periods or agenda-review periods by
themselves.
(Schein, 1969, p.125)
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Thus we can clearly identify a linkage between skills and values.

It should be clear that a willingness to engage in
activities which initially have been the consultant-s,
reflects a change in values. • •• on the other hand,
willingness reflecting a value change is not enough if
there has not been a corresponding development of skill.
(Schein, 1969, p.126)

4. Blake and Mouton

The most striking difference between Blake and Mouton (1969) and

the models discussed up to now, is that these two authors put

relatively little emphasis on research, diagnosis, client com

mitment etc.

Their "grid organization development" program is in a sense a

"complete product lt which, they claim, will lead to a higher

degree of corporate excellence by increasing the effectiveness

of the relations between managers and subordinates. Their primary

concern is to increase the effectiveness of the leadership in the

organization, thus increasing the effectiveness of the organization

in achieving its objectives. Since they hold that in almost all

organizations, communication is one of the principal "barriers to

corporate excellence", they argue that almost any organization can

increase its effectiveness by means of grid program.

The grid analysis is based on the idea that:

Whenever a man thinks about his responsibility as a
corporate member, there are at least two basic consider
ations in his mind. One is his degree of concern fo,r
production•••• A second concern of his is for people.
(Blake and Mouton, 1969, p. 14)

They illustrate the grid as in figure 1.

The points of intersection represent theories - ways of
thinking about resolving dilemmas of achieving production
through people •••• Once the theories are identified and
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desoribed, people recognize them. They can Bee the operation
of these theories in the way their bosses, colleagues,
subordinates and they themselves think and act. These
theories provide a solid basis for understanding the avail
able alternatives.
(Blake and Mouton, 1969, p. 14)
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Figure 1. The Grid presented by Bla~e and Mouton (1969)

The theor1es discussed by Blake and Mouton are essentially the

same as the "theories-in-use" 9.iecussed by Argyris and Sohon.

The difference is that Blake ~nd Mouton find it sufficient to

classify these theories in the matr~~ presented above, whereas

Argyris and Schon discuss t;he mor~ gomplex concept of "Model I
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behavior" (cf. Argyris above).

According to Blake and Mouton the 9.9 type of behavior is the best

way to lead work and communicate with sUbordinates, whatever the

task at hand.

Though difficult to achieve, it is the one theory (9.9)
that makes the most productive use of an organization~s

members with the fewest undesirable side effects.
(Blake and Mouton, 1969, p. 29)

The core of the diagnosis as carried out by Blake and Mouton is

based on the grid and consists of letting the participants evaluate

themselves. In the cases presented in Corporate Excellence through

Grid Organization Development (1968) they seem, however, to go

beyond the actual grid analysis and to analyse more generally the

character of the problems of interpersonal competence in the

specific situations at hand. In these cases they start from the

theories underlying the 1.1, 9.1, 1.9 and 9.9 types of behavior,

rather than from the grid diagnosis itself. Like Argyris they

take the group~s problem-solving behavior as registered in the

group sessions as the basis for an analysis of underlying theories

(cf. Argyris ~ "theories of action").

Table 3 shows how Blake and Mouton have summarized their total

intervention.

However, they do not specify in this connection the relation

between the interventionist and the client. Instead they describe

the interventions in terms of learning seminars led by the inter

ventionist.

To measure the effectiveness of the grid development program they

use the same concepts as they use for diagnosis. Success is

measured in terms of the movement from an initial type of behavior

towards a higher proportion of 9.9 behavior in grid terms(cf fig 1).



Table 3. How the Six Phases of Grid Organization Development

Contribute to Corporate Excellence
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Comnlunication

1. Grid Seminar
Organization members
learn theories of behav
ior on a one-by-one basis.

2. Teaml,vork Develop1nent
Work teams apply Grid
theories to increase their
effectiveness.

3. Intergroup Developn'Lent
Organized units that
must cooperate to achieve
results apply Grid theo
ries to increase effective
ness with which they co
ordinate effort.

(Blake and Mouton, 1969)

5. Lawrence and Lorsch

Planning

4. Develop'ing an Ideal
Strategic Model
Executive leaders spec
ify in terms of business
logic the intellectual
foundations of the firm.

5. Planning and
Implernentation
For each definable busi
ness segment, planning
teams use management
science and technology
to design and the line or
ganization to change its
operations by implement
ing the operational spec
ifications for each busi
ness segment.

6. Systematic Critique
The total effort is evalu
ated in order to review
and consolidate progress
made and to plan next
steps of development.

Lawrence and Lorsch represent what I would label as -a managerial approach

to intervention. The analysis described below is based mainly on two of

their works - Organization and Environment (1967) and Developing Organi

zations (1969).

IS-Asplund
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According to the managerial approach, the interv.entionist generally

takes the organizational hierarchy as a given functional unit whose

efficiency he analyses, using an open systems model. He pays

particular attention to certain properties of open systems, for

example the interdependence of subsystems and the capacity that

organizations have to change their structure (cf. Lawrence and

Lorsch, 1967, pp. 9-10). The basic concepts in their model of

organizations are differentiation and integration (cf. chapter 4

in Lawrence and Lorsch, 1969).

These concepts are used to analyse the (relative) efficiency of an

organization in a certain type of environment. In choosing an under- L
lying model of man, they follow Schein (1966) and argue a "complex

model of man", as opposed to the rational-economic model of the

traditionalists and the social model of Mayo (1945) and the self

actualizing model of Argyris (19 64), Maslow (1954) and others.

Lawrence and Lorsch then continue:

None of these approaches takes into account the variable
nature of individual tasks or the multitude of possible
variations in formal organizational factors

••• Schein's answer to this dilemma is to take a fourth
approach which he has labeled as "complex man". • •• It
builds upon the historical contributions of the earlier
approaches discusse.d above, but it also takes account of
the fact that each of these approaches tells only part
of the story, and it utilizes more recent empirical
research findings.
(Lawrence and Lorsch, 1969, pp. 63-65)

In my view, in this analysis Lawrence and Lorsch avoid choosing a

specific model of man by stressing the complexities of individual

organization relations and they see the nature of the task dominatin

the contract between the individual and the organization. For the org

nization, on the other hand, they have developed a specific model in

cluding an open systems approach and the concepts of hierarchic struc

ture, differentiation and integration. This bias towards the organiza

tional level seems consonant with the managerial approa~h.
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The chief focus of interest for Lawrence and Larsch is the way

"the quality of organization-and-environment transactions can be

maintained and enhanced in the face of environmental changes".

(Lawrence and Lorsch, 1969, p. 5) The survival and growth of the

organizations is regarded as the central objective of the organ

ization and intervention (or "action research" as they call it) as,

a way of helping the organization to reach its objectives.

Lawrence and Lorsch suggest a model of diagnosis based on three

interfaoes: one between the org!nization and its environment, one

between groups within the organization, and one between the indi

vidual and the organization.

As regards the organization-environment interface, their principal

idea is that particular properties of the different functions with

in the organization (sales, research, purchasing, financing etc.)

should be matched with the properties ,of the relevant environmental

sector (customers, science and technology, suppliers, financial

institutions etc.).

The state of differentiation should be consistent with the diversity

of the sectors of the environment. Thus, they argue, there is no

"one best way" to organize, but the state of differentiation should

be consistent with the type of environment that follows from the

scopes ~nd strategies chosen. (This idea has been further explored

in Lorsch and Morse, 1974.)

Intervention objectives in this interface should then be concerned

with helping the organization to develop a state of differentiation

consistent with the properties of the environment.

On the ~oup-to-group interface level their principal idea is:

••• to achieve collaboration or integration between these
grQups of specialized contributors so that they can make a
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coordinated effort toward total organizational goals,
while still working effectively at managing the trans
actions with their particular segment of the environ
ment.
(Lawrence and Lorsch, 1969 1 p. 41)

They argue that the hierarchic structure cannot adequately meet

the requirements of integration in a highly diversified organ

ization, and that such an organization needs "smoothly function

ing integrat ing roles and/or cross-funct ional teams". (La~lrence

and Lorsch, 1969, p. 44)

In their model, diagnosis is based on interviews to probe the state

of differentiation and the integrative devices currently applied.

This diagnostic step helps the interventionists to understand the

direction and the changes required to create efficient integration

with a given state of differentiation.

In the case of the individual-organization interface, Lawre~ce and

Lorsch focus on the contributions-inducements agreements between

the organization and individual contributors (drawing on March and

Simon, 1958). In the introduction to their book on organization

development (Lawrence ana Lorsch, 1969) they summarize their basic

view of this interface as follows:

Many problems arise in the shifting psychological
contraot between man and organization. Are the parties
thinking in terms of simply a job or of a career? How
much emotional commitment to organizational goals is
offered and expected? What balance is struck between
dependence and independence, between conformity and
creativity, between duty and self-expression?
(Lawrence and Lorsch, 1969, p. 1)

In analysing the individual contributors, they find it useful to

use three major concepts: perceptions, values, and motives. With

these concepts they analyse the degree of "fit" between individual

and organizational expectations and demands.



According to Lawrence and Lorsch all these phases - the diagnosis

(briefly described abov~, the action planning, the implementation

and the evaluation - are, although they describe them separately,

highly interconnected. They suggest three types of interventions

action:

1. "Education", used to change the expectations of the
contributors.

2. "Redesign of some properties of the organizational structure",
for example modification of the division of labor, of the
planned communication network~ of the contribution-inducement
contact, etc.

3. "Changes in the basic transactional strategies of the organ
ization."

(Cf. Lawrence and Lorsch, 1969, pp. 20-21.)

In the Lawrence/Lorsch model of intervention, the results of the

diagnosis undertaken by the interventionist is fed back into the

organization, and all implications of the revealed states of

differentiation and integration, inducement-eontributions relations,

etc are thoroughly analysed together with the client. When the client

'becomes aware of the reasons for his inadequate performance, the

interventionist prescribes a remedy in terms of education and/or

changes in structure and/or changes in strategy as mentioned above.

The third phase, action implementation, tran~lates the
selected plan into actual behavior. The implementation
will usually need to follow a phased time sequence.
Intermittent checks oan be made on the planned progress.
This starts the final phase of evaluation, which is both
the last step in the organizational-development sequence
and the first phase of a new cycle.
(Lawrence and Lorsch, 1969, p. 21)

In evaluation Lawrence and Lorsch thus use the same analysis as

they applied to the initial diagnosis of the reasons for deviations

between organizational objectives and actual outcomes.
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