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ABSTRACT

The resecarch was carried out within a major public company. It
sought to implement an approach to strategic planning which accounted
for organisational values as well as employing a holistic value-frec
analysis of the firm and its environment.

To this end, an "ecological' model of the firm was formulated. A
series of value-free strategic policies for its development were genar-
ated. These policies were validated by the company's top-management,
They compared favourably with their own planning outcomes, The approach

Y

appeared to be diagnostically strong but lacked sufficient depth in the

context of finding realistic corrective measures. However, feedback from
the company showed it to be a useful complementary process to conventional
procedures,in providing an explicitly different perspective.

The research empirically evaluated the company's value-systems and

their influvence on strategy. It introduced the idea of an organisational

D

'sclf-concept’ pre~determining the acceptability of various strategies.
The values and the 'se1f~concept' of the company were identified and
validated, They appesred to have considerable influence on strategy. In
addition, the company ‘s planning process within the decentralised structure
was shown to be sub-optimal. This resulted from the variety of walue~
systems maintained by different parts of the organisation, Proposals
attempting to redreoss this situation were offered and several accepted,

The study was postured as process-action research and the chosen
perspective could he succinctly described as a 'worm's-eye view', akin
to that of many real planners cperating at some distance from the decision-

1

making body. In this way, the normal strategic functionings of the fir

D

and any changes resulting from the researcher's intervention were observed
and recorded. Recurrent difficulties of the planning process resulting
from the decentralised structure were identificd, The overall procedure
suggested as a result of the research aimed to increase the viability

of planning and the efficiency of the process, It is considered to be

flexible enough to be applicable in a breader context,
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"Though there be many paths

About the foot of the Mountain;
Yet, when the top is reached,

It is the same Moon that is seen."

Japanese Proverb




INTRODUCTION

Tribute must be paid to the company. Allowing research to
be carried out in such a critical area is, without doubt, a
significant innovation, This thesis outlines the experiences
of one specific project which was carried out within one unique
organisation. Therefore 'generalisations' must be accepted in
such a context, Nevertheless, the findings are, it is asserted,
"real® ones and it is hoped that they will contribute to the
general body of strategic planning knowledge,

From the outset a recurrent theme in the research was that

< v Uvalidity is workability", Unless theoretical constructs or

normative procedures can contribute in the real world, they are
not entirely valid. The literature is full of detailed and comp-
rehensive approaches to strategy formulation, It is also full
of records of failure in practical application, Hence, it seems
that although these approaches have satisfied almost all the
relevant theoretical considerations, they are being significantly
inhibited in practice,

In essence, the research itseif was formed of a trichotomy
of areas. The first was an attempt to effect a holistic and
value-free analysis of the strategic posture of the firm by means
of an 'ecological’ model; and to generate a series of policies
for the strategic development of the firm. This was done and the
approach compared favourably with the company's own Strategic
pPlanning processes. The second area concerned itself with the
problems of value-influenced strategic decisions., A considerable
amount of research was directed towards identifying and empirically
evaluating those value-structures which influenced strategy. A suit-

able methodology was proposed and implemented,
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The research also introduced the idea of some organisational
'Self—concept' which pre~determined the acceptability of strategies,
It was considered important to explicitly accommodate the 'self-concept’
within the plannihg process; rather than purposefully ignore it. The
third major area involved the overall posture for the study. This was
"process-action' research; so called because so much stress is now
laid on 'planned change' in conventional action-research, Thus the
researchen,in this case was neither a participant observer nor any
explicit change-agent. Instead perhaps,. he was some mix. of the two
for both normal processes and induced changes were observed and then
recorded. There was, however, no fundamental desire to effect change,
Within the thesis itself, Chapter I sets out the background to
the research and describes the company, its evolution, and its present
structure and product-mix, Chapter II is a review of the relevant
literature., It is relatively comprehensive and therefore parts may be
by-passed by means of Figure (3) for selective reading. However, it
was considered that strategic planning bibliographies are, as yet,
rare and thus the review might serve a useful purpose. Chapter III
gives an account of the research hypothesis and overall methodology.
It discusses the reasons for the choice and illuminates the objectives,
Chapter 1V is a tight summary of the first major research phase -~ the
'ecological’ methodology of strategy formulation. In fact this area
consumed a considerable proportion of the research effort and for
greater detail Appendix (A) - which is the original sumnmary report
which was prepared for the company - should be consulted. The chapter
outlines the theoretical background of the approach, proposes a method
for value-free strategy formulation and offers a review of the outcomes.
Chapter V gives an account of the action-observation of this first
phase of research. It demonstrates the most intereresting instances

of the researcher interacting with the company, and draws inferences.

Chapter VI presents an examination of the company's planning approach

and an analysis of data collected during a series of in-depth interviews

with the company's top-management, Subsequently, the shortcomings of the
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process and the inconsistencies within company objectives are
illuminated and corrective proposals made. Chapter VII provides
an account of the action-ohservation relating to the second major
research phase. It outlines an anatomy of the company's value-
structures and Strategic decision-making.

Chapter VIII introduces the idea of the organisational self-
concept. It offers a methodology for its assessment and profiles
the self-concept held by the top-management of the company. Chapter
IX then attempts to validate this construct. It subjects the ‘value
free' policies generated by the ‘ecological® model to a selection

procedure which incorporates the self-concept. Chapter X provides

an assessment of the total process-action study. It outlines a
chronology of its development and proposes some guidelines fér the
type of research, as drawn from this specific project.

Chapter XI sets out an overall evaluation of the procedures
implied by the research hypothesis. And, finally, Chapter XII aims to
draw the salient conclusions of the study and examines the broader
implications of the research. A series of possible areas for further
study is also proposed.

It is also reasonable to record that the study does not accur-
ately incorporate any information which is confidential. The data
upon which the conclusions were based is of 1970 vintage; and .the
‘conclusions themselves are not necessarily in agreement with the
company's views. Where data was deemed to be sensitive, it has

been either disguised or replaced by hypothetical information,




CHAPTER I

Conten

ts
Background to the problem - historical development
of Delta - changes in profitability - product-mix
and structure -

present organisation and function.

Abstract

The chapter outlines the development of the company

together with its difficulties and the subsequent need

for planning. It sets out the background

against
which the

research was carried out and outlines the
reasons for its instigation.
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CHAPTER 1.

BACKGRO TO THE

(1) Introduction

Y

1.1 This chapter traces the evolution of the Dolta Metal

Company from its Original foundation to tho present form and

structure. 1t alsc outlines the Ccircumstances which led the
Group to adopt a formalised strategic planning process and

describes the broad characteristics of that process, together
with the precent functionings of the company. In essence the

chapter secks to set out the bac)

zreund conditions against which

this research was carried out.

(IT) ‘The HMistorical Evolution of Delta

1.2 The Delta Metal Company was founded in 1883, largely as
a result of the invention of the brass extrusion process, In the
U.K. the Group remains the largest single manufacturer of brass-rod,
and i1s also a major force in the non-ferrous industry of Western

Iurope.

1.3 Delta gradually expanded its brass—rod production until,
in 1955, the company had net assetls of some £5m and annual profits of
around £lum, The very profitable nature of the business, in its
formative years, can be attributed to the 'sellers market' conditions
ruling at that time and subsequently {o the maintenance of relatively
high profiti margins.

1.4 [t was largely the potential threat to these margins which
provided the stimulus to the company for growth into new but related
areas. Between the years 1955 ~ 1962 a period of rapid expansion
took place‘whon Delta bought (mostly by paper acquisition) many of

ils customers and thus extended its product—miw vertically +o include




brass~founders, hot stampers and forgers, and turned parts manufact-

urers, During this phase of expansion, there was also a limited

degree of horizontal integration, where other non—-ferrous

activities such as the manufacture of brass strip, copper tubes,

brass tubes,(subsequently sold off to Yorkshire Tmperial Metals -
P

Now part of IMI) and aluminium fabricating were acquired. Thus

by 1962 the Deitg Mletal Group had assets of some £24.3m and was

generating an annuval profit of approximately £4.4m. This phase
of growth, from 1955 to 1962, could be regarded as the first

significant metamorphosis’, and the predominant strategic posture

appcared to be one of buying end-users of brass-rod.

1.5 During 1963, Delta underwent its second major metamorphosis
a5 a result of the merger with Enfield Rolling Mills Ltd -
(providing the origins for the present ERM and Cables Divisions).
The motives for this merger are to some extent unclear, but the
potential of synergy was obviously one, and the need to have a
company large enough to compete with the growing ICI Metals Division
(now IMI) may have provided the other. Enfield produced rolled and
cast non-ferrous metals - (mostly using copper)-and also manufactured
a variety of cable; thus there was a marked horizontal integration.
At any rate the merger doubled Delta's assets and pushed the annual

profit up to around £7m.

1.6 A year later the cables manufacturing activities of the
Group were further strengthened by the acguisition of Johnson & Phillips
Cables Ltd. This was a logical step for Delta but it was soon over-—
shadewed by a severe slump in the market for cables due to an over-
capacity and a low level of demand. At the same time, the Group

was administered by having two 'wings'; one for copper products

and one for brass.

Sk . . o . )
"metamorphosis' is used here in anotional sense but has been more
specifically defined by Stalbuck = sce Starbuck W.H,
‘Organisational Hletanorphosis” in ®illman R.W. and Hottenrstein M. P,

g
(eds) Promising Rescarch Directiongxﬂcad@ngr of Management 1968,
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1.7 In 1968 g Divisionalised structure evolved and this is

maintained today. Accompanying this cha nge was o series of
rationalisations which tended to conce ntrate the original scatier

of fairly small individugl Companies into 2

-

ones, Delta alsoc sold off several (mostly peripheral

)
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the most notable of which was its aluminium interecsts,

1.8 7Three years later, in 1971, Deita made 2 large scaile
acquisition in Midliang Electric Manufacturing Ltd., = company
engaged in the manufacture of Jlow voltage electriceal switchgear,
control gear, fusegear, and domestic electricals. This company,
together with several others acquired recently, became the nucleus
for a new Flectricals Division and was part, perhaps, of Delta's

7

third distinct metamorphosis.

(IT1) Chang

5 in Profitability

1.9 Over the years 1955 - 1967, when the rate of growth of

Delta was most marked, there were also some very significant changes

in profitability, Figure (1) outlines these changes and also

o

provides indication of growth, 1t seems clear that the years 1955
1962, during Delta's first metamorphosis (when it changed from being
exclusively a brass-rod manufacturer to an integrated group of
companies) were fairly successful ones. Profitability was good,

the share prices reflected the Stock Exchanwe's interest in Delta,

ja>]

and acguisitional growth was thus facilitatcad

1.10 However, after the merger with Entield, the return on
capital employed began to drop Tairliv sharply. Much of this drop

can be attributed to the fact that Delta had installe ed several new

Pieces of capiltal equipment, and thus bhoth depreciation charges and
capital employed were significantly increased. n addition to

this, the Group's product-mix was sensiltive to the economic cycle

and this was almost in recession. The next peak of the c
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(in 1864) provided Delta with encugh activity to temporarily halt

the decline in profitability but this was to some exicnt off-set

by the subsequent poor conditions in the

At any rate the following slump in 1967 pushed the return on
capital down to 9.0% because of the drop in throughput coupled
With a neecd, at the time, to write off ceriain exceplional

expenditures.

1.11 Whatever the reasons for the 1967 slump in Delts's
profits, the 'City' tended to lese faith, and indeed the memories

¢f Delta's "hiccup" seem to remain vivid to this day.

Figure (2) shows the movement of the average prices for Delta shares
on the London Stock Exchange (in both 'real' and 'nominal’ values)

together with the Group's trend in earnings per shay It is

0]

immediately apparent that the Fnfield merger may have caused some
dilution of earnings and that, after g rally in 1964/65, earnings

per share slumped fairly drastically to g "low' of 3.6 pbence per
I it Y Yy p

share in 18G7. Dividends remained unchanged during the time but
the cover was obviously thin. (i.e. the retentions declined
severely). The price of Delta's shares tended to reflect this

lack of confidence for they also dropped sharply in 1967, and on
a deflated basis have indeecd only recently recovered to pPre—-1963

Valuesl(although there has been a substantial fall since then.)

(IV) The Need for Planning

1.12 A3l these factors cumulatively made the Group's position
in 1967 vulnerable. The vast proportion of assets were employed in
non-ferrous semi-manufactures where demand is still markedly cyclical.
Delta's cables interests were also suffering, As a result of this,
a period of rationalisation began in 1968, Many of Delta's companies
were small wiits lacking the economies of scale. Thus & Strategy

of concentration was successiully embarked on. As well as this,
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a series of peripheral as

5]

&

ets were "pruned’ and soid cff in order
to relieve {he Group's BOooYr liquidity positicon, and to promote g

more cohesive Operating unit.

1.13  The result of these activities was a Slgniiicant increase
in earnings per share and return on capital cemplioyed. The trend

of recovery has not faltered and the Group is now once dgaln an
efficient cconomic unit, However, in a sense this recovorv left
Delta at something of s '‘cross-roads’. in order to maintain its
growth in earnings fellowing rationalisation a comprehensive cor-
porate stirategy was required, Thus in 1970 Delta set up its
Group Planning Committee, a body of mostly central staff members
including the Group Chairman, the Peputy~Chairman, and several
Main Board Directors, The function of this committee is to assess
and advise upon strategic proposals generated by the Divisions.,
Their recommendations are passed to the Main Board for the final
decision, All the members of the Group Planning Committee are
also 'part-timers' as each has a main function in other areas,

The broad policy formulation which was made in 1970, was that Delta
should reduce its dependaence on semi-manufactures because of the
cyclical nature of the business, and that it should grow into areas
where there was higher-value added output. Thus a philosophy of
selling manpower skill and expertise against the bulk turnover of

semi~processed material was decided upon.

1.14 One successful concrete result of this policy is the
present Electiricals Division. But permission was granted for
this research because the Group Planning Committee considered that
there might be some value in a completely detached analysis of the
strategic posture of the Group. And it was considered that the
interaction of ideas =~ as (the Group Chairman put it - .."untainted
by experience'.. together with that experience itself, might prove

to be constructive.




(v) Ljucture of the U.K. Non-TFerrous Industry

1.15 The non-ferrous industry in the U.K. is clearly
dichotomised, as far as the two most commonly used metals are
concerned, into those companies operating exclusively with aluminium
and those which deal mostly with copper. The philosophies differ
between these two sectors to the extent that in the aluminium
industry, which is largely dominated by foreign Companies, the
emphasis is placed upon primary production and turnover of bulk
aluminium, pe rhaps at the e {pense of the fabricator The largest
U.X. aluminium fabricator (Alcan Booth Industiries) was in fact
once partly owned by Delta. (The Group held the equivalent of
about a 23% stake). However, a conflict of interests about
philoscphies of operation led the Group to sell its share in 1968
to Alcan - and cf course Delta's liquidity problem at that time

was undoubtedly also an important consideration.

1.16 Those companies which operate in copper, however, are
primarily interested in the semi-manufacture, fabrication, and
production of finished copper based output. They do not have, as
the aluminium side does, a high degree of vertical integration
backwards into extractive metallurgy and, as a result, are not
dominated by the 'bulk turnover' philosophy to a similar degree,
Since the Delta Group is primariliy engaged in the fabrication of
copper and copper alloys, it is this sector upon which interest is

centred.

1.17 There is a significant amount of industrizl concentration
in'the U.XK. as regards copper fabrication. The overall market is
dominated by three major groups of companies, Delta, IMI and BICC.
They differ in that BICC is heavily involved in the manufacture of
cables whilst IMI is more concerned with general engineering
activities and several rare metals, In contrast Delta is more
evenly spread between electricals, building broducts, and engineering.
All produce a variety of semi-manufactures in copper which are

further processed in integration.




One more mnajor company -~ McKechnic Bros. - is also worth mentioning

Since it produces a <

ol ficant amount of brass~rod. Thus the

production of semi-munulactures

0]

iz fairly well concentrated,

o)

apart from those activities which several cempanies (e.g. Vickers,

chler~Hattcrsley) naintain more or les

0]

exclusively for internal

consumption.

1.18 As one descends the integrated ladder towards the
finished products, however, the concentiration becomes less and
less marked. The production of turned engineering parts {rom
brass~rod is a g£00d cxanmple since, because the capital investment
in plant is relatively small and economies of scale elusive, the

business is Characteristically composed of a large number of small

ior Product Groups

1.19 The Deita Group could presently be well described as a
manufacturer of building products, electrical equipments and com-
ponents, and general engineering output -~ all based to some degree
on non-ferrous semi-manufactures. Figure (3) schematically outlines
the major product groups together with the patterns of horigzontal

integration.

1.20 It can be seen that Delta's original and still important

product - extruded brass rod - is used to produce both hot stamped

and forged »nroducts and turned parts, Different alloys are of course
used for each process. Some of this secondary output is actually

sub-contracting work for a variety of industries but some is also
internally further processed or assembled to produce finished
articles such as water taps, gate valves, gas controls, various
water fittings, engineering parts, electrical asscumblies, and

pneumatic and hydraulic cquipments.




MAJOR PRODUCT GROUPS

extruded brass rod

Pr p
turned hot
sub-contracted @~ parts stampings ~—=% sub-contracted
7 / 3 \
electricals ! gas controls
engineering pneumatics taps valves engineering
parts hydraulics water fittings parts

- copper rod
aluminium rod PP

™~

drawn wire e electricals

— [/ \

enamelled insulated power
wire cable cable

copper and brass
sheet and strip

/N

heat hot water electricals
exchangers cylinders
also produced:- aluminium sheet, zinc shect, diecastings, plastic components

machine tools, nickel silver strip, castings, switchgear

controlgear, fusegear, commutators, copper tube, hardware

FIGURE (3)




1.21 Another major primary product - CoOpper or aluminium

rod - is useq for the manufacture of drawn wire, enamelled winding
Wire, or woven into g variety of low voltage insulated power cable,

insulated cabie and certain Specialised cables,

1.22  Fina

fad

1y the productiocn of rolled copper and copper
alloy sheet and strip is the first stage in the process which
menuflactures hot-wzter ¢ylinders, various electricals,and such

things as hegt eéxchangers,

1.23 Whilst these three categories of semi-manufacture give
rise to most of the vertically integrateqd brocesses within the

Group, it is also clear that Delts Produces a very wide variety of

other products, both in manufactured and semi-manufactured form,

(VI1) Delta's Divigiona%_Structure

——— T —

1.24 Figure (4) Schematically out lines the present Divisional-

ised structure of the Group. Lach Division is Teasonably autonomous
and many promote autonomy within their component companies., The

"profit-centre’ philosophy is dominant within the Group.

1.25 FEach of the eight Divisions is administered by a Divisional
Chairman (who is chief executive) and a beard of directors. Since

most of the Divisions have a capital employed of around £15m and
three have a figure of over £20m, it is clear that each of these
units is a large industrial complex in its own right, The

companies controlled by the Divisions often have their own hoards

as well.,

1.26  The main board of Delta is comprised of several
Divisional Chairmen, together with a number of central Tunction
personnel such as the Group Chairman (who is the Group Chief Executiv
the Deputy Chairman, the Financial Controller, the Group Marketing

Jirvector. as wo as olher executive and non-executive directors.
Divector, as well as

=)




CABLES
DIVISION

E.R .M.

DIVISION

ELECTRICALS

DIVISIONAL STRUCTURE

ASTONIA
DIVISION

MAIN BOARD

COMPONENTS
DIVISION

ROD DIVISION

BUILDING PRODUCTS

DIVISION DIVISION

OVERSEAS
DIVISION

ASTONIA....turned parts, pneumatics, machine tools, plastics
COMPONENTS. .hot stampings and forgings, gas controls, diecastings
CABLES,....low tension power cables, insulated wire and cable
E.R.M, ....rolled and cast metals, copper and aluminium rod
ROD........brass rod, capillary fittings, diecastings, copper tube
ELECTRICALS..low voltage switchgear, fusegear, controlgear
OVERSEAS...various activities broadly similar to those in the U.X,

BUILDING P,..taps and brassware, hot water cylinders, gate valves,

FIGURE (4)




L.27 In the past the Group Administration Unit bas primarily

been concerned with monitoring the financial aspects of the
autonomous Divisions. However, recently several oiher central
advisory functions have evolved to help in the co-nrdination
and planning process, and the most important ones airc Group
Market Research and Pquicity, the Central ilaterizls Research

Laboratorics, the Group Training, iMlanage ‘elopment and

&

Manpower Unit, and finally the Group Corporate Planning Committee.

1.28  The main products for each Division are cutlined in
Figure (4) and this gives some idea of the diversity of the Group.
However, certain common threads are present and these are:-

(i) Non-ferrous metals - mostly copper

(1i) Vertical integration on the semi~manufactures.

(iii) Serving the broad markets of Building Products, Electricals

and General Ingineering.

(VITI1) Conclusions

1.25 Certain characteristics about the historical evolution
of the Delta Group are perhaps worth emphasis. The company's

development has been to a reasonable extent dominated by:~

(1) Acquisitional growth.
(idi) Buying outlets for the original semi~manufactures,

(iii) The 'non-ferrous' character of growth,

1.30 Having undergone two distinct metamorphoses, first with
the development of an integrated company 1955 - 1962 and seccndly
with the Enfield merger in 1963, Delta may well be in a third
metamorphosis at present. Since the 1967 problems and the sub-~

. . Lo > + D3 5 9 ¥ - - yay - - ¥ In
sequent rationalisation and recovery, it may be true to say that

a4

a change in orientation has taken place and the tripartite business

e

: e+ cdectricals a TOeNers Dy r S s 11
scope of ullding Products, Ilcectricals and General Engineering

1
"B

which has rceently emerged may be evidence of this.
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1.31 7The basic questions which lay behind this research were : -

(i) Having recovered and reached a 'cross-rosds' where
does the Company go from there?

(11) Will 1ihe detached view-point znd planning methodology

act a

%]

& 'cross~check', or throw light upon problems

Or Opportunities hitherto ignored?

1.32 It was upon those two questicns that this research
was largely based, but for the sake of clarity it must also be
noted that the author had been loosely attached to the Delta Metal
Company for seversi years previously, in the role of a sponsored
undergraduate. It must also be recorded that it was the author
who originally asked if the project could bpe undertaken and not
the Company, although the result of ‘the approach was z favourable

one.

1.33 These points are made because: -

(i) as an 'internalised' body the author was perhaps

permitted to carry out the research with a greater
degree of freedom.

(ii) that Delta's open approach to the project greatly helps
in adding weight ‘o the validity of the data collected.
This open and fully co-operative attitude was evidenced
by the formal backing of the Group Chairman together with
the explicit frankness and assistance afforded to the

study throughout the Group by all involved.

1.34 It may also be reasonable tc record that the organisational
climate predominating within the Group is one of freedom of expression
and relative democracy in top decision-making, The value of autonomy

and the subsequent delegation of responsibility is also emphasised.




CHAPTER 11

Contents

Review of the relevant literature - the short-comings

of micro-economic theory - the development of approaches
to strategic planning -~ the apparent problems with the
conventional approaches - special areas of interest in

'ecological methodologies, strategic valus~-systems, and
action-research,

Abstract

The overall chapter seeks to outline the reasons for

the developmenf of approaches to the strategic problem

and offers a typology and a chronology of their evolution,
It discusses the apparent problems encountered in the
practical application of these approaches, Certain areas

of special interest to the rescarch are also discussed,
These are the use of total-systems type approaches to
strategic planning; the role of values and fheir influence
on strategy; and the dimensions of the broad field of

action-research,

For a schematic diagram outlining the structure of the

total review see Figure (5).
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CHAPTER II: REVIEW OF THE LITERATURE

(1) A PERSPECTIVE: BACKGROUND THEORIES OF THE FIRM (see Figure 6)

2.1 ne classical micro-economic theory of the firm has
been steadily evolving for some considerable period of time.
Such a theory generally accommodates an underlying concept of some
industry demand function upon which is based a production function
established to meet that demand. The production function itself
relates a series of input factors (labour, raw materials, capital
etc.) to a series of outputs - or products. And the fundamental
aim of the theory is to optimise this resource conversion process
in such a way as to maximise profit, within the environment of a

conpetitive market.

2.2 The micro-econonic theory of the firm (for example
Marshall (1)) has been severely criticised on several counts.
Firstly, the theory fails to explain the behaviour of real firms,
with special reference to the profit maximisation assumptions.
Secondly, it does not fully appreciate or account for variables
other than those which are controllable and operational. Thus
whilst these operational variables can be explicitly manipulated
towards attaining some optimum, the actual relationship between them
and their relevant environment is largely ignored. Because of this,
micro-economic theory is not fully equipped to deal with the strategic
problems, Both Ansoff (2) and Shubik (3) have aiready made these

criticisms, and have pointed out the 'black-box' nature of the theory.

2.3 The obvious exclusion of behavioural variables from micro-
economic theory, and the assumptions of profit—maximising behaviour
were both accounted for to a considerable degree by the rescarches

of Cyert and March (4) who took social and psychological influences

into account. However, their work primarily observed operating

€
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variables and tended to assume a static stirategic posture for

the firm, Nevertheless, the behavioural theory of the firm is
specifically orientated towards empirical findings and aliows

a range of goals, learning, expectations and adaptation to enter
the arena of decision processes; even though the decisions studied

were generally outside the strategic problem area.

2.4 The second major outgrowth of classical micro—-economic
theory is that of the applicétion of a variety of ﬁathematical
techniques with the aim of attempting some optimisation of the
"production function' in a broader context. This development
is explicitly useful to the management of the 'real' firm but normally
applies itself only to sub-systems within the total enterprise.
Thus,in this sénse, these disciplines (such as decision—theory and
operational research) although closer, perhaps, to the strategic
problem, do not fully encompass it as yet. Modern managerial

economists (for example Hague (5)) recognise these short-comings.

2.5 A third major develcpment in the theory of the firm is
that of holistic or Systemic approach, which treats 'the firm' as
an organism adapting to and interacting with some environment.
This systems approach has been comprehensively developed by Beer (6)
in a theoretical context. However a significant piece of empirical
research was also conducted by Forrester (7) who carried out a
detailed computer based analysis of the inter-linkages between the
Operational variables of real firms. In this way, Forrester demon-
strated that anticipation {and thus internally adapting optimisation)
to the time-lags and influences of feedback throyz hout the resource-
conversion process was possible, However these variables were once
again operational rather than strategic. Even Forrester (8) has
stated that ~ ".., strategic problems are perhaps of the 100th order
of complexity while the most sophisticated computers are presently

capable of only the 10th order.™




2.6 The fourth significant outgrowth of micro-economics

has been the development of capital investment theory, which

attempts to assess the desirability of a series of alternative
investments in terms of computed profitabilities over their 1ife-
times. Such approaches (for example Hawkins and Pearce (9))

would appear to be closest to the Strategic area in that they often
deal with strategic decisions. However,CIT has some severe limitat-
ions, éspecially in the sense that it has no mechanism for monitorn
ing the firm's énvironment or searching for alternatives., Neither
does the theory treat the firm as a whole entity by taking into

account some of the broader implications of 'synergy' or non-

economic influencing variables, Ansoff (10) has already made these

Criticisms,

2.7 Several other classes of theories of the firm have also
evolved, Fayol (11), for example, in essence founded a "managerial’
theory of the firm which Stressed 'organisation' and division of
labour. Another notable contribution has come from Marris (12)
who has broposed what might be termed a 'desoriptive' theory,

Marris has constructed his approach along empirical lines, thus
accounting tor managerial behaviour within the body of more traditional
economic theory, However, neither of these explicitly deal with the

Strategic problem,

(I1) MAJOR RIFASONS FOR THE DEVELOPMENT OF APPROACIES TO STRATEGY !
‘M*_‘“MWHM

2.8 Thus the inability of both the traditional and more recent

eéconomic theories to accommnodate the Strategic problem éventually

led to the business community to attempt to systematically deal with

the increasing rates and characteristics of change to which firms
were exposed throughout the 1950's, To quote énggiﬁ (13) - i
"It became increasingly clear that the solution to the firm's problem ;
through managerial address to the traditional variables was no longer

effective, that it was not the problem of Optimising the currently
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controllable variables, but rather one of changing the set of
variablés which the firm chooses to control and, more specifically,
changing the products, the markets, and, sometimes, the technclogy

of the fiym. "

2.9 Steiner (14) has postulated that in fact planning, as
such, had beep taking place for some considerable time, But what
Steiner States is different is the formal and systematised approach
to planning which evolved in the late 19507s., He proposed that
before the Second Worlg War the prie intellectual pre-occupation
of management was in dealing with the business cycle, and with short-
term operational problems. He then postulated thet the increasing
environmental changes, éspecially in technology and societal con-
sumption, and the rapid growth of Organisations, brought about a
need for more comprehensive Strategies, However,the importance of
the business cycle and shorter term considerations is obviously

Still significant.

2.10 Steiner's assessment of this mode of evolution tends to
be confirmed by the manzgement writings of the mid 1950's.
Drucker (15),for example, clearly demonstrated,at the time, the
apparent lack of explicit awareness of the Strategic problem, and
instead focysed on the short term Considerations and overall
'efficiency' of the logistic processes. Only a few years later,
Drucker's (16) primary concern was explicitly with the problems of

strategy and long range planning. .

2.11 Thus the need for some mechanism with which to deal with
these new characteristics of "change' was perceived Primarily by

the business community. Smith and Chr{ptenseg (17L in their coi-

lection of early cases, demonstrate the beginnings of a business

policy framework though, at the time, it lacked formalisation or

Ssystematisatior. Similarly, Bursk and Fenn (18), in reviewing what
was perhaps the first Business Planning Conference to be held at
Harvard, have also clearly outlined the origins of a formal Planning
approach, especially in the context of the growing trend towards

£

'Divisionalisation'.

S
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2.12  The actual "mechanics’ which spurred on the develop-
ment of formalisgeq approaches to strategy formulation are also worth
mentioning, Bowman (19) Proposed that a variety of techniques
helped to Produce greater cohesion of g body of relevant knowledge.
Especially mnentioned by him was the advanced work being done in
the ﬁilitary Planning fielgds such as the Planning~Programming -
Budgeting System. He also pPostulated that the development of
economic theories, the institutional activities searching for
ways in which to deal with change, the research into cybernetics
and theoretical constructs, and systems analysis all contributed
significantly to the overall advancement. The overall hierarchy

and consequently the broad development of these Strategic planning

techniques has been comprehensively analysed by Mintzberg (20).

(111) PATTERNS OF DEVELOPMENT IN STRATEGIC PIANNING APPROACHES
ot U DRV
(see Figure 7)

(i) The Genesis

2.13 Perhaps the Genesis of many of the more recent develop-
ments in the broad field of policy-making can be attributed in part
to Liggglgg (21) who proposed two discrete approaches to this kind
of complex problem-solving. These views in many ways reflect the
difference between the micro-economic and behavioural theories of
the firm for whilst one is, in abstract, a rational method, the
other predominates in practice. In other words, Simon's (22)

concept of man's 'bounded rationality" and essentially ”satisficing”

behaviour is apparent.

2.14 Lindblom (23) has called these two approaches the "root-
comprehensive' and "branch-successive limited comparisons'" methods
of problem solving. They are distinguished from each Other essenti-
ally by the 'objectives' and analysis each employs, In the former
(root) case,goals and objectives are Sstable and distinct and the
analysis is a fully comprehensive one. Thus the policy is 'means-

However ,in the latter (branch) case, goals and
£

ends' orientated.
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objectives are indistinct, inter-twined,and often unstable

(because they are value-based) and the analysis is severely limited

to a series of comparisons with previous policies. Thus the final

choice tends to pe ohe seeking marginal increment or marginal

achievement of Objectives.

2.15 The distinctive value of Lindblom's contribution is that
he contrasted the commonly accepted and objective approach to policy
(or strategy) formulation with the methods actually practised.
Having thus performed his analysis on the decision~processes which
are actually used in complex and unstructured problem-solving,
Lindblom then stated that a comprehensive approach is impossible
because of the complexity of the variables to be accounted for,
Ansof? (24),however,disagreed and his own and other 'root methods'
are used to substantiate his view,. It is nevertheless probable
that indeed neither is correct for the areas of public policy must

surely maintain more complex a system than that of a single firm.

2,16 More recently, Lindblom (25) has suggested that the
‘rational' decision process is subjected to various specific limitat-
ions. The first, he postulates, is in actually defining the problem,
with special references to 'symptoms' and possible ‘'cause and effect'
relationships. The second limitation is, he suggests, the absence
of complete information: and thirdly, the difficulties of organising
the goals and values relevant to the problem. Finally, he addition~
ally postulates a certain resistence to analysis. Although once
again Lindblom's comments are drawn primarily from the fields of
public policy and administration, they seem to be also applicable

to the business strategy formulation process.

(ii) The Concept of 'Planning'

2.17 The concept of planning is obviously 'future-orientated'

Fayol (26), for example, as one of the earliest to propose a business

B S —

pPlanning framewcrk, emphasised notonly forecasting as such but also
Aiaiaialel ey A MV -

"thinking in the future'. The concept of planning as an activity

not only dealing with uncontrollable change butcalso actively
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anticip?ting it, is widespread. For example Ackoff (27) has
called planning .."'anticipatory decision-making" and has stressed
the interdependence of one decision on another, Dror (28) has

also stressed this, calling planning decision-making which concerns
future action, but stating that ".. its specific characteristic in
this respect is its dealing with a set of decisions, that is a
matrix of interdependent and sequential series of systematically

related decisions". (p.107)

2.18 More specifically, planning the futurerdevelopment of
a complex organisation has generally implied a relationship between
three distinct classes of decisions. The normal 'resource-con-
version' process of the firm is controlled by what are usually
called 'operational' decisions akin to traditional micro-economic
variables in an extended form. The decisions relating several

'resource-~conversion' processes to each other are commonly known

as 'tactical'. And decisions relating the whole firm to its total
environment are normally termed "strategic’'. A simplified outline
of this hierarchy is represented by Figure (8). Thus, conceptually,

"planning" may be accepted as some attempt to ‘optimise' the develop-
ment of the organisation in the context of both internal and external
environments, and their respective interdependences and changes.

Beaufre (29) has demonstrated the enormous complexity of such a

task, especially with regard to the dynamism of environments and

their interactive natures - ".. We are dealing with a problem of
dialectics; for every action proposed, therefore, the possible

enemy reactions must be calculated and provision made to guard

against them." (p.25) However, the common sequence of steps within
'planning' are the perception of a need, the generation of alternative
solutions, the evaluation of alternatives, the choice, and finally
the review. Whilst this schema is over-simplified, it still charact-

erises most approaches to the planning problem.
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. _ e
(%1*> Eﬂ§-ﬂ§52§££g§m‘ Development (see Figures 9a and 9b)

2.19  Perhaps the first significant attempt at synthesising
a comprehensive ('root') approach to the problem of an organisation's

Strategy formulation was made by Gilmore and Brandenburg (30).

Developed largely from military origins, their business planning
model introduced the concept of 'synergy' and embodied a 'master
plan' for the firm which was made up of a configuration of integrated
sub-plans. The components of the model's master plan were an
'economic mission' for the firm, (i.e. its business scope and per-
formance objectives) a "competitive strategy', (a product-market
posture) a 'programme of action' to find effective ways of imple-
mentation, and a 'reappraisal phase' to afford any feedback necessary

Tor overall modification of the 'master plan'.

2.20 This 'cascade' approach to strategic planning offered
a positive advance but also, perhaps, failed to maintain true com-
prehensiveness. Firstly’the objectives of the firm, which should
embody the underlying fundamentals of any planning rationale, were
not specifically discussed or identified but rather remained implicit.
Secondly)the model failed to make an adequate distinction between
expansion strategy and diversification strategy but was rather
orientated towards the former. Nevertheless, several of the concepts
introduced by Gilmore and Brandenburg became integral structures in

later developments.

2.21 The second major contribution to what might be termed
the 'mainstream' of strategic planning was that proposed by Stewart 3

and Doscher (31). Their model was once again a fairly comprehensive

one and it tended to consist mostly of a hierarchy of plans which
' . 1 .
were integrated and related by & "cascade' structure. Howeverjthe
approach can be criticised on three counts. Firstly,it placed
emphasis on the plans but not the actual process by which they were
. . - rnamic re-iterative feature of feedback
derived. Secondly, the dyn

. s e o ; T s 4 s e
was not included. Plnally’tho model contained no explicit facility

fcr a process of environmental search. The concept was further

£
- q 3 3 Pt - L SEa T H !
developed by Anthony (32) who distinguished between internally
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and 'externally’ orientated prccesses. Whilst Anthony continued
to stress the interdependence of plans and the hierarchy, he also

emphasised the 'controlling'mochanism Sf his model.

2.22 Ansoff (33) shortly afterwards produced probably the
most comprehensive and Systematic model yet formulated. His
approach accounted for the objectives of the firm, an environmental
appraisal, the definition of product-market postures, and methods
of evaluating synergy. Interestingly though, Ansoff's approach
is 'diversification' orientated as its prime area of attention;
although it also explicitly accounts for strategic expansion,
Special emphasis was also placed on the mocdel's usefulness to the
business community and hence it is comprehensive yet embodies both

quantitative and qualitative analysis in a practical context.

2.23 Ansoff's normative approach was characterised by the
setting of objectives for the firm, and a subsequent analysis to
evaluate the 'gap' hetween currently forecast performance and the
performance required to satisfy the 'objectives"'. The 'gap' was
then sub-divided into that which could be obtained by strategic
expansion of existing activities and that which could only be ful-
filled by complete diversification. From this sequence, the model,
which is routinised, dynamic, and clearly procedural, then adopted
a structure of parallel analysis of the firm's inherent abilities
and resources together with a critical evaluation of environmental
opportunities in the context of synergistic effects and such factors
as market barriers to entry. The analysis implied by the approach
is indeed, relatively speaking, comprehensive and is highly detailed.
Rhenman (34), however, has criticised Ansoff's approaéh, suggesting
that the highly routinised nature of the procedure actually increases

the difficulty of perception for organisations.

2.24 This growing disaggregation in analysis was further
demonstrated by Cannon (35) who, in proposing his comprehensive and

individual approach to strategy formulation, placed specific emphasis
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on the int@r~relationship and integration of all strategic factors
and relévant sub-plans. Cannon's analytical stance was a highly
detailed one which was characterised by a significant degree of
complexity, The comprehensive approach he formulated was not
explicitly modelled as such but rather distinguished parameters
for a clear (and somewhat qualitative) analysis. Once again
the "action-orientated" methods he proposed were specifically

aimed at 'real world' management.

2.25 Shortly after Cannon's exposition, Steiner (36)
followed similar lines but also proposed that the corporate strategy
formulation could be, and should be, fully integrated into the sub-
plans and into the techniques of management science. However,
quite recently Rhenman (37) has also criticised this approach, and
postulated that it was unnecessary to stress the hierarchy of plans
because organisations perceive and cope with problems as 'independent'
events. gseveral other approaches which are normative, comprehensive,
and 'routinised' and therefore come within the 'mainstream' of plan-
ning theory, have evolved. Two examples are the approaches of
Hilton (38) who places great emphasis on the practical aspects of
essentially normative planning and Gryner (39) who developed a

cyclical model much along "Ansoffian'" lines.

2.26 Thus from Lindblom's (40) original 'root-comprehensive'
concept, a series of 'mainstream' comprehensive approaches to the
problem of stirategy formulation have evolved. Most share the common
profile of analytical, procedural, systematic and normative natures
however, and it may be true to say that perhaps there has been an
explicit lack of emphasis as regards the dynamic functionings of the
"real' system they are being applied to. The step by step 'check-
list' is relatively easy to understand logical, and simple to carry
out. Thus these normative approaches which embody the underlying
assumption of rationality and the decision-processes of 'economic
man' have high utility-values as regards applicability. On the

other hand)they may underestimate many of the real 'descriptive’
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influences which perpetrate themselves in the Strategic planning
arena. There may be dangers in applying a detailed analysis to
a system whose functionings are not fully appreciated or accommodated

within that methodology.

(iv) Hybrid Approachgi

2.27 From this 'hard-core’ or 'mainstream' of planning

approaches, several hybrids have also evolved. Two of these -
Argenti (41) ang Praesnis (42) - reflect the common approaches to
Strategy formulation employed by most British companies. Both are

essentially normative and quasi-comprehensive but are heavily
orientated towards financial Criteria. It may be true to postulate
that in both cases the methodologies as proposed almost purposefully
ignore many of the broader issues which confront strategic planners
today. However, this consistency of approach is marked in the U.K.
and is evidenced by many of the papers presented in, for example,

the Journal of the Society of Long Range Planners.

2.28 The second significant outgrowth is the approach proposed

by Smalter and Ruggles (43). Drawn from their experiences in the

D6

U.S. Department of Defence, their methodology for planning largely
consisted of a variety of operational research and systems analysis
techniques. They placed great emphasis on the 'allocation of
resources macro-problem' and employed a complex matrix analysis

in attempting some sort of optimization. lowever ,their approach
remains a quasi-comprehensive one and falls neatly between the
"mainstream' and the purer 'management science' contributions to
the strategy problem,. Thus, although similar in many ways to
Ansoff's (44) model, Smalter and Ruggles accentuated the importance
of the planning cycle, of optimum allocation of resources and of an

integrated package of sub-plans and routines for implementation

of selected strategy.
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(v) O.R. and Management Science Approaches

2.29 Away from the 'mainstream' literature lies a second
body of approaches to Strategic planning which is explicitly dif-
Terent. These can be termed the 'management scie nce'’ approaches
for they attempt to embody scientific method and quantification in
their analysis, selection and implementation of Strategy. Indeed,
many of the techniques which have been applied have been very
successful, but usually at a lower order level or problem. An
early exposition of the possibilities of quantitative techniques
was made by Weinberg (45) whose analysis of a strategic problem was
a highly detailed andg scientific one. It was clear, however, that
such an analysis could not accommodate broader qualitative analysis

adequately.

2.30 Later, specific approaches to the optimization of a firm's
resource~conversion process at a Strategic level were explored.

Rapoport and Drews (46),for example, demonstrated just such a procedure

in the context of a major oil company, and subsequent methods as
exemplified by‘WE;tting (47) and Wagle (48) have developed and
broadened the stance. Hence the use of operational research tech-
niques in the field of strategic planning has been of significant
value. However, they tend to be applicable only in the case of
single product/vrocess firms, such as oil companies or electricity
corporations where integration is unique and relatively simple.

In firms which are essentially multi—product/process,there is much
evidence to suggest that operational research approaches have serious
short-comings, and this is well demonstrated by the fact that some
management scientists have adopted 'mainstream' approaches to the

strategy problem -~ (for example see Cantley (49)).

2.31 The apparent inability of operational research to fully,
as yet, contribute to the macro-problem solving area of Strategy
formulatioh has been outlined by Hitch (50) who stated that "
operations research is the art of sub-optimising, that is, of solving
some lower-level problems,and difficulties increase and our special

£
competence diminishes by an order of magnitude with every level of



decision-making we attempt to ascend."

2.32 Perhaps by far the most significant contribution from
this area has come from Ackoff (51). In his essentially descript-
ive and somewhat philosophical approach to the problem, he con-
centrated on the fundamental and underlying rationale of strategy.

In examining the firm from a systemic pathway Ackoff acknowledges
three major categories of planning which he calls ’satisficing’,
(after Simon) 'optimising' and 'adaptivising'. The first, he
postulates, is that which is most commonly employed and is character-—

ised by a 'planner’ setting his targets in accordance with what

'will do' and what is achievable. Often, such targets are not
strongly inter-related, This concept of 'satisficing' Strategic
planning has also been called "disjointed incrementalism'. In

the second case of 'optimising' planning, Ackoff specifically refers
to the programming-0O.R. approach to strategy formulation and also
accepts the fact that such approaches are usually only cperable at

a lower level. He states ~ ".. an optimal comprehensive strategic

plan is currently beyond our capabilities." (p.15).

2.33 Ackoff's third category, that of 'adaptivising', is,
he maintains, the most rare and yet potentially the most valuable
approach to the problem. He postulated that the value of Strategic
planning lies not in the outcomes it generates but rather in the
process of derivation; 1in that the exploration entailed could
provide the stimulus to the firm to adapt to changes more readily.
Ackoff also argued that a considerable amount of time was spent on
what he called 'retrospective planning' or extracting the firm from
present difficulties resulting from past decisions, Thus he
proposed that organisational design oupht to seek to minimise this
need. In addition, Ackoff outlined a variety of sub-concepts
relating to 'adaptivising' planning such as 'commitment' to events and

the 'responsiveness' of the organism to unforeseen events,

2.34 Thus the total approach philosophy outlined by Ackoff
appeared to be a rich one,for he coherently introduced some of the
. . ¢ X
'essence' of strategy formulation hitherto largely ignored by many of

the 'mainstream' contributors. However,his book subsequently tended

i



to break down into broadened versions of many of the sub-optimising

routines common to operational research and thus a significant gap

was exposed between philosophy and application. Nevertheless,
Ackoff stated - "The key to both creating and evaluating courses

of action and policies lies in the understanding of the sSysten

involved; that is, in the ability to explain its behaviour, not
merely predict it." (p.43), This appeared to be a specific
advance for,implicit in the statement)was that simply applying a
Systematic comprehansive and procedural analysis, or attempting
some lower-order optimisation in the strategic context, was perhaps
not enough. The firm and its corresponding environment form a
unique dynamic system of such complexity that a broad in~-depth
examination into its normal functionings seems to be an important

bre—-requisite to successful Strategy formulation and implementation.

2.35 In the broader context of Management Science {(for example
see Churchman (52)), one other recent contribution to the problem of
the firm adapting to a constantly changing environment and the
implications for organisational design is worth mention. Beer (53)
has proposed a cybernetic structure for the firm akin to information
systems which have evolved in higher biological organisms. Such an
analogy appears to present an exploitable opportunity to scientific
approach and to the body of Strategic planning knowledge for it,
in a sense, integrates well with Ackoff's (54) concept of "adaptivising'
in promoting the view that flexibility, control and responsiveness to
change may become fundamentally more important to Organisations than
many of the normative and comprehensive approaches to the Strategic

problem presently employed.

(vi) Less Structured Approaches

2.36 The third major category of strategic planning approaches
is that which can be termed 'flexible' and has begun to evolve in
more recent times. Perhaps concerned at the increasing rigidity
and complexity of the normative 'mainstreanm’ approaches, certain
"exploratory' planning designs have been suggested., This attempt

in many ways characterises the need felt by som& to continue to employ



one of the most successful generators in the business world -~

‘entrepreneurship’ . These various ideas are as yet fairly
diverse and perhaps the most notable is that being researched by
the Stanford Research Institute as demonstrated by McConnell (55),
This approach revolves around the concept of "organised entrepren-
eurship” and is essentially flexible, catering for creativity.
Thus planning is explicitly an open-ended process unconstrained by

the rigours of procedure of normative models.

2.37 Another example which might be categorised as flexible
is the approach to Strategic planning currently employed by IBM.

Termed '

'exploratory planningﬂ - (for example Simmons (56)) - the
approach is once again essentially unstructured and flexible and
utilises some of the techniques of futures - research (for example

Kahn and Weiner (57)). Thus scenarios are built, technological

forecasting methods such as those outlined by Jantch (58) are employed
and the temporal horizons tend to be longer than conventional designs.
This trend towards an almost philosophical body of planning approaches
has been further exemplified by Fugster (59). Hence these 'less
structured’' approaches to the Strategic problem complete the tri-
chotomy of recent directions of development. The 'mainstream'

is obviously by far the most significant but is balanced to some
degree by the 'management science' approaches. The more 'flexible’
developments have been more recent and are as yet minor in comparison,
but their influence appears to be growing (for example sce Shank et al

(60)).

(IV) AN EVALUATION OF APPLICABILITY

(i) ZEmpirical Studies

2.38 Thus a variety of approaches to strategic planning have
successfully evolved over the last decade or so but it is of critical
importance to establish their usefulness in application. Some
evaluation of strategic methodologies in a practical context is

. . € . .
therefore reguired. Fairly early in the phases of evolution, Steiner

(61) postulated that American companies exhibiting high vates of
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growth were more likely to be 'planners’ than 'non-planrers’' and

he quoted research at the Stanford Research Institute as evidence.
Steiner also proposed that 'non-planners' were more likely to
become bankrupt. At the same time, however, he stated the need to
maintain a balance between the 'seat of the pants' decision-making
and the highly structured 'analysis~paralysis’ approach tc strategy

formulation.

2.39 More recently, Ansoff et al (62) performed a detailed

and sophisticated statistical analysis embracing a large number of
American companies and concluded that, for almost all relevant
financial criteria, 'planners' outperformed 'non-planners'.
Ironically, perhaps, the study also indicated that this distinction
was not fully appreciated in the stock-market,for investors failed
to reflect any preference between the two categories via price-

earnings multiples, In addition, 'planners'

were found to generally
behave more predictably and with a greater certainty as regards
acquisitional growth, but subjective evaluations made by management

within companies did not uncover any marked differentiation.

2.40 Another study, carried out by House and Thune (63),

tended to substantiate these previous findings and also concluded
that companies which were formal long-range planners outperformed
those which were not, over a given period of time. Thus, from the
fairly small sample of studies which have been carried out in this
area’it would appear that, statistically at any rate, some formalised
strategic planning structure for firms is advantageous in so far that
their financial performance is more likely to be superior to those
without formal planning. However, it is impossible to distinguish
between the effect of an advanced management team (who might naturally
employ planning techniques) and that which specifically results from
formal planning itself. Hence some sort of evaluation in 'phantom-

reference'¥ terms seems to be desirable.

"phantom reference' means 'what would have happened had this (x)
not been done?’' - as compared to what did happen. Thus  how
would performances compare - with and without ’planning‘ - in

the same organisation?



2141 Other studies eéxamining the extent to which formal planning
is carried out indicate some confusion, The BIM Survey carried out
by ﬂEEEiEﬁEE§_§EEQQ§£ (64) pointed to a very hazy appreciation of
formal Planning within the U.X. One of the most interesting con-
trasts appeared to be the way in which British companies tended to
make gross assumptions about 'purpose' and 'objectives’' and the
resistance to corporate self-appraisal. Tilles (65), for example,
has consistently proposed that coherence and consistericy within
purpose and relevant Strategy is fundamental to success, But
Hewkin and Kempner (66) stated -
"Many companies do not consider it necessary to write anything down
in this context. They believe that such things as the general
bpurpose of the company and the kind of business it is in is clear
enough by implication."
Much of the survey, however, dealt with the 'mechanics' of Planning
and failed to explore whether formal plannihg postures had been fully

assimilated and 'internalised' by a proportion of the sample,

2.42 EEEEEEEE (67), on the other side of the Atlantic, also
concluded that formal planning was not widely appreciated -
"Organised corporate long-range planning is neither as well accepted
nor as well practised as suggested by the literature on the subject.
Although much planning is done, the effort is often sporadic, it is
lacking in co-ordination and it is less formalised and sophisticated
than much of the literature suggests." Thus the implication seems
to be that whilst some formal approach to strategy formulation is
conceptually accepted, it is in some way resisted and perhaps inhibited

in practice, (for example see Mainer (68)).

2.43 Indeed these findings were substantiated once again in

the U.K. more recently by the researches of Irving - (see Taylor and
Irving (69)). They concluded - "corporate planning in major U.K,

companies is neither as well developed nor as fully accepted as one
¥

might expect."



Several_lnteresting points were illuminated by the study. One
was the apparent significance of management style impeding the
introduction or use of a Tformal planning system. It was stressed

that in many cases the introduction of 'planning’ required a re-

orientation of management philosophy. This point has also been
made by von Allmen (70), Another point tc emerge was the overall

resistence to application in that, without the explicit backing

of the Chief Executive, formal planning was often unsuccessful.

(ii) Problems with Formal Planning

2.44 Thus one must conclude that although there is some
apparent correlation between formal planning approaches and superior
company performance, there is also significant disquiet with regard
to practical application. This was explicitly proposead recently by
Pennington (71) who stated -

"Planning should be making a vast and continuing contribution to

more effective business management. In practice, planning has been

a resounding and expensive failure."

Pennington suggested that formal planning has failed because it had
not changed '"the way things get done" and had not satisfied the needs
and desires of top management. Thus 'planners' were unable to employ
top-management co-operation in fulfilling their task. Pennington
subzequently stated that where planning had been successful, it had
been carefully integrated into other normal management activities

and in addition - ".. appropriate attention has been given to the
interpersonal vrelationships that affect the flow of work and information

. . i t
in the organisation.’

2.45 The importance of constructing a planning system which
operates in sympathy with ncrmal managerial funotionings has also
been emphasised by Wilson (72) -

"Finally, it is extremely important to repeat one of the cardinal
rules of Cérporate Planning: namely that the system must be tailor-

& - 1
made to suit the management-style of the company.




More recently, Knoepfel (73) extended this train of thought and
postulated that 'planning' was not just a routine procedure but
more a frame of mind and an approach of attitude. He also
stressed 'workability’ of planning with special reference to the
characteristics of the top-management. Knoepfel stated -

"Unless the corporate planner is freely consorting with these
people and gets to know them intimately: their Jjudgments, their
attitudes, their values and beliefs, their emotions, their likes
and dislikes, briefly, what makes them tick, he will be unaware of
the subtle, intangible elements that may be, in reality, the key

inputs for a successful corporate plan."

2.46 Gross (74) has criticised a comprehensive and normative
approach to the stategic problem by postulating that a passion for
detail by either the organisation or its sub-systems,may result in
a lack of selectivity. In addition, he prbposed that comprehensive
analysis often produced a loss of perspective, an overloading of
channels of communication, a waste of valuable resources and a move
away from the essential action orientation of business., Many of
these points were echoed by Ewing (75) but he extended the argument
by emphasising that normative approaches to planning dealt only with
"bloodless-criteria" and were too abstract to be applicable in
practice. He stated -

"The fact that the physical side of planning has been pursued so
vigorously and efficiently, and the fact that the human side has not

been aggressively pursueq have combined to produce a 'lop~sided’emphasis
in practice' (p28).

Ewing also described a concept of "anti-planning” analogous to Newton's

third law of motion (action and re-action ...).

2,47 Finally, an interesting experiment evaluating alternative
planning methodologies has been recently described by Wheelwright (76).
By distinguishing between 'synoptic' (considering the whole problem)
and 'incremental' (considering only sub-problems in the macro-problem
solving context), Wheelwright performed a scientific analysis of

€
— -
the simulation of performances. the analysis employed
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quasi-subjective evaluations, however, in the form of a panel

of independent judges. Nevertheless, using Tilles' (77)
criteria for the 'evaluation' of strategy it transpired that

in the experimental Situation, although the 'synoptic'’ approach
generated more strategic alternatives, the 'incremental' approach

led to bhetter agreement between executives in strategy-making and

to better overall Strategies.

2.48 Thus one may conclude that, generally speaking, the
majority of approaches to the procblem of strategy formulation have
not yet conclusively proved their validity for,whilst many satisfy
all the abstracted criteria, they are being significantly inhibited
in practice. It would also appear that the 'stumbling block'
revolves around problems which are essentially 'behavioural' in
character and which are often, as yet, unaccommodated by planning
theory. Indeed it might well be suggested-that the evolution of
business knowledge in the Strategic context has in fact resulted
from an ill-founded point of deparfure and that emphasis should

have been placed on 'workability' from the outset.

(V) SPECIAL ARFAS OF INTEREST ~ (A): FECOLOGICAL METHODOLOGIES

(i) Systems Approaches in a Brecader Context

2.49 The concept of a 'total systems' or 'holistic' approach
to the problem<of strategy formulation is commonly referred to in the
literature, In practice, however, there appear to be few systematic
planning procedures which operate along ‘'hclistic' lines although,

of course systems analysis techniques are available and fairly
widely used in a lower-order quasi-strategic problem level. The use
of computer based simulation models is also widespread. In terms

of the basic concept of the functionings of the firm, such works

as those of von Bertalanffy (78) and Feibleman and Friend (79) have

paved the way for the develcpment of various systems theories. In

addition, Imery and Trist (80) further aided the process by identify-
, b )

. . - PRI N [ e . r o . L
ing explicit types of operating envircnments for organisations

4

. ‘ur ' fie (in to ti orny environme:
and introduced a 'turbulent’' field akin to the normal environment

of the firm.
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2.50 Firstly, however, it may be helpful to examine the

1 -~ 4~ noot .’ .
application of holistic! models in a broader context. There

v (Y=Y - s . - -
have been, to date, two major areas of investigation where "total

<4 I . ‘ ]
systems' type approaches have been used to model complex "organisms'.

The first(and perhaps most notably successful)has been in the case
Of urban systems where such models have greatly contributed to
Planning and development through the means O0X simulation. It

may also,perhaps, be true to say that the 'mechanical' criteria
which have heen accounted}for within such models (for example

see Catenese and Steiss (81) and MelLaughlin (82)), generate a fairly
accurate though over-simplified picture of reality. The second
major area where systems approaches have been applied, but with
perhaps less success, is in the case of 'macro-economic modelling

and planning. This is especially true of East European econonies

such as that described by Porwit (83).

(ii) Cybernetic models: operational and conceptual.

2.31 In the context of 'the firm', the operational character-
istics have been modelled along systemic lines by Forrester (845,
who examined the various interlinkages and time-lags in feedback
between such functional variables. At perhaps a higher though
less specific level Beer (85) has further extended thesco approcaches
towards true cybernetic mechanisms analogous to natural functionings
of biological organisms. Beer proposed the firm as existing within
an 'ecosystem', comprising at the most fundamental level, a firm
and a mark~=t. He also postulated "preferred sets of states' for
each and problems of constant adaptation to an equilibrium position -
Otherwise known as 'homeostasis'. In a later work, Beer (86)
synthesised a design for the 'firm' based on the information flows
of a higher order 'nervous system' implying, perhaps, that perception,
control and response was more important for the firm than Simple

"'strategic planning'.
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(1)  Informational Variables
2.25 1In his analysis of informational variables relevant to

the "firm' Aguilar (87) adopted a systemic posture, modelling the

firm as existing within both internal and external environments.

Aguilar also examined the Systemic mechanisms by which the 'firm'

obtained information and tiltered it, and the resulting strategic

implications. Ansoff (88) also adopted informational variables and

the firm's adaptation to its environment. Discussing the character-

istics required for firms in the future, he referred to it having

"windows of perception'" and that some organisational development A

should be implemented in order to reduce response-times to change.

Ansoff speculated -

"Not only will the successful firm be able to perceive opportunities,

it will also know how to anticipate them ... . A typical firm of

today is static rather than dynamic. Its basic structure is designed

to maximise internal efficiency and is hostile to change." Ansoff

then mentioned a major area which needed attention; namely the

development of techniques for searching the environment amd anticipat-

ing environmental change.

2.53 In the context of strategy formulation and its eventual
implementation, perhaps Drucker (89) made one of the best cases for
some systemic approach to planning the evolution of an organisation -
"We need an integrated decision-structure for the business as a
whole. There are really no isolated decisions on a product, or on
markets, or on people. Fach major risk-taking decision has impact f

throughout the whole; and no decision is isolated in time." i
- [ao]

(iv) Systems analysis in planning

2 54 1In the specific context of strategic planning, systems
analysis procedures have been widely employed in a lower level decision-

area or in the case of integrated single product/process firms.

Rudwick (90) has outlined most of the facets of the applicaticn of
systems analysis techniques to a variety of individual strategic

4




problems. A variety of other approaches have also attempted to
embrace computer-based company models with the intention of
simulating the total system in ordér tb evaluate and generate
suitable strategies. Examples of this are offered by Bell (91)

who proposed a modei emphasising modification of integrated product-
mixes, and Greer (92) who outlined I.C.L.'s own company model for

generating five year forward plans.

(v) 'Ecological' concepts

2.55 If the scope is widened slightly, and the 'firm' is
perceived in a slightly more qualitative light, it is apparent that
the broad concept of strategic 'ecology' for organisations is nothing
new. For example Young's (93) analysis of corporate growth used gn
ecological analogy and Smith (94) discussed the common 'lag-response'’

exhibited by firms in dealing with environmental change.

2.56 However in terms of practical application it would appear
that strategic planning approaches embodying an 'ecological' model of
the firm are rare (as distinct from system analysis 'optimising'
procedures) . Ward (95) has described marketing strategies from the
viewpoint of systems dynamics, implying 'ecology' and more recently
Coyle (96) hés exanined the integrated dynamics for policy formulation
in a firm, assuming a limited perspective. Champion (97) has out-
lined what is claimed to be a successfully applied 'total systems'
approach to strategic planning where emphasis was placed on the
integration of plans and sub-plans relating reséurces, objectives
and programmes. Champion also noted-"A planning system is a custom-
madec tool which must be closely adapted, if it is to be effective, to

the philosophy and style of the managers that use it."

2.57 DPerhaps an approach more orientated towards 'ecological'
concepts was proposed by IFarmer (98),explicit1y with reference to
controlling and accounting for the supply-markets of the firm. Such
a methodology obviously accounts for only a single part of the total

- ~ 1 - ,, + e .
environment but nevertheless Farmer s postulates were interesting ones.

4
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L ralnes 9) opened up yet another dimension of 'ecological’

methodology by Proposing that relevant scenario-building would be

an effective way of pre-testing long range plans.

2.58 EE}E&@{LEQQhﬁglgEE (100) have also recently proposed
an interesting applicable methodology for planning corporate develop-
ment. Thelir approach is almost specifically 'ecological' in
nature for it attempts to detect and anticipate change and effect
adaptation. The major premise was that the organisation must be
specifically structured so as to cope with environmental changes
and control adaptation. Hence,in this light, they proposed the
setting up of a separate unit specifically to deal with new business
development, and, in addition, postulated that it would soon be of
great importance to assimilate adaptive mechanisms with respect to

each characteristic of the firm's business.

2.59 Ackoff's (101) philosophy of corporate planning also
assumes a 'holistic' posture in that he defines planning as an
"anticipatory decision~making" process wherc the decisions are inter-
dependent. Ackoff stated -

"The dynamics of the environment must be understood and forecast in
order to plan effectively. The economic, social, political and
technological aspects of the environment (i.e. the larger system
that contains the firm) should be also taken into account" (p46).
Ackoff also laid stress on the importance of fully understanding
the system being planned for and thus what he appears to envisage is
the fundamental relationship between firm and its environment which

forms the basis of any 'ecological' model.

2.60 Ackoff's systemic pathway is later developed into the
implementary phase of planning when he states:-
"Even small corrective measures cannot be evaluated effectively unless
one has a conception of what the organisation should be like as a
whole and ideally. An idealised conception of an organisation should

consist of more than a set of unrelated or loosely related ideas;
w2 - .

the ideas should be completely related into a cohesive system, -
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Lqu1ppeq with the idealiseqd concept we can systematically plan the

transition of

(p60) .

an existing organisation toward the one we want."

Howeve kof{"' i ; :
er, Ackoff's ecological model, in totality subsequently tends to
become a series of Sub~interactions and sub-unit systems routines,

Thus 1ts applicability appears, as yet, to be limited.

2.61 With the emphasis on the ecology of firms and its
relevance to the planning problem, Denning (102) has stated:-
"Few business executives today would argue seriously with the
proposition that certain events which take place outside the business
may have a far more important effect on the year's results than any-
thing which takes place inside the business."
Thus, implicitly, Denning was describing events which lay outside the
control of firms, and outside the realms of its normal functionings;

thus forming some sort of 'secondary' environment.

2.62 Iwing (103) contrasted the 'ecological' approach to
strategic planning with a more 'entreprencurial' posture when he
described it as follows:-

"The logic of this approach - let us call it the 'outside-in’
philosophy because it puts analysis of external conditions ahead of
internal appraisal - has naturally impressed many people.”

However, Ewing criticised this 'ecological' approach because of its
dependence on market and other forecasts, and because such forecasts
seemed always to be so inaccurate. The alternative method ( the
'inside-out' approach) had, Ewing stated, been much more successful
in practice in that firms had assessed their abilitie; and had
aggressively chased a specific market niche, ignoring environmental
dynamics. Such references are indeed interesting, and Ewing sub-
sequently outlined various cases as evidence. However, the examples
he gave appeared each to have a very specific and dominant strength,
such as a ﬂew invention or an exclusive expertise, hence perhaps the
‘o approaches is, in fact, not quite so clear-

contrast between the two

cut.
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2.63 1In certain respects this view is reflected by Branch (104)

when he stated: -

tt; .
The basic task of Corporate planning is rational. The basic task

in five to ten years hence, To this end the business orgznism 1is
extrapolated into successive stages in future time... " (p218).
Thus Branch, implicitly at least, places emphasis on the 'organism
rather than its environment, and in the extreme, a business is
thus obliged to 'invent its future'. However,Branch also states -
"Corporate planning must cope with all significant elements and
aspects of the organism and situation at hand, intangible as well

as quantifiable." (p214).

Hence the firm's ecology is not wholly ignored; neither is the concept

dismissed.

2.64 In focussing more closely on the importance of eifecting

& comprehensive analysis of the firm's environment, Learnad et al

(105) proposed a 'multi-vector' approach, so that apart frocm the

more basic analysis reflecting market forecasts and supply project~
ions, some of the broader aspects of the environment, such as tech-
nological, social and political changes would be also accounted for.
Denning (106) has also made similar statements,defining strategic plan~

ning as™an approach which reviews the business as a whole in relation

to its environment." (p6).

2.65 Katz (107) comprehensively sums up a qualitative holistic
approach to strategy formulation which is essentially 'ecological’
in promoting detailed external analysis with relevance to the +total
sSystem. Katz proposed-'The combination of these environmental
characteristics determines,within broad limits, what the enterprise
must do in order to survive and prosper, and what it must not do
except at great peril. Thus the environment places certain
requirements and constraints upon what the enterprise must and must
not do. The resources available to the enterprise put further

limits upon what the enterprise can do. Within these limits, the
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competences and personal influence

pattern of value comnmitments,
among the key membe

(p21).

rs determines what the enterprise will do."

Al > - - L . "

The underlying assumption,of course, and one which may indeed be
cmpirically falacious, is that such an analysis of the selection
of strategy conforms to the ahbove procedure. Nevertheless,

~ -3 . . 1 3
normatively, Katz's concepts are helpful and embracing.

2.66 1t is interesting to find that despite the vast literaturc
which has been generated by the evolution of the concept of strategic
planning, so few companies (on an international scale) really employ
any advanced and success®ul planning systems; and that within that
sanple even fewer utilize the 'ecologicaf concept in their approaches
to strategy. Scott (108) for example, after discussing 'holistic!®
approaches stated -

"However, the 'total entity' approach has been explored largely by
companies doing pioneering work in the strategic long-range planning.”

(p79).

2.67 It is also interesting that Ansoff (109), the founder
of the comprehensive analytic routinised approach to strategy
formulation, has recently moved towards a broader 'holistic' frame-
work by distinguishing between 'incremental' and 'strategic' manage-
ment controls, Ansoff postulates that 'incremental' management,
which he defines as cne resisting change and reacting to it on a
local basis in order to 'maintain homeostasis', should be employed
for operational problems; whilst 'entrepreneurial' or strategic

_ . 1 < 1 -3 3
management ought to be employed in a 'global' role, actively seeking

change and anticipating potential exploitation.

2.68 Finally Rhenman (110) has entered the 'ecological' arena
. -~ g

‘ -~ e o . 1A inine a
from another direction. He has criticised Ansoff for maintaining a

belief in 'routinisation', stating that such procedures often make
it more difficult to actually observe and deal with change. Rhenman
additionally postulates that integrated strategic planning is seldom

gt react to chanses as aough thev were
necessary as organisaticns react 1o changes aa'th ugh they
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independent.  Such g Statement seems to reflect Lindblom's (111)
concept of "disjointed incrementalism". Rhenman also proposes

that whereas it ig commonly believed that such aspects as technology
and markets are the most important components of a firm's environ-
ment, in fact organisational values and their effects really cause
most problems, Thus Rhenman's approach to the problem is one of
promoting adaptation within the firm, and maximising its efficiency
by establishing 'consonance’ between the firm and its processing,
informational and value environments. This 'ecological' methodology
is in many ways an attractive one except that its acceptance in the
context of practical application may be limited. Nevertheless,
Rhenman's postulates may well be embraced by a 'workable' hybrid

approach to strategy formulation,

(V1) SPRCIAL ARTAS oF INTEREST: (B) STRATEGIC VALUE-SYSTEMS

(1) Organisational Character and Values

2.69 The literature rclating to the cases of failure within
Strategic approaches commonly implicates behavioural variables.
indeed many have asserted that personal and organisational values
and style exert influence on strategic development. However,in
very few cases have such influences been actually examined or
illuminated in situ. In the case of 'management style', several
writers have continually emphasised the importance of an organisation
maintaining a strategic planning system which operates in full
sympathy with normal managerial functionings. For example,Burgess
(112) stated that management science has required the adoption of
behavioural techniques in order to "modify man to fit the system',
However he proposed that as such a tactic had been ansuccessful, ;

3

" this implies that the planner accepts the guidelines, traditions

and management style which have evolved and works within this frame
gem
to stimulate forward thinking and preparedness.” Similar proposals

have been offered by von Allmen (113).
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2.70 In their empirical survey of corporate planning in the
U~K.,23219£~3§9“1535§g (114) also concluded that its success in
practical application depended significantly on the management
Style of the Organisation, Ackoff (113) has developed the line a
little further for he suggested that management style ought tdé be
identified by presenting decision-makers with a series of scenarios
for the firm and judging their responses, Ackoff also quoted a
company which apparently rejéoted a series of logical expansion
Strategies for their hand-tools because they wanted more 'fun' in
a higher~technology field, cventually choosing valves and couplings
for diversification. Ackoff concluded:-

"Style is to a large extent a matter of esthetics and is as important

to organisations as it is to men and women. " (p25)

2.71 More recently Ansoff (116) has also proposed that
organisations have individual behavioural styles and management
cultures." If this is indeed so then individual organisations will
have tended to synthesise individual values and value-systems
appropriate tc 'style' and 'culture'. Selznick (117) has proposed
the concept of 'organisational character', and defined it as a
'historical product' which could be repetitively observed, which

was integrated, functional and yet dynamic. Selznick postulated
that such a character was distinct from those of its members, and

was a result of initial interaction between the original organisational
members which had subsequently become "patterned'. Thus he asserted

a homeostatic situation.

2.72 Similar views were outlined earlier by Newman (118) who

stated that firms did have individual characters. ... every
company develops its own traditions, habits and reputation which

give it individuality. This body of habits and attitudes endows é

a company with a character or personality quite beyond the people g

. I LR 1 - ~ ERN A ‘oh ;
who work for it at any given time. The broad influence which such |

'characters' might have on the strategic development of firms has
X g

1

. . o ) I S ted L. e
been discussed by Andrews (119) who postulated the basic

determinents of organisational character would tend to prevent

sharp discontinuity."” (p30) Andrews went on to discuss the actual
= scontinul . .
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choice of strateo ‘o . .
o strategy and coimmented " .. .Personal values, aspirations

and ideals do, and in our judgment quite properly should, influence

the final choice of bPurposes." (p38) He also quoted various

Heme u ) . )
cases where he considered values had affected strategic develop-
ment, observing that the Criteria for the perception and selection
of strategy referred to those which were consistent with the

personal values of the decision-makers.

2.73 Chamberlain (120) has also discussed the rélevance of
organisational values. He proposed that the 'personality' of firms
gave rise to a 'Strategy set' which pre-determined the firm's growth
patterns. Thus Chamberlain speculated that once a 'strategy set!

was established, the firm would tend to attract and hold individuals

Tt

who feel comfortable in such an environment." (p48)
Chamberlain then described the relevance of the influence of a firm's
"personality' not only in terms of mere choice but also with regard
to infermational variables entering the firm. "This disposition
towards certain kinds of activities and ways of going about them
determines the kind of information that gets a hearing within the
company and the kind which is sought. Incompatible ideas will be
screencd out at the intake positions and information networks will

be established to provide the flow of ideas that are most likely to

be rewarded with acceptance." (p49)

(ii) Personal values and strategic choice

2.74 Many writers have been more specific with relation to the
influence of personal values on strategic choice, as against some
overall organisation ethos. Kakar (121) has recently outlined a

contrast between accepted rationality and practical irrationality

in leadership; Ferber (122) has proposed that the 'sub-conscious'

of management exerts powerful influence on choice; McMurray (123),
g SeRurray

Learned, Dooley and Katz (124) and Bernthal (125) have all examined
i 1] -G —————ees

the problems of conflicting personal values and the importance of

] b At s . ..
identifying them in the context of decision-making. In addition,
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59ERQQELlﬂfﬂﬁﬂziiﬂﬁifﬁﬁﬁﬁllﬁﬁ,(126) have proposed that the personal

iews of the ! e : ' . .
views € ‘chief executive are wrongly depersonalised and ignored

in business Policy, anq Charles (127) has discussed the individual

! T vy - T R - .
self-concept' of anagement in ap operational decision context,

is indeed important to account for the "texture' of the tep~manage-

ment structure, In discussing the corporate self-appraisal Scott
states: ~

"o, It is the need of any corporate self-appraisal undertaken in
connection with the Strategic long~range pPlanning to include not

only an examination of the broducts being produced and the markets

of the company's top-management eéxecutives, That is to say, thé
self-appraisal needs to take account of the aspirations of these
executives, their values, predispostions, Prejudices and pre-
OCcupations, These considerations are significant in making an

appropriate final choice of Strategy." (p80)

2.76 ggig‘(IZQ) has suggested that such a personal value
analysis should be done by a critical eéxamination of historical
evolution and performance. He also proposed that values ought to
be explicitly accounted for Otherwise strategies will g0 the way of
the "loudest shouter." Knoepfel (130) also illustrated this need
but postulated that a more direct Observatory assessment of values
should be made, speculating that unless the "planner' could gain
the co-operation of top management his task would be futile. Perhaps
in contrast, Ewing (131) has suggested that the long-range planning
process is iiself useful because it actually allows managers to
in abstract, of things which would otherwise be non-viable

think,
due to the pPressures of current politics, personalities and values,

T T e sy et . -

t —F LI
However, whilst the process may be individually 'value-free in

] i it is i ! ‘hat this would be the case at the
relative terms, it is improbable that 1

actual selection stage. A ;

y
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2.717 Branch (132) nag also described examples of value-

influenced Strategic choice and proposed that planning should not

be accepted as rational. Branch stated

o .

"The best Planning utilises the results of rational analysis to

the fullest extent Cconsistent with a realistic understanding of the
psychological limitations and advantages." (p63) Tilles (133)
tends to agree with this for, in his framework for the evaluation
of corporate strategy, he Suggested that internal consistency with
other policies and goals was a prime consideration. Mace (134)
has also described the influence of hidden values and goals and

argues that such factors should be made explicit,

2.78 In accounting for the total organisational influence of
values on strategic development, Salveson (135) has explored what
he termed a "self-image" of the firm. He stated ... "The summation
of the collection of self-images is the corporate self-image.

This latter is one of the most powerful determinants of corporate
flexibility, both because it reigns and operates through the
unconscious and, hence, cannot be reasoned or reckoned with (except
in analysis) and because it is self-reinforcing."” Salveson's
remarks appear to be salient, except, ,perhaps ,in his original
assumption of the 'summation of the coltection of self-images’'.

A direct transference between individual and organisational values
seems unlikely. Nevertheless ,Salveson quoted the example of a
firm of copper hardware manufacturers who saw themselves as

‘engineers' and thus failed to compete commercially.

2.79 In the context of strategy formulation, Glueck (136)
has also asserted that every organisation has a specific and individ-

ual character. Glueck suggested that personal values ought to be

explicitly accounted for in selecting strategies but proposed no

specific methodology for doing so. — Reddin (137) however, has

formulated a methodology for quantifying the 'dimensions' of manage-
ment style and has related such analyses to the effectiveness of

organisations But Reddin does not frame his work in a Strategic
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context but rather ip an essentially operational one, and his

]
broposals do not appear to be explicitly méaningful for planning

purposes.

2.80 A number of researchers have also developed a variety
of methodologies for Mmeasuring individual manager's value-profiles,
and several have attempted to establish relationships bhetween
their analysis and the strategic development of organisations.
Perhaps the most directly relevant approach was that of Guth and
Tagiuri (138) who analysed, in situ, the value-profiles of four
senior executives and observed a strategic choice process involving
the four. Guth and Tagiuri concluded that the preferences
exhibited by each executive were directly explained by his value-
profile as analysed. The research methodology involved a

battery of questionnaires and the use of six major value classificat-

ions - namelv economic, social, theoretical, political, religious
and aesthetic. However, such psychological testing technigues can
be criticised on several counts. Firstly, testing of this

sort often outlines somewhat superficial features rather than the
true essence behind.behaviour. but, perhaps more importantly,

such procedures would not be normally acceptable to the top—ﬁanage~
ment of organisations and hence, fails to be entirely meaningful in

a practical. strategy formulation context. However,Guth and
Tagiuri stated that ' ... personal values are important determinants
in the choice of corporate strategy'. Tagiuri (139) has also

used his technique to profile the expected and projected values of

"scientists’ and other job categories in industry.

2.81 Rhenman (140) has suggested that the value-system of
an organisation can be assessed by examining 'company policy'.
This is defined by Rhenman as a set of ideas and attitudes embodying
notions of good and bad and has important functions in the unificat-
ion of decision-making whilst additionally satisfying certain
psychological needs with regard to 'conformity'. However Rhenman's

) . N
essentiallyv indirect approach perhaps only accounts for a small
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part of what such an eéxamination should ideally be. England (141),

(142) and (143) has conducted wide surveys characterised again by
questionnaireS,and has attempted to profile value-systems of

culturally differing managers by examining their concepts of

inecs ¢ . . s B
business goals, He distinguished between 'operative' values

which are actually used and 'adopted’ values which are professed

: t usc o
but not used. England also Postulated that the ‘values' caused
" R . . . .
behavicur channelling” (i.e. consistent behaviour patterns) and
" ASF 4 . . . .
perceptual screening” (i.e. the filtering of information).

Although England's studies were once again not explicitly formulated
in the context of 'strategy', he did conclude that - "personal
values appear to operate at the level of corporate strategy as well

as at the level of day to day decisions."

2.82 Two other special dimensions of organisational value
Systems merit recognition. The first is that which relates
explicitly to alternative disciplines within organisations generat-
ing differing perspectives and filtering priorities. Ewing (144)
describes the 'myopia' of the 'engineer' and the 'management scientist'
in the context of strategic planning. Each, Ewing proposes,
recognises quite different priorities and hence selection criteria.

The problems of division of labour were also pointed out by

Dearborn and Simon (143) who stated:-

"Thus perceptions of the environment are biased even before they
experience the filtering action of the frame of reference to the
receiver Salesmen live in an environment cf customers: company

treasurers in an environment of bankers; each sees a qguite distinct
part of the worid."

The second is the special problem of sub-systems within a decentral-
ised structure developing individual values. Berg (146), for
example, has asked - 'why are the conflicts of interest and view-
point between division managers and headquarters in diversified
firms far more basic than they are in single-business firms?"

And Denning (147) has stated -

£ .
"Implicit in the argument SO far has been the assumption that top
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Mmanagement has a special responsibility in its Strategic planning
to concentrate on the interests and future of the whole company
rather than on any one of its parts ... In practice, however,
it may be less €asy to separate the wholg from its parts, pos-
Sibly because the parts contain strong groups with interests
which do not totally coincide with the interests of the whole.
The easiest example of this phenomenon is a company organised
into several product groups deliberately granted a substantial

degree of autonomy.” (p27)

2.83 Finally Katz and Kahn (148) have comprehensively out-

lined many of the basic behavioural characteristics of organisations.
They made the following observations: -

"The organisational context is by definition a set of restrictions

for focusing attention upon certain content areas and for narrowing
the cognitive style to certain types of procedures. This is an
inherent constraint." (p277) Thus Katz and Kahn postulated

fhat organisations become captive to their scope of operation,

and patterned in their behaviour. At a more individual level

they continued -

"The goals of the group become incorporated as part of the individual's
value=system or as a part of his conception of himself. As a result,
satisfactionsaccrue to the person from the expression of attitudes

of behaviour reflecting his cherished beliefs and self-image.

The reward is not so much a matter of social recognition or monetary
advantage as of establishing his self-identity, confirming his

notion of the sort of person he sees himself to be, and expressing

values appropriate to this self-concept.” (p346)

(iii) Strategic Decision Processes

2.84 Thus from these broad aspects of organisational behaviour
and the generation of value-systems both organisationally and
individually, one may now approach the explicit medium through
which such intangibles can exert influence as strategy; namely
decision-making. Edwards (149) has outlined the development of
decision theory in the context of more simple behavioursl decision-—

f decision-making which is of special
making. However, the area of g o
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interest in the Strategic context is that which is possibly most

complex and lies withi .
¥ +1€8 within what has been termed "non~programmed"

decision~maki 34 - -
NTMaking by Simon (150). "Programmed" decision-making

- Oy N alvel PR, ~ . . - - . >
(for example Ackoff and Sasieni (151)) is accepted as outside

the strategic decision area.

~~~~~ 52) illuminated the texture of strategic decision-
making when he stateq - "Every decision is thus a value-judgment -
it is not 'the facts that decide’; people have to choose between
imperfect alternatives on the basis of their uncertain knowledge
and only fragmentary understanding." Nevertheless a great variety
of normative decision-making and problem-solving models exist.
Figure (lO),for example outlines one which is used in the
Chemical Engineering Department of this University., The reiterative
nature cf the model is obvious but, in a sense, so is its '"black-

box" nature and over-simplification.

2.86 There have been few studies which have proposed to analyse
or observe a strategic decision. Certainly the normative approaches
to planning such as that of Ansoff (153) have identified strategic
decisions and have attempted to set out the criteria for such
processes. But it is highly probable that real decision-making is
relevant to those frameworks only in a limited sense. This has in
fact been adequately demonstrated by literature previously referred
to. Soelberg (154) has discussed the evolution of decision goal-
structures. He outlined the original assumptions cencerning
"economic man';the 'neo-classical' assumptions that goals equate
with some individual concensus; the behavioural theory's postulates
concerning departmental sub-goals; and the views of organisational
goals acting as constraints on organisational role. Soelberg sub-
seguently expressed the view that decision-makers implicitly select
alternatives which are consistent to personal 'favourites' and

then retrospectively construct some decision-rationale to explain
their choice.

2 87 Katz and Kahn (156) have expressed similar sentiments -
T - . - ¢ -
"We musi recognise here the implications of a general social-psychol-
wWe ST recog -
LR

i i »t first and then rationalise their actions,...
ogical law. wlen act first ar ! ’
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2.88 Simon's (156) Principles of man's 'bounded rationality"
and resulting 'satisficing' decision-making are salient character-
istics of the Strategic decision area. §}p32 (157) also proposed
that individuals joining an organisation assimilated organisational
values and operated them on the basis of internal consistency.
Hence in the context of a strategic decision, organisational
'ethos' may be introduced as an influential component.
Leargggngiwgl (258) have also speculated about the role of the
chief executive's value-systems in the context of Strategic choice,
and the subsequent effects of such behaviour on the orgeanisation
as a whole. Bross (159) has explicitly pointed out the gross
assumption between normative models for a decision structure in
that they pbre-suppose that the user knows what set of criteria or
value-system he wishes to employ, However they neither provide

nor identify such a System.

2.89 Cyert, Simon and Trow (160) have provided one of the

few empirical analyses of complex 'non-programmed’ decisions.
Although the decision in question - relating to the proposal to

set up a computer department within a firm - is perhaps just on

the edge of the strategic area, certain specific conclusions provide
insight into the process. The dominant theme of their analysis is
the manner in which the simple proposal breaks down into a series

of sub-problems which are attended to more or less sequentially,

and indeed the instability of the criteria by which choices are made,
Cyert et al's analysis markedly contrasts the 'rational' and the
'descriptive’ decision processes, and also exhibits considerable
evidence of 'filtering' of information in the search for alternative

"solutions. Cyert, Dill and March (161) have also provided an

analysis of business decisions and have emphasised the role of
'expectations' of outcomes. Their studies have apparently uncovered
the bias which is exerted, perhaps unconsciously, on decision~making
as a result of personal expectations. . There was also some evidence

for more conscious manipulation of expectations.



2:90 Pettigrew (162) has recently demonstrated the very

significant effect of 'filtering' informaticn and the consequences
for decision—making. In Pettigrew's analysis, it is clearly

demonstrated how effective the "gatekeeper' (i.e. a person at the
Jjunction of information channels) can be in influencing choice by

manipulating informational variables. Gore and Dyson (163) have

also outlined the roie of the individual or sub-system in organisat-
ional decision-making - " -+. 8n organisati on is not completely
organised and that much of what takes place within an organisation
is essentially independent or atomistic activity oriented towards
the needs of individuals and only tacitly recognised as legitimate
by the collective." (p7) Cumulatively, and in terms of strategic
decision-making, this all tends to illuminate the overall complexity
of such decision processes. In the first place the goals, the
values and the future contexts relating to strategic decisions are
usually influential and unstable. In the second, the information,
which is severely limited anyway, 1s subject to distorticn through
filtering and selective perception and is also imposed upon

by values at the final selection stage.

2.91 Katz and Kahn (164) have proposed a modified anatomy of

decision~making which includes the influence of immediate pressures
on the decision~maker; the analysis of the types of problem and
its dimensions; the search for aliernatives and their evaluation;
and final choice. This schema is similar to the normative model
adepted by Ansoff (165) and originally proposed by Simon (166).

Katz and Kahn (167) have also postulated that the first selection-

decision filter is 'will it work'? - " ... and this question does not
mean: 'Is this the best solution', nor even, 'is this a desirable
solution', but 'can we put it into acceptable operation easily'?"

(pp 279-280) Hence they assert that many good ideas fail fo be
explored because of perceived practical difficulties. Katz ang
Kahn also recognised the ill-structured character of decision
processes - "Policy-makers are human; it is difficul+t for them to
divorce their own fate from the fate of the organisaticn and there

4
is more than a grain of truth in their equating individual and
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organisational interests, Both personal and organisational factors
enter into the Judgmental processes and they tend to become fused."
(p281) Other factors (of a2 behavioural nature) which enter the
picture, according to Katz and Kahn are the determinants of thought
resulting from position in social space; identification with
outside reference groups;  the projection of sititudes and values;
and the gross over-simplifications which occur in the perception

of cause and effect relationships. Additionally,a number of
personality dceterminants which affect decision-meking are also

referred to.

(VII) SPECIAL ARFAS OF INTEREST: (C) ACTION-~RESFARCH

(i) The Nature of Action Research

2.92 The explicit inherent value of action-research has been

outlined by Glaser and Strauss (168) who express the view that the

qualitative observation and collection of data eventually offers
theories which are applicable to "substantive areas'. Hence,
they believe, the construction of qualitative theories relating

to one or more organisations can be translated and applied to other

organisations existing in the same 'substantive area' - (i.e.
exhibiting similar modes of functioning). Such a stance seems

important to accept if action-research is to show clear and logical

evolution.

2.93 A typology of research into organisations has been given

by Wilson, Mitchell and Cherns (169) who differentiated four types

1

of research - namely "basic research, basic objective research,
operational research and action-research.'" (p26) Their definitions
have heen further explored and developed by Clark (170), who re-
termed operational research (in a behavioural context) "evaluation
research''and added an additional category of " pplied research,"

In terms of areas of interest, itsuffices to describe only the
essential differences between 'applied' and 'action' research

categories as illustrated by Clark. Fundamentally’he specified

{
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that "applied' research dealt Wwith a practical problem, and

that data was diffused through the sponsoring enterprise to an
audience of sponsors. 'Action' research on the other hand was
considerced to be involved with a practical problem with theoretical
relevance and that findings would thus be diffused through reports
to the sponsor and professional Journals. Additionally, the
audience would therefore be a mixed one of scienzists and practit-

ioners.

2.94 In essence the definition which Clark adopts is the
Tollowing - "Action research aims to contribute both to the
practical concerns of people in an immediate problematic situation
and to the goals of social science by joint collaboration within
a mutually acceptable ethical framework. Action research is a
type of applied social research differing from other varieties
in the immediacy of the researcher's involvement in the action
process - ... and the intention of the parties is to be involved in
change which must be change involving the properties of the system
itself.” (p23) Perhaps it may be true to say, however, that
such a definition narrows the context of action-research too

tightly by placing undue emphasis on 'change'.

(ii) Participant Observations

2.95 It would appear that perhaps the most important

component of action-research is 'observation' and not change.
The importance of explicitly understanding, by participative
Observation, the normal functionings of an organisation is surely
an essential pre-redquisite to any attempted change process.
For blindly observing 'change' in some exploratory manner, and
effecting re-orientation where desirable, implies that the actual
change cannot be mapped since the original state of the organisat-
ion becomes vague. Whilst problems are often solved by ‘change®,
ignoring a full diagnosis of why the problem exists is hardly
going to help to keep the organisation out of a similar "trap' in
future. Malinowski (171) is,perhaps the fatHer of participative
observation, since his highly scientific anthropological study of

- H

Western Pacific societies took an important step forward in



offering boundaries to this kind of research. Indeed, many of

the problems which he originally encountered, such as the phases
of initial frustration before acceptance and eventual assimilation,
are now commonplace in the broader fields of action-research.

He also proposed the importance of presenting full data as well

as inferences in the quest of scientific "rigour'. However,

Malinowski also aimed to introduce as little change as possible.

2.96 Cicourel (172), when discussing his field research
methodologies,defined participative observation as - " ... a process
in which the observer's presence in a social situation is maintained
for the purposes of scientific investigation." (p37) He heas
also described the problems of acceptance into the situation and
the observer's role. Cicourel postulated that there was some
sort of 'natural evolution' of the research, in that it always
appeared to evolve through these various phases; butthat unexpected
events often occurred. Thus he implied that participative
observation should remain unstructured and open~ended. Cicourel
also discussed the problems of recording and interpreting data
and the need to observe via both formal and informal communication

channels in order to validate findings. Schwartz and Schwartz

(173) have been more specific in their definition of participative

1

Observation fer they state ... The observer is in a face to

face relationship with the observed and, by participating with

them in their natural setting, he gathers data. Thus the

observer is part of the context being observed and he both modifies

and is influenced by this context.”

2.97 However, there are always some significant problems

with this kind of research. Shipman (174), for example, has des~-
cribed what he calls 'perceptual colouring' - in that observation

Al ]

is always influenced by the experimental 'set' of the observer,

and that the degrees of detachment and the constant risk of up-

setting the equilibrium of the situation under observation, also
<

cumulatively add up to questionable scientific 'rigour'. Webb

. ¢
(175) has also discussed these shortcomings and he quotes the



'noise’ of the scientific instrument - the human ear. Webb
maintains that as a recording device, its selective perception
changes and is variable with response 'sets'; and that data is
often subject to decay, He also distinguishes between ‘active

and 'passive' observation. Sjoberg and Nutt (176) make this

distinction as well, calling it 'participant' and 'non-participant'’

observation. However, these categories must surely be 'relative'
rather than absoclute. Also discussed were the merits of the

structured in-depth interview as a research teéhnique.

2.98 Becker and Ceer (177) have,in fact,distinguished three

types of participant observation. The first, they state, is
where the observer is actually an integral member of the group
he is studying. The second is in the case where the observer
poses as a member although he is not; and the final category is
where the 'observer' is simply a passive observer. Such a dif-

ferentiation is a useful one for it additionally embraces a quasi-

active research posture. However, once again, such descriptions
have to be relative. Bryun (178), for example, has been more

explicit in defining the boundaries of participant observation.

He proposed that it was important to establish that the participant
observer shared the life activities and sentiments of people in
face to face relationships and was in no way "a detached scientist'.
Secondly, Bryun observed that the researcher's role required both
detachment and involvement, and that social ‘role' would be
determined by research design and the cultural framework.

Thirdly, ke postulated that the scientific interest was generally
inter-dependent with the cultural framework of those studied, and
that his 'role' was a natural part of the cultural life being

Observed.

(iii) Change-Agents

2.99 The second component of action-research is that of
plamned organisational change and the change agent. This has
rani
recently been termed "intervention activity" ?y Argyris (179),
and usually involves the introduction of a 'consultant' into the

orranisation in order to effect change which will release some
,DCL 2 4 -
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for intervention activity are the generation of valid information,
the ability to exercise free, informed choice, and commitment

by the 'client' to choices made . He also stresses that in his
view ”change”,per S€,.is not the primery task, but rather it is

the generation of valid information and to help the client

make good choices. However, Argyris' fundamental orientation

1s towards the top management Structures, and this, he maintains,

1s Dbecause only top management have the necessary infliuence to

effect a change in the organisation. Hence Argyris (180)
has stated ... "The higher one goes up the chain of command the

more the individual has control over his work environment and the
more important it becomes to change the interpersonal (and then

policy) environment.'" (pp3-4)

2.100 This approach to change processes contrasts sharply
with many other action-researchers who work at lower levels in
the organisation. Whyte (181), for example,essentially aims to
produce changes in the work environment, thus effecting systemic
change. in the context of the 'shop-floor'. This reflects the
two schools of thought - behaviour modification by environmental
change,on the one hand,and by changing behavioural values on
the other. Other writers have outlined organisational change
resulting from intervention activity. Sofer (182), for example,
has illuminated the dialectics of interaction with organisations

in the mode of a consultant;and Sadler and Barry (183) have des-

cribed the processes of organisaticnal development strategies
within the printing industry, by increasing organisational effect-
iveness (internally) and coping with environmental change more

efficiently.

2.101 Perhaps, Lewin (184) can be regarded as the founder
of the 'change-agents' who manipulate organisational variables in
order to generate greater eiffectiveness. Lewin always maintained
that diagnosis through surveys was never adequate and that

should be attempted in order to resolve group conflicts.

1 oy !
changes )

His methodology was characterised by a process of diagnosis, pre-

change, evaluation and feedback, In this way he sought



to fUSQ social laws with specific situations. Perhaps his most

successful techniques were "changing values' and 'changing per-

. v - .1 \ o . . . o
spectives' as means of conflict resolution. Bennis et al (185)

have defined planned organisational change as ~ "... a deliberate
and collective process involving change-agent and client systems,
These systems are brought together to solve a problem or, more
generally, to plan and attain an improved state of functioning in
the client system by utilising and applying valid knowledge, "

(pl1) . They also offered a typology of change processes and dis-
tinguished 'interactionsal change' where there was mutual goal

setting and where the change was deliberate, from 'natural change'
where there were no goals and where the change was merely coincidental

to the researcher,

2.102 dhurley (186) has emphasised the importance of the
consultant evaluating 'changes' and in this way utilising results
in bLroader contexts. Thurley also maintained that some of the
unpredicted outcomes of action-research were of great value.

Bain (187)jin describing a case-study of his research in a large
industrial plant, found that his perceived role changed quite con-
siderably through the research, from initial 'novelty' evoking

good humoured responses, to the establishment of links and to his
eventual identification with one specific group as opposed to
another, Trice (188),on the other hand, found that there were
significant advantages in having a 'detached' role in that informants
appeared willing to offer explicitly more frank views in such a

situation.

2.103 Finally,ggxggg (189) has been a strong proponent of
action-research in higher-education business studies programmes,
Revans takes the view that objective knowledge and expertise is
invalid unless it is implementable and hence has practical applicat-
ion. Additionally,Revans maintains that the observation and
subsequent analysis of the changes which result from practical

application of knowledge adds further validity in terms of orientat-

ion The knowledge, the application and the wnderstanding of that
° - =
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application and its consequences, are all integral parts of
scientific investigation. Such views provide a useful context

Tor an actionMStudy;
(VIII) EPILOGUEL

A , - .
2.104 1In Conclu51on,1t seems appropriate to refer to an

early statement of Branch's (190), -

10y e L P O -
The psycholgical, social and political azspects almost always

involved in planning are illustrative. I would 1ike to emphasise
parenthetically that because certain factors in comprehensive
pPlanning cannot be treated numerically so as to fulful the
requirements of so called 'scientific method' it does not mean that
they cannot be treated successfully or there do not exist prefer-
able methods of dealing with these less tangible aspects."

Such a view seems relevant in the context of strategic planning

as 1t has evolved.

2.105 Secondly, Ansoff and Brandenburg (191) in a more recent

article proposing desirable areas for management research, proposed -
"Further work is needed on what determines organisational acceptance
of plans and the effectiveness of compliance with plans' and -
"Research is needed on the way firms relate to their environment;
specifically the manner (by which) the environment is searched for
threats, opportunities and other relevant information and the

manner by which it is filtered and used by the firm,"

Chapter Summary

In the overall context of the development of strategic

planning, the following appear to be the major issucs suggested

by the literature.

(1) The traditional and more modern theories of the firm do not
appear to be well developed enough to deal with the strategic
problem. The basic difficulty of establishing real object-

ives for the firm's strategic developmant is apparent.

4
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The environmental surveillance mechanisms so necessary

in strategic Planning are, generally, inadequate. In many
senses, the theory of the firm is oversimplified and fails

to reflect its relevance in the context of real behaviour.

. (2) The development of approaches to the strategic problem was
largely a result of the perceived increases in the rate
of change in the environment of firms, Additionally, the
growth of firms and the subsequent divisionalisation made
it necessary to have a comprehensive co-ordinating and

control mechanism with which to direct growth.

(3) The actual approaches themselves tend to fall into three
major categories. The first (the 'mainstream') of these

implicates highly detailed analysis, is guasi-comprehensive

. t N N . - .
and is both' routinised’ and procedural in nature, This
category tends to be most common. The second (the

"management science' approaches) has developed through the
O.R, - programming phase of attempting total "optimisation'
for the firm towards a more conceptual framework. In
certain respects, it has become closer to the '"mainstream'.
The third (the 'less structured' approaches) cffers a novel,
flexible and creative character in opposition, perhaps, to

the 'routinised' mainstreamn.

(4) In practical application, strategic planning approaches
have not been markedly successful. Most of the problems
appzar to stem from 'behavioural' origins, in that both
organisational and personal values are not easily accommodated
within methodologies. Hence it appears that these '"blood-

less'" criteria have created considerable dissonance.
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Contents

Overall research hypothesis and methodology - the
implications offered by the literature - the various
components of the hypothesis - the value~free overview
and method -~ the analysis of values influencing broad
strategy - the process-action study posture,

Abstract

The chapter outlines the overall research hypothesis

and methodology and proposes the reasons for

its adoption. The components of the hypothesis and

the procedures implied by it are discussed. Thoe distinction
between process-action research and more conventional

action~research is made,
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CHAPTER I17:

RESEARCH_?YPOTHESIS AND OVERALL METHODOLOGY

3.1 The fundamental task of this research was to examine
whether the formulation of long-tern strategy for a group of companies
could be aided by pPlanning studies which were conducted from a
detached viewpoint.  Thus it was proposed that a specific methodology
would be tested by implementation and evaluation and that the research
should seek to contribute to the broad field of poiicy determination

and strategy by a careful recording and analysis of results.

3.2 The literature suggests that much of the apparent dis-
enchantment with Strategic planning in application stems from two
quite distinct problem areas. Both are essentially of a 'behavioural'
rather than 'mechanical' nature. Thus it seems that although the
commonly employed comprehensive and 'routinised' approach to strategy
formulation has satisfied, by evolutionary refinement, most of the
relevant theoretical considerations, it is often being significantly
inhibited in practice. The following categories of problems tend
to be most frequently mentioned:-

(1) The management style of the organisation maintaining

a state of dissonance with newly applied planning
procedures, and finally rejecting or ignoring them

(for example, see Taylor and Irving ref: 69),.

(ii) The significance of both personal and organisational
values exerting influences on the evaluation and choice
of strategy, thus introducing 'inconsistencies' into
rational analysis. (for example, see Guth and Tagiuri

ref:; 139 and Salveson ref: 135).

3.3 1In the former case it would appear that the implications
revolve around the importance of an organisation being allowed to
evolve a planning system which operates specifically in sympathy
with i+ts normal managerial functionings and structures. Hence these

€

organisational functicnings should be comprehensively examined and

fully understood before the deployment of conceptual frameworks for
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the blanning processes, In addition, these requirements tend to

indicate that t ] . .
te that the use of ready-made 'package systems' is unwise,

especially since it could be strongly postulated that each individual

organisation possesses unique characteristics,

3.4 In the latter case, the inference to be drawn is that
the intangibles which May generate distortion in 'rational analysis'
should bhe specifically accommodated within the planning process.
Thus such value-systems, their inter-linkages, mode of operation
and eventual influence ought to be identified ahd made explicit
before the application of the comprehensive Planning techniques.
The underlying rationale is that ‘validity' is equivalent to
'workability'. Unless theoretical constructs can be successfully
applied and prove to be helpful in strategy formulation and implementat-—

ion, they are not entirely valid.

3.5 Consequently, the overall research hypothesis which formed
the embryo for this study was that a 'value-free' analysis of a
'global’ overview of Delta's operations from a detached viewpoint,
together with an examination of organisational value-systems and
their influences, would provide a useful pre-requisite and complement-
ary foundation to the normal detailed planning procedures currently
employed by the Group. Such an analysis, it was postulated, might

increase the probability of successful planning.

3.6 In this sense, the aim of the approach was to promote
’workability' of the existing planning system used by Delta, as well
as producing a detached analytical study of possible long~term
strategies., Thus there were two major components of the research:-

(i) A detached 'global' overview of the future possibie

operating environments of the Delta Group and a holistic
analysis of relevant strategies. This would be an
essentially value-free approach.

{(ii) An in-~depth analysis of the values percolating through

the company with special reference to their possible

influences on strategy. .
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3.7 Within the hierarchy of the research objectives it was

subsequently postulated that the holistic analysis of Delta's

possible future oberating environments might prove to be helpful

in several ways, Firstly, from its unique perspective, it would

act as a complementary 'cross-check' to Strategic policies generated
by existing procedures from within the Group. Secohdly, it was
selecied as most appropriate since a more "value-free' analysis of

the total system's énvironmental trends would hopefully outline a
series of future scenarios to which the firm nmust adapt by necessity;
rather than a more conventional extrapolation of what might be con-
sidered as 'desirable' for the company. It was considered that

this would produce more realistic planning targets by removing value-
influenced ’wishful~thinking'. Thirdly, it was proposed that attempts
should be made to account for and appreciate the inter-linkages
between the various environmental variables so that integrated

future environments were generated. And finally it was considered
that the study should be conducted in the context of longer-term
perspectives and should not necessarily suffer from any specific 'cut-

off' point in time.

3.8 Implicit in this component of the research hypothesis was
that the approach would adopt an operationally passive approach to
Strategy. That is, that the emphasis was explicitly placed on the
firm 'optimising' its adaptation to a changing environment, in the
long~term. Hénce the sheer opportunism often perceived as 'aggresive
strategy' would be displaced in preference *o directing the whole
system towards arcas of high probabilities of success and withdrawing
it from parts of the environment characterising low probhabhilities.
This apparent imbalance between short-~term opoortunism and ionger=—
term evolution would, however, be redressed quite significantly by
the fact that many internally generated strategic proposals (via
Delta's existing system) were already of an 'offensive' character.

Thus the two perspectives naturally complement each other well.
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3.9 Also accepted in the chosen approach were the relatively
severe limitations imposed upon the analysis by specific time con-
straints. As a consequence, only the most salient subject areas
of the total overvieyw could be examined and then only essentially
qualitatively. In addition, the analysis, although systematic

and fundamentalist in nature, would have to rely heavily upon

the findings of other researchers, on informed Oopinion and
relevant published information. Hence it was essentially of a

macro~-orientation.

3.10 The second component of the research hypothesis, namely
the analysis of Organisational value-systems and their influence,
was carried out because it was believed that these might pre-
determine acceptable methods and directions for strategic develop-
ment. Hence value-free policies could be profiled against this
hypothetical filter of acceptability, thus introducing some concept
of 'viability' to the planning approach. It was considered that
the identification and appreciation of these values and their PoOsS—
sible influences might be of importance not only with reference
to the 'viability' of strategies, but also as regards a consistent
overall approach to strategic evolution within a guasi-autonomous
decentralised Group structure like Delta's. Consequently’it was
postulated that explicit awarensss of these intangibles would be
helpful in the formulation, evaluation, selection and final imple-
mentation of strategic policies in the context of seeking maximum

benefit for the whole Group.

3.11 It was subsequently proposed that such an analysis should
be carried out by means of a series of scientifically structured in-
depth interviews with all the top-management of Delta. In
addition, it was considered important to attempt to validate the
apparent findings py observation and examination of rezl strategic

outcomes It was, however, considered impracticable to observe

actual decision-processes within the top-management group since

this would breach stringent undertakings given with regard to con-
(

fidentiality.
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3.12 llence this cen
llence this sécond component of the résearch was obliged

to deal with substantial amounts Of essentially 'soft' evidence,

even though the final ¢onclusions would not be reached until a

complex series of Circumsiantial data sources had been examined
and integrated, Nevertheless,it was, postulated that the insights
generated by such an analysis, coupled with the objective and
holistic examination of Delta's functionings, would provide a use-
ful basis from which to promote greater degrees of coherence and
soundness {o existing pPlanning approaches and the implementation
of strategic policies, At the same time it was hoped to make a

useful contribution to pPlanning theory in a broader context.

3.13 As a broad methodology, the total research adopted a
'process-action'* study posture. And the perspective for the
work could he succinctly described as s 'worm's—eye’ view, In
this way, it was proposed that a continual process of observation
and evaluation would be maintained and any relevant changes in the
perceived attitude and behaviour of the top-~ management would be
recorded. Implicit in the 'process-action' posture was that the

research sought fto identify and examine the normal functionings of

t |

a single 'real' firm in situ.

By the same token, however, the sample size as regards scientific
method would obviously be limited. Nevertheless, it was considered
that there might be potential value in an in-depth analysis of a
specific yet probably unique organisation, and that by obtaining a
dypamic and detailed insight into some of the underlying strategic
processes, one might be able to explein and understand strategic

behaviour more directly.

(e.g. Clark ref: 170) 'process-action' research may be so called
because of the growing emphasis which is being placed on "change'
in conventional action-research. In this study, no planned change
was attempted although certain changes did take place. Thus both
the normal process and the induced changes were observed and

analysed. ¢



3.14 The research findings throughout the study would, it
was proposed, be Sequentially presented to Delta's top-management
and any feedback or further interaction would be recorded and
analysed. It was considerecd that such observation would be of
significant\value in the context of final validation of the con-
clusions and the evaluation of the overall approach. And it
would also serve a useful function in formulating an additional

dimension of evidence.

3.15 Thus it was hoped that by implementation of the aporoach
and by a critical analysis of feedback, interaction and perceived
changes, some broadly based evidence relating to the evaluation of
the total concept implied by the research hypothesis could be col-
lected. Naturally enough true evaluation by the in%roduction of
some controlled experiment was impracticable. Hence it was pro-
poscd that these assessments should be conducted from as many
perspectives as was possible and that a comprehensive picture would

be sought.

3.16 It was subsequently considered relevant to examine the
implications generated by the study so that some estimation of the
viability of the approach embodied in the hypothesis might take place
in a broader context. It was hoped that these postulates, if success-
fully translated into practical application, would prove to be
flexible enough to be used by other organisations dealing with the

problem of strategy formulation and implementation.

3.17 With refercence to these ultimate goals, it was considered
that the evaluation of the research hypothesis should be carried out
by the following methods:-

(i) Subjective judgments made by top-management as regards

research findings.
(i1) A critical comparison between the findings of the study
and those generated by Delta's existing planning

processes.
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(iii? Evaluation of Delta's acceptance of the approach or any
of its Procedures,

(iv) An examination of the degrees of cohercrnce, consistency
and broad realism of the findings,

(v) Personal observations concerning the possible utility of
the hypothetical constructs.

(vi) Any significant changes in behaviour or attitude brought

about ag a result of the investigation.

3.18 Thus it was proposed that by working within this frame-
work, the broad approach could be imp]emented, validated and evaluated
before any conclusions about its Operational viability and desirability
in a broader context could be reached. It was also considered
important to examine and evaluate the research perspective itself,
$ince the 'worm‘s~eyefview, a4s a vantage point for the observation
of normail Organisational functioningsﬂappeared to preovide a rich,

if delicate, source of research data,

3.19 However,it must be emphasised that the research hypothesis,
in Proposing an approach which might increase the probability of
sound strategic Planning, was perceived as a complementary and
supportive process to Delta's existing planning system rather than
an explicit alternative. In addition’the perspective implied by the
'worm's-eye' view may be likened to that of many 'planners' in
'real-life’ organisations. Hence an implicit postulate was that
a methodology generated to assess and evaluate strategic behavioural
acceptability from a distance, might be of considerable value to

"planners' in the real world.



CHAPTER 1V

gpntents

The conceptual model of the firm's ecology - the
methodology implied by it and description of the
practical consequences of the approach to planning

~ the areas researched - the salient conclusicns
reached through the analysis - the Strategic impl-~-
ications for Delta - proposals for business develop-
ment and re-structuring.

Abstract

The chapter outlines the proposed 'ecological '

methodology for planning and conceptually models
the company on this basis. The methodology for

the value-~-free assessment of Delta's environment

1s demonstrated. The salient conclusions of the
analysis, the strategic implications, and proposals

for Delta's business development are summarised.
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CUAPTER Tv: THE STRATEGIC 'ECOLOGICAL' OVERVIEW

(1) Introduction

4.1 The point of departure for the initial phase of the
overall programuc of pesearch was to gather, in some detached and
fairly objective way, the background data relevant to the company's
strategic posture. It was decided that a sound methodology for
doing this could bhe generated by the use of an 'ecological' approach
to strategy formulation, with explicit emphasis placed on projecting
the possible future Operating conditions of the company. The
results of this investigation are contained in the original manage~
ment report which now forms Appendix (A) to this thesis. It must
be recorded that because of the confidential nature of internal
planning data, ihe examination of the Delta Group through the applicat-
ion of the 'ecological' model was thus essentially directed tewards
its broad operating environment. This is also relevant to the
"detached viewpoint' character of the study since the exclusion of
internal and existing planning data would, it was considered, tend
to decrease the chance of pre-conceptions about strategy in the

research.

(IT) Theoretical Constructs

4.2 Hence, conceptually, the company was modelled as an 'organism
adapting to and interacting with a dynamic operating environment.
It would do so in order to maximise its advantages and minimise its

disadvantages - the difference between the two being some measure

(in the broadest possible sense) of "profit". The 'organism' would
also have the ability to store 'fat' (in the form of expertise, ability,
or resources) which it could use should its input or 'profit' dwindle,
From within, the organism would burn a major proportion of its in-~
coming ‘'profit' through a series of internal obligations ~ such as
dividend payments and replacement of capital equipment - but the
remainder would then be destined to fulfil survival first and growth

C1IVEeS

3 = - T = - . 4-= .
second, as its major proximate objectives. (
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4.3  The bros U o s .
: broad environment within which such a model would be

expected to functj » o
ipected to function, coulq be systematically disaggregated into a

number P digqs s s
ber of distinct influential components, These components were

conceptualised as 'comateond s 1 . .
I Scd as constraints for, although the model generated

LI EIE 1§ . - )
profit’ through a process of continuel adaptation and interaction,

it could exercise little control over their nature or configuration.
Thus the 'organism' was ¢ssentially captive to its 'ecology'.

These 'constraints' (or variables) were also conceptualised as
environmental pressures rather than rigid limitations. Hence any
dissonance between the ‘organism' and any of its 'constraints' would
result in a gradual drain on its inputs (i.e. its 'profit'), as well
as on its existing resources (or "fat'). In this manner, the
environment would thus exert its influences of conformity. Hence,
in the Strategic context, the 'holism' of the Delta Group would seek
to both anticipate and adapt to changes in its environmental con-
figuration in such a way as to maximise its 'well-being' or, con-
versely, to optimise its long-term development. The broad mechanism
for bringing this about would be to direct the whole of the firm

towards those areas of the environment characterising high probabilities

of success whilst withdrawing it from areas of low prchability.

4.4 Since every company (or indeed organisation) is probably
unigque in its own right, its operating environmen * may also be separated
into two discrete aspects. The first, which could be called the
"primary environment', would contain those environmental variables
which largely affect most companies - such as the domestic economy for
example. The second, which could be called the 'unique environment',
would contain those elements which specifically affect the firm under
examination, (together with some of its competitors perhaps) even
though they too are influenced by the primary environment to some
degree, Figure (11) outlines such a composition, on a two-dimensional
basis, Althowyh it is dmplicit that these distinctions are not
always firm ones, the 'unique' environment is nevertheless actually
chosen by ihe firm whilst the primary environment is not. Thus it is
useful to distinguish those constraints where the firm can alter the

conliguration, from those it cannot. .
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(r1z lethodot .
) Mcthodoiggz_of thic Approach

4.5 Tor the Delta Metal Group as a totality, and for the pur-

poses of the - A )
pos f th research, seven major constraints were chosen for

examination, Three of these were 'primary’' and the remainder
"unique'. There is little doubt that {he list could be easily
extended and that each ‘constraint' could be sub-divided into many
smaller partgk, Howevcr, because of the limitations of time, only
the most salient areas were chosen. Whilst this may imply reduction-
ism, the final outcomes of this part of the work were rerhaps coherent
enough to suggest that this 'pilot run' demonstrated at least the
majority of the main characteristics of the 'real thing'. This

was evidenced by the fact that, upon examination of the integrated
outcomes of the analysis, no major external features had, apparently,
been overlooked, 1In addition, top management within Delta tended

to recognise the strategic overview as a fairly comprehensive and
diagnostic study of the actual, if 1ongnterm,functionings of the

Group.

4.6 The basic environmental 'constraints' selected as of post

relevance to Delta were the following: -

(i) Availability and prices of raw materials. = (U)
(ii) Aspects of technological change affecting the
methods of production of, or demand for, the company's
products, =~ (U)

(iii) The market demand for the Group's products in the long~

term. - (U)
(iv) ©Politico-economic and legal considerations. - (P)
(v) Availability of necessary finance., =~ (P)
1 I i 'On. - (U) .
(vi) Competiti U= 'unique’
il Ma .- P) )
(vii) Manpower ( P~ fprimary’

*  for a good example of extreme disaggregation of environmental

) { A
variables see Cannon ref: (134).
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In addition, the list coulqg have also included some of the broader

social and moral considerations which are becoming so important today.

But, in a sense, the very complexity of that one area alone pre-

2T ude it e R

cluded it from any sericus attempt at examination. It is also

true that many of the above areas interact with each other, and
‘ tai ! >rlan! -

. contain ‘overlap'.  However, for the sake of a systematic and

logical analysis, some sort of structure is important.

4.7 From within each of these 'constraints', specific and
salient areas of research were selected in order to give the maximum
depth to the analysis as time would allow, whilst also satisfying
the criterion of some sort of overview in totality. Thus the specific

subjects chosen for analysis were the following: ~

(1) The future availability and price of copper.
(i1) The technological aspects of substitution of copper by
other competing materials.
(i1i) The long~term demand for copper and copper alloy semi-
manufactures,
(iv) The long-term demand for the company's building products.
(v) The long-term demand for the company's electrical
products.
(vi) The politico-economic aspects of the E.E.C. with regard
to Delta's operations; and for expansion overseas,
(vii) The future trends in manpower which would affect the
company's operations.
(viii) The future trends in the availability, methods and costs
of finance for Delta.
(ix) Aspects of competition and prominant trends of competitor's

patterns of strategic development.

4.8 TFrom these selected areas a fundamental approach to the

. . <+ ey S -+ he S ;o1 7 -
analysis developed. The aim was to project the long-term evolution

of the strategic environmenﬁ of Delta, having no distinct 'cut—-off'
point but giving most weighting to the proximate period, Ideally,
cach of the 'constraints' within which the Group was forced to

operate, would be divided into the various infiuencing components.




68

Those in turn would bhe sub-divided once again, In this way, a
s

serics of models could be constructed and projections made under
varying assumptions and for different periods. The subsequent
integration of these projections would then indicate possible future
sets of operating environments and at the same time imply logical
and ‘optimal’ patterns of development for the Group as a whole.

Pigure (12) denotes a simplified disaggregation of one single constraint

- the price (and availability) of copper.

1.9 Unfortunatelx an analysis of such complexity which accounted
for Delta's total environment was simply not possible given the time
and manpower considerations. It could be argued that indeed any
single area could readily lend itself to a three year examination in
its own right. However, the subjects selected for the study were
perhaps some of the most relevant and on this basis they were
anal ysed and projected qualitatively. The research made no pretences
towards a highly guantitative scientific structure but nevertheless
maintained credibility in assessment. It is felt, however, that a
sound qualiitative set of conclusions - in 'totality' - is significantly
more prefcrable an option to a fragmented but highly scientific
Presentation. In the strategic context, a proposition that market
'x' is expected to grow at about 5% p.a. is almost as meaningful as an
explicit figure of 5.32% p.a. Additionally, because of the high
levels of uncertainty in making such projections, it may well be that
the effort involved in proper scientific estimation becomes redundant.
In ideal circumstances, of course, such guantification should cbvicusly

ted given adequate amounts of time and suitable resources.

4.10 In order to deal with each area as coherently as possibie,
the fullest use was made of informed opinion and other relevant
published studies. Whenever possible, these channels of information
were &also supplemented by a fundamental analysis carried out from
basic principles. Once each subject-area had been analysed and
projected upon, the immediate strategic implications for Delta per-
taining to that specific area, were then formulated. After any area

had been systematically dealt with, a paper describing the analysis,

. 4 . .
4 i 5 in rateg mpilication was
making conclusions and formulating strategic implications, was

circulated to the Group Planning Committece for comment.
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was discussed S e P
@3 Cussed in detai] With one (or sometimes more) member(s) of

that Comuittee. In this Way,the research was validated with

respect to consigte ; ) . .
I nNsistency ang Coherence Where - necessary some slight

reoricentation Was effecteq,

4.11 When a1j the basic areas had finally been analysed and
discu%sed, a Drocess of integration was attempted. Naturally, the
potential cause and effect relationships between the strategic
implications offereq by the ‘congtraint' areas are complex.
However, the Most obvious were examined and many of the secondary
ones also taken into account in the formulation of a series of
recommendations for Delta's future development, in policy form.
Figure (13) outlines an example of the potential interlinkages
between various constraints, Thus the 'ecological' medel exhibits
aspects of g comprehensive and Systematic analysis and, in addition
perhaps, maintains an approach of greater objectivity than might be

oht

m

ined internally, The examination of trends in the Operating
environment of the firm,and various projections of that énvironment
immediately indicate the possible changes which the firn might have
to undergo if it is to survive, Implicit in this analysis is also g
process of 'optimal' development, however theoretical and abstract a

concept this might be.

4.12 The final component of the 'ecological' mecthodology used in
basic analysis was that of the case of adaptation of the '"firm' to
rapid unforeseen changes in its environment, This can be called
its "refractory period”* and is defined as the minimum and maximum
time phases between detection of the need to adapt and adaptation to
new normal operating levels, In Delta's case, for example, its maximum

" for the hsavy and capital intensive end of its

race tOry pSl"lOd

business is estimated to  be eighteen to twenty~four months for a

. - ata 74 - 2na . ho - i ! -
radical adaptation. For Delta's lighter end, nowever, the refractory

_ L s . . s
period' would be about six months. This concept is useful in

) . . ~imi 1a " ot 11 s <
In certain respects this concept is similar to Ansofi's "organisational

o . - finy TV ¥ - - ™ . : e
time-constant", See Ansoff, H.I. "Managcment on the Threshold of

. ~ te . . LN N A e C"‘")
the Post-Industrial Era' - unpublished papeyx May 1972,
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programming patterns of adaptation with reference to environmental
changes and for assessing the vulnerability of the 'organism'

to certain specific possibilities (i.e. in contingency planning).

4.13 Thus, in this menner, the basic background strategic
research was systematically carried out and the final original
Summary report prepared for the top-management of Delta forms
Appendix (A) to this thesis, Through this methodology, a strategic
and (hopefully) relatively objective 'over-view' of the Delta Group
was formulated, This summary report was distributed in early
June 1973 and subsequently many of Delta's top-menagement were visited
to collect and discuss their reactions. In addition, severasl of
those concerned sent documentary evaluations of the study and its

findings, and these were subsequently analysed.

(IV) a Summary of the Salient Conclusions

4.14 The strategic 'ecological' overview of the Delta Group
thus produced a series of salient implications which, in turn, gave
rise to rational and relatively objective policies concerning business
development. The most important environmental changes indicated by
the study are now briefly described. However, for further detail
and evidence the original management report which now forns

Appendix (A) should be consulted.

4.15 The first conclusion was that Delta's major operating
material - namely copper - was probably going to continue to rise in
Price. Because of the drop in ore grades, producing countries*fiscal
policies and increasing operating costs, it was estimated that a price
rise of some 60% in real terms seems likely over the ﬁext decade
(discounting cyclical variations). In the relative context, copper's
major competing materials (aluminium, plastics, and stainless steels)
do not appear to have the same obvious conditions for similar price
increases; although a significant question mark hangs over the depend-
ence of plastics on oil supplies and prices. Thus, whilst certain
assumptions about the relative prices of substitutes have to be made,
nevertheless, some very specific probabilities become apparent.

{(A) pp 2-7).

. . R
(FOZ‘ greater detall see A.ppcnw.“
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4.16 Apart frop the obvious (but still fairly minor) problems
of financing stocks ang accounting for the opportunity cost* of
investments, Significant increase ip the relative price of copper
may tend to bring about a Steady evolution in its pattern of end-
usage, The conceptual role of the metal ang its alloys has, until
fairly recently, been that of a widely useq corrosion resistant all-
PUrpose material, However, subtie changes have been taking place
and copper and its alloys are becoming more and more selectively
used in applications only where thejr unique properties demonstrate
significant advantages on a cost/benefit basis, {Copper alloys are
now rarely used for door furniture for example). The expected
increases in the Price of copper tends to imply that these trendsAwi‘l

continue; thus Copper may well become more of a 'precision "material.

4.17 This change could well necessitate a re~orientation of the
historical business philosophy of Delta which has been one of develop-
ing or acquiring businesses which utilise copper and copper alloys;
and especially businesses which further process the Group's original
semi-manufactures, In addition, Delta's basic manufacturing activity
has heen one of producing products with relatively low technological
content and this may present an inconsistency with the deduced (if

hypothetical) role of a 'precision'’ metal.

4.18 Should the price of copper follow the foreseen pattern,

then there is a variety of substitute materials which could take its

Place, The most common competitors are aluminium, plastics and
stainless steels, It is immediately apparent that these materials
are all corrosion resistant and fairly easily worked. In addition,

aluminium is a good conductor of thermo-electrical energies (For detail

see Appendix (A) pp 9-14).

* ‘opportunity cost' is used here in thec sense of the 'cost!
incurred by the investment (in say, copper stgcks) not earning

a return elsewhere.




.39 In terms of price, it is important to bear in mind that

alwmnium, on a per unit volume basis, is more than eight times

cheaper tha T at ' n . .
P than copper at the moment (based on average prices) since

Pt ois Al (o . o . . .
1t is thrce times lighter, And even allowing for differences in

conductivity, aluminium is stili five times cheaper when used as

a conductor, Thus unit cost rises in copper are amplified.
Naturally enough, such statistics fail to tell the whole story
because many other criteria, both technical and traditional, have to
be accounted for, N@vertheless, under econcmic pressure these
changes, once made, are often irreversible, It is alsc understood
that stainless steel production still has potential economies of
scale and thus it is possible to envisage lower unit costs and thus,
perhaps, price. The cost of production of plastics depends heavily
on the world oil prices., The historical cost curve for most plastics
appears to have "bottomed out" and thus it is expected that prices
cen only tend to increase. But, because of the present political
problems of oil production, there is a great deal of uncertainty

about possible trends in prices for these polymers.

4.20 An examination of the viability of substitution across the
present patterns of end-usage of copper and its alloys,tends to
suggest that a significant proportion is threatened. Thus the pot-
ential of a steady but severe contraction in the rate of copper con-
sumption in the U.K, appears to be a realistic one, especially since
the consumption per capita is significantly higher than most other
deveioped economies. Should such substitution and rationalisation
ol copper usage occur, then the Group would indeed be affected. It
was estimated that, in the extreme, around 78% of the Group's
products (on a turnover basis) could be threatened by.substitutes.

(For detail see Appendix (A) pp 15~19).

4,21 However, individual companies engaged in the production of
finished articles could fairly easily adapt to using alternative mat-
erials, should the market dictate the demand. Unfortunately, the

; L ’

same cannot be said of the operations which form the component parts
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of the integrated manufacturing processes., In those
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relatively inflexible capital equipment might tend to become obsolete,

assuming that manufacturing capacity remained fairly constant.
/ Ly . [} N
4.22 Around 36% of Delta's total capital employed is engaged

in the production of semi-manufactures, whose demand is cyclical, These

Iy

plants are sensitive to throughput. Thus there is amplification
of the cyclical patterns and obvious implications about the
irregularity of carnings streams from this sector of Delta's
business, The next downturn in the U.K. economy, which is expected

to occur in 1975, nay thus present a problem to the Group's e¢fforts

[N
s

to maintain a strong and progressive growth in earnings per sha

AY]
-

e.
For, although earnings per share targets might well be met, it could

be at the expense of a variety of other budgeted provisions.

(Research expenditure for example) Such a policy would obviously

prove to be disruptive to the natural evolution of the company.

4.23 In the longer term, the demand for all semi-manufactures

(on a tonnage basis) is expected to decliine. (For detail see
Appendix (A) pp 20-23) As well as the threat of straight-forward

substitution, there may also be a further degree of rationalisation

of end-usage and, possibly, also the growth of alternative methods of
production which produce finished articles without all the intervening
manufacturing processes. A good example of this is the production

of water taps by casting methods rather than stamping them from

extruded brass rod.

4.24 Apart from the fundamentalist approach, however, extra-
poiations of demand trend-lines and anaiyses of the relationships
between various semi-manufactures and G.D.P. provide further evidence
that a long—~term decline 1is probable. In the case of brass-rod,
(Delta's major semi-manufacture), the decline is expected to he
gradual and longer-term because of the enormous diversity of end-~
use and because the price rises fcr copper are to some extent dampened

p

in alloy form The other major semi-manufactures {Copper and copper

alloy sheet and strip) are much more vulnerable and the decline in

demand for this sector is expected to be fairly marked.
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4,2: 1q odlx ~ 3 . .
) Unuoubtbdly, & decline in demand for a product does not

explicitly mean that profitability will fall as well. But, because

of the full capacity situation existing in the U.K. and in Europe,

there are obvious implications

Y

Capacity could, however, be
engineered so as to contract and price margins could also be
adjusted so as to offer a more Teasonable return on lower through-
put, Both are usually difficult (o bring about and this is

<

probably especially true in 2 European context,

4.26 The study also examined the long-term potential of the
building and construction industry which accounts for around 40%
of Delta's total output, by far the Group's largest single customer
industry. I't was concluded that because of population trends and the
rate of construction of dwellings, this area provided Delta with no
significant growth opportunity but rather presented 2 solid and
stable foundation as a market, At the same time  the majority of
Delta's sales in this sector are directly attributed te the addition
and replacement of hasic amenities to existing dwellings. A sig-
nificant proportion of this is dependent on the improvement grant
system which has r cently experienced rapid growth,. The study
indicated that the improvement grant sector of the market could be
vulnerable to political influence and that, in addition, there was a
point of saturation which could occur as early as 1976. Thus expans-
ion in line with improvement grant demand seems unwise. However,
the study also indicated that there was opportunity in Europe and that
the long term potential of a replacement market for the Group's

building products was good. (For detail see Appendix (A) pp 28-36)

4.27 An examination of the potential demand for Delta's electricals
and cables concluded that, in absolute terms,the energy requirements

of Burope make the outlook promising. The estimates of a continuing

exponential U,K., demand trend indicate that the broad product area

. . 1 . . 1
is an expansionary one. Perhaps the one problem is 'competition'.
In many respects the electricals and cables sector is dominated by

large multi-national companies. Thus there may well be a limiting
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factor which w I preclud
vould preclude Delta's development from entering a wide

variety of relateq activities. Nevertheless, as a broad product
market, it was considered that this area should be offered invest-
ment priority, (For detail see Appendix (A) pp 36-41)

4.28 As regards Europe, the indications were that, because of
the difficulties of investment and the apparently lower returns,
Delta should not explicitly invest in manufacturing activities.

The capacity of semi~manufacturing activities within the E.E.C.

also seemed to bhe full, with a tendency towards over~capacity at
times of economic slump, Another significant factor is that copper
consumption per capita in most European countries is much lower than
that of the U.K. and this is especially true in the case of France
which is much more orientated towards aluminium usage. It was also

concluded that there was little chance of Delta benefitting from

0Q

any trade diversion as a result of Britain's entry into E.E.C,
except, perhaps, in the case of some electrical control apparatus
and telecommunication equipment. (For detail see Appendix (A)

pp 42-49)

(V) Strategic Policies Implied by the Overview

4.29 On the evidence of these and a variety of other considerat-
lons, a series of 'quasi-objective' policies for Delta's strategic
development were formulated. It is important to stress that these
policies, given the framework of the methodology, had still to be
evaluated as to their feasibility in practice. (For greater detail

of the policies and subsequent proposals see Appendix (A) pp 69-93)

4,30 Firstly, the conclusions surrounding the semi~manufacturing
operations in Delta implied that this was a significant area for

consideration The potential profit per capital employed indicated

that some of the heavy capital equipment could be incurring a sig-
nificant opportunity cost in the not tco distant future. On the
other hand, it is alsc possible that the market could be restructured
in order to accommodate the foreseen decline. However, Deltia's

. : inz process = the production of brass-rod - is
major semi-manufacturing Process the p

wrt in the chad 1
also an important component in the chain of
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a high proportion of its output ig further processed within the

Group. As well as this, the expected decline in demand for brass-—

rod will probably tend to be relatively long~term and gradual in

P - iy o ot \
nature. The mC-TlU_LcLL/'LUI‘e of Sheet and Strip, ALO’&\’GV@I‘, appears to

demonstrate ite diff - . - .
ale quite different characterlstlcs. In the face of a

severe medium and long-tem contraction in demand, together with

a resultant over-capacity in Europe, it was thought that divestment
should be considered.  Op the basis of the economic "sunk cost"
principle*, these activities should, perhaps, either be broken up
in order to release some of the capital or sold off as a 'going-

concern',

4.31 However, businesses tend to reject the 'sunk-cost'
principle and, since Delta has some £7m invested in the rolling mill
plant alone, it is not difficult to see why. Thus, if such is
the case, then some sort of true integration ought to be attempted.

At the moment the degree of integration of sheet and strip with other
activities within the Group is fairly limited. Hence it was proposed.
that the present ERM Division ought to accommcdate a major heat-
exchanger business and ought, subsequently, to become the nucleus of

a Metals Division in Delta; and accordingly expanded along related

philosophies.

4.32 Similar reasoning led to the conclusion that a policy of
integration would also be suitable for Rod Division, in that it
ought to fully accommodate both Astonia and Components Divisions,
its iwo major internal customers. This could produce the basis
of an Engineering Division for Delta which could then be expanded
along relevant lines. Alternatively, it is also possible to
visualise an aggregation of both the heavy semis Divisions

(incurring some rationalisation probably) to form a single semi-

* the 'sunk-cost' principle postulates that a divestment decision

should be based only on the future prospects of the business and
not the size of the investment nor the 105; incurrfd Ly a write-
off, Implicit in the view is that "time 1s‘money - hence the
earlier the capital is switched to a new business the better.

] t is t wit controversy.
However the concept is not without I y
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rocessing unit: . . .
p The t; and the unification of Astonia and Components

Divisions at the same time,

4.33 The secong major policy formulated by the strategic

17 e v PN - - -
overview was that the Delta Group ought to aim at developing a

comprehensive system of distribution for its products A sig-
© < o

nificant proportion of Delta's products are presently sold through
builders' merchants, electrical wholesalers and semis-stockists.
Because distribution is historically a profitable business in its

own right, and because certain specific competitor companies have
been developing into Delta's distribution areas, it was proposed

that a Service and Distribution Division might be set up to handle the
Group's products, This Division would also form Delta's investment
priority in Europe, in order to make use of any economies of scale
possible within U.X, manufacturing units and because of the apparent
lack of potential for Delta's development of manufacturing activities

in the E.E.C.

4.34 The third major policy proposed that Delta ought to
establish a Plastics Division to carry out sub-contracting work for all
other Divisicns and to produce a range of finished components of its
oW, This was suggested because of the prohability of various
engineering and other polymers becoming substitutes for copper and
copper alloys. At present,Delta has only a limited interest in the

use of plastics in certain of the Divisions.

4.35 The implication that the outlocks for the Group's
electricals and cables manufacturing activities were promising gave
birth to the policy that these two Divisions ought to be given
priovity for development; and expanded on a broader and deeper

basis on an international scale.  The opportunity for Delta to

become securecly established in the broad electricals arena, with

s oy < - 51 - SCens - o "G Se C.
world wide mznufacturing bases and markets, scems to be present

ey TV S that the Building Prcducts Division
4, 36 It was then proposed that the Puilding Product O

1 T+ h Ty ! -y
which contributes a significant proportion of the Group's total

- . c h more broadly‘based but that it should
profits, ought to become very mucl )
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not be developed in depin, This was indicated by the apparently

stable but limited market Potential foreseen. Hence it was con-

sidered that this segment of the Group's business oucht to be

treated as " C .
t ted as ar area of consolidation rather than expansion.

4.37 Tinally, the last major policy suggested that Delta
might be wise to develop a fourth distinct area of activity - perhaps
into consumer durables, This was proposed because of the expectation
of a continuing problem as regards cyclical profits gensrated by
a large portion of the Group. Whilst development into higher—-value
added products tends to dilute the cyclical influence of the semi-
manufactures on the total earnings stream, it still only dampens it.
Thus it was suggested that a somewhat counter-cyclical activity
(like the manufacture of consumer durables) might be employed to
balance the variation. Such an area might also have synerglstic

possibilities with the electrical and cables sectors.,

4.38 These policies provided the basic framework for an
‘objectively' based strategy for the Delta Group. However they
had not been evaluated. Nevertheless, they were translated into a
crude overall 'blue-print' and scenario fof the Group, within a
time-series of about a decade. Such things as probable growth
rates and changes in capital employed were implicitly accounted
for, p further account of the policies, the strategic alternatives
and 'blue-print' are contained in the management summary report which
was circulated and which now forms Appendix (A) to this thesis.
Thus the orig.nal 'ecological' model was at least successfully trans-
lated into an explicit methodology and this was, in tﬁrn, imple-
mented. However, the full evaluation of its usefulness and realisnm

(and hence its true validity) had yet to be carried out.
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Lo Summary

The chapter introduced an 'ecological approach
problem of strategic Planning, by placing emphasis on
of Delta's strategic environment. It was considered
analysis would provide a value-free assessment of the
futvure environments of the firm and imply a series of

for the company's business development, The salient

of the analysis, together with the strategic policies

to the

the analysis
that such an
possible
policies
conclusions

Tormulated

by the process, were presented. The proposals relating to a re-

structuring of the overall Group were alsc outlined.
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Action-perspective of the early part of the
research - reactions to early research papers
-~ interaction between company and researcher
~ reactions to eventual management report -

typology of counter-arguments - anatomy of
a strategic decision process - inferences.
Abstract

The chapter outlines the action-observation

and interaction during the first major research
phase. It analyses the firm's reactions to the
research papers, and certain specific instances
involving a strategic declsion sequence. Broad

inferences are then drawn.
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CBAPTER V: ACTION PERSPECTI VE ONE

W Introduction

5.1 This analysis of action-observation deals with the
interaction resulting from the implementation of the first major
rescarch phase (i.e. the ‘ecological' model and the strategic
proposals generated by this approach). The summarising manage-
ment report of the process (which forms the Appendix (A) of this
thesis) was circulated in early June 1973 to all Divisional Chairmen

and the Group Planning Committee.

5.2 It must be recalled, however, that a variety of papers

had already been sequentially prepared throughout the analysis of
Delta's possible future operating conditions, and had been circulated
to the Group Planning Committee (hereafter referred to as the G.P.C.)
and, occasionally, to certain Divisional Chairmen. Additionally,
the researcher maintained close relations with the Group Market
Rescarch Department throughout this phase of the study in order to
acquire information and gather opinion relevant to any conclusions

reached.

(11) Some Recactions to Iarly Papcrs

5.3 Perhaps one of the interesting points to emerge from the
'holistic' phase of the study was that most of Delta's management
both understood and appreciated the raticnale of a 'total-systems'
type of approach to strategic planning. They perceived the out-
comes as coherent, if not always (in the initial stages) entirely
credible. However, one specific early paper did generate sig-
nificant interest. It referred rather philosophically to a logical
structuring of Delta's existing business and, upon that basis,
went on to propose a series of criteria for the company's future

development. The sctual series is reproduced below:-

(i) That the directions be in the building products and

ancillaries, low voltage electrlca% equipnent and

general engineering fields.




(i1)  That there be a common material (copper and its alloys),
common function (plastic tubes or copper tubes),
common scope (brass taps and basins), or common expertise
and skills,

(i3ii) That any new field offers g specified threshold of
return on investment.

(iv) That it isg preferable if small units in the field are
intrinsically competitive with large ones, (since this
was implicit company policy). '

(v)  That if possible existing capital equipment is utilised
by the new production processes., (i.e. that integration
be maintained). »

(vi) That the new output is higher~value added {(in selling
manpower skill rather than material).

(vii) That it is low-key technology requiring little R & D
expenditure, (in accordance with Delta's other tradit-

ional business).

5.4 Perhaps unexpectedly, several of Delta's management
responded very favourably to this type of structuring and commented
that it producéd an explicit and compact picture - "of what Delta
should be all about'. It was even suggested that such a reference
ought to be used for setting out the basis of the year's senior manage-
ment conference. These symptoms, perhaps, reflected, in those early
times, a need felt by some of Delta's management for clearer Group
policies with regard to strategic expansion. For although the
autonomy of Divisions was (and still is) jealously guarded, the need
to identify with the total Group was apparent and so was the sub-
sequent need for guldance and cohesion. It appeared that 'autonomy'

had gone too far, even though one Divisioral Chairman did remark that
o * 3

therc was a significant cyclical nature (as regards centralisation-—

here Lgni f 3

decentralisation) in the policy-message emanating from Group Head-

quarters.
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5.5 An Cinteresti . :
S, Another interesting feature of fesponses to the early

§ 1stin! 19mne . _ )
holistic' papers was the apparent unwillingness to criticise.

A multitude of both Divisional Chairmen and Group Planning Com-

mittee membors often responded by a rather stereotyped -

"Yeg - I quite liked it but I hear that not everybody did." Or
alternatively - "I do think there are some gocd points here which
could be followed up but I'm sure not everybody will agree with
you." However, everyhody apparently did agree, except the 'phantom’
constantly referred to. Conversely, of course, it might simply
have been the result of recurrent misconceptions about other
manager's attitudes to such Proposals. In certain instances,

these various proposals were simply never really taken seriously -
especially in the context of longer-term considerations. Individual
temporal horizons were often fairly short and 'credibility' tended

to be judged in that context.

9.6 The researcher's role in those early days was also an

indistinct one and often, in moving around the Group, common mis-

conceptions were cencountered and, perhaps, some suspicion. The
academic apprcach to the strategic problem was not always seen as

trustworthy but had, rather, to be tolerated. There was a repeated
and common rejection of even the mildest hint of ""jargon' and the
researcher was informed that he-""shouldn't mention the word
‘philosophy' to management.'  The reaction did not, however, last

long and soon mutual and stable relationships evolved.

5.7 An interesting contrast existed between the roic of the
researcher as perceived by the G.P.C. and that perceived by Divisional

Chalrmen. Cemmon to both was the misconception that the research

was backed up by the substantial power of the 'academic machine'.
Visions of large numbers of Professors oi Business Administration

-~ -a’ ms were commonplace, In fact the work
pouring over Delta's problems ple

was carried out quite alone, although closely supervised. Never—~

theless, in many cases this misconception was, perhaps, useful in
>1 s nany
establishing credibility more quickly than might otherwise have been
Sl = g .

the case However, the work was essentially Viewed by the G.DP.C.
L ) . "

. . N IR R - Tar oo 3 <
as a training exercise which, because ol its independence, might

. PR U o B S oy el - oma . o be
reveal certain strategic factors hitherto ignored. It may also b



reasonable to record that as time went on the study became per-

ceptibly less ©ojust g f i A1 : .
] y tess of just g training exercise’. The Divisional

IO e Y 4=} + —n ~ . 5 <
Chairmen, on the othey hand, viewed the researcher in much more

T oa ‘eanayrd A s ' .
ol a 'consultative light, The reactions to proposals on the

art . ivisions were & : e :
part of Divisions were often Significantly more intense and the

researcher wes perceived as a "quasi-Group body' with the formal

- - - SR 5} N . .
backing of the G.P.C, This was of course only true in certain

Jimited aspects.

(I11) Reactions to Final Management Report

5.8 The reactions to the final management report (Appendix (A))

of the first phase of the research were mixed, In many instances
the researcher received favourable comment, especially with regard

to the diagnostic content of the strategic overview. Others

thought that the strategic proposals would make a significant con-
tribution to specific arcas of the planning effort. In one instance,
it in fact caused a flurry of memos between one Division and the
Group Headquarters and, in another, a Divisional Chairman quoted

the report as a reference to substantiate a particular aspect of

his preferred strategy. All considered, it did appear that the

final report maintained credibility.

5.9 Certain specific aspects were, however, hotly contested.
In particular, the conclusions concerning the expected increase in
the price of copper and the subsequent prospects for substitution
were attacked. The counter-arguments against these conclusions
took a variety of forms, but they might be categorised as follows:-

(a) Qualitative macro-systemic counter—arguments,

(b) Inductively reasoned counter—arguments.

(c) Null-credibility counter-arguments.

(d) Norm~conformity counter-arguments.
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5. 1¢C S f [N I N . .
V- 10 (@) WQLIQA:;}&HM?‘&?O”SYStemlc‘ counter-arguments

were characteriseq by the employment of systemic logic at the highest

level. That is, that specis

ks

ic assumptions were placed on the
normal vorkings of market forces, These assumptions subsequently
'programmed’ the economic system to produce a 'conclusive' answer,
aiming to disprove the researcher's original assertion. For
example, the counter~argument attempting to disprove the conclusion
that copper was expected to increase in price approximated to the
following: -~

"If the price of Copper increases like this, it is obvious that
there would he a marked reduction in demand, and therefore the price
would drop on the London Metal Exchange."

Or as regards substitution:-

"If substitution by aluminium increases, then the demand and thus
the price of copper would fall whilst at the same time the price

of aluminium would increase and substitution would stop."

Or as regards the increasing costs of copper mining -

"Ultimately if demand and consumption even out then there could be
total recycling of copper in the U.X. and the only copper needing to

be imported would be to replace furnace losses on remelting."

S5.11 Thus all exhibit an implicit assumption, followed by in-
flexible solid logic. The employment of such a macro-system
(usually an economic one) on a qualitative basis was an interesting
component of counter-arguments. However, of course, the fault lies
not in the qualitative workings of the system nor certainly in its
logic. Rather, it lies in the implicit assumptions placed upon it.
For example, the first counter-argument assumed that the market forces
operable within the London Metal Ixchange were the same as these for
the U.K. market. However, they are not,. For whilst the former

is a free-world market, the latter is a domestic economy accounting

. P SN e onsumption. Thus
for less than 9% of total free-world copper con pt s
ms. Similar assumptions had

the two are nearly independent syster
also been applied to the second counter-argument, as well as the added

. . it aiso assumed equal cost-equivalents. As in
complication that it also assumed eqgual cost-equi

er, a single ton is

lighter than cep

T

fact aluminium is three times
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three times the volume, Similar (though not so marked) conditions

apply in the context of conductivity, The third counter-argument
also employed a false gssumption in that total re-cycling, even

theoretically, can never (apparently) take place. There is some
rigid limit#*, as calculated by the percentages of coppef which
cannot be re-cycled (i.e. contaminated metal) and current rates

of obsolescence for most copper products,

[~ { 1} - t k3 PR
5.1) (b) Thea Inductively reasoned’ counter-arguments are

harder to fTault because their origins lie in intense subjectiv-
ity. Nevertheless, specific proposals relating to 'potential sub-
stitution' were met with - "it hasn't happened yet so why should it
happen?" - and -~ "similar conditions occurred in 1963 but not
much substitution tool place then."

The answer to such assertions has to be equally subjective

Salient responses should point out that, philosophically, if a 'non-
event history' guaranteed future non~events, then nothing would ever
happen - in the sense that there would never be an original or

novel event.  Alternatively, it could be postulated that the con-
ditions ruling in 1963 were certainly not the same as those in 1973,
with special reference to the fact that copper is much more expensive
now (in real terms) and that technological advance has been maintained
with reference to substitutes. Additionally, a significant degree

of substitution did in fact take place shortly after 1963.

5,12 (c¢) The 'Null-credibility' counter-—arguments were ex-

perienced fairly often throughout the research, as well as during

the interactive period after the circulation of the overall management
report, Unfortunately, however, one has to admit that these arguments
are valid — but only in a limited sense. They usually took the form

of two types:- _
(i) - where the researcher's “inexperience' in the business

world is repeatedly referred to.

secondary scrap currently accounts for only scme 22% of total o
consumption and under present rates of §b§olesce?ce the Commfdltles
Research Unit calculate that an upper limit would be around 31%.
rates thrcefold still onlyv indicates an

=3 J

1 nlegcencc
Increasing cobsclescence

. . FagelvA
upper limit of some 68%.
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i1) - where + o ;
(ii) where the SCrutineer sought out a single fault and

brandished it as proof of & 'null-hypothesis’.

Both types essentially aimed to introduce a lack of credibility

i T 1 o) i etuire w ) b -
into the picture which would eventually undermine the original

ostulates, Thus in @ Fre - . . .
o) k2 Thus in a cenfrontation S51tuation, in proposing an

argument which could not, for some reason, be adequately accommodated

by the recipient, it was usually the case that the 'macro-systemic'

[ A 1 11 ) . .
and 'inductive counter-arguments were first tried and thence the

. i .
nu11~cledlolllty' type. The last was almost always conclusive.

=

5.13 (d) Finally the 'norm-conformity' type of counter argu-

ment was that which was based substantially on the behaviour and
attitudes of other Organisations, This category tended to be the
most rare and was employed in 'difficult' situations., Examples

of this type are similar to:-~

"Well all I can say is that the 'Widget' Group have no desire to
invest there and I presume they have competent analysts."

Once again, they are extremely difficult to invalidate except in so
far as one could point out that perhaps 'Widget' were really wrong

or even using similar arguments with reference to 'Deita’.

(1Vv) An Anatomy of a Strategic Decision Process

5.14 In one specific instance, the researcher was present at
a meeting which was called to examine the future potential market
for a specific product. This product was an 'assembly' which
accounted for a significant, though fairly minor, proportion of
the business of a single Sub-Divisional unit. It was, however,
important enough to be termed strategic and the meeting involved
not only executives from the relevant company but also from its
Divisional parent. The problem revolved around the deduced fore-
casts for the total unit sales of the assembly in the U.K. market.
The demand for the product had, historically, grown rapidly
(a "mushroom' in the trade) but growth in the trend line had apparently
slowed down considerably and had reached some plateau. The issue

was also clouded by the fact that demand for these assemblies was
S )

(

dominated by the congineering cycle.




.10 It had been requested that the researcher should

independently deduce a forecast trend-line for future U.K. sales

and this was done both by fundamental analysis of the causes for

the slowing in demand and an extrapolation of the demand trend
curve as correlated with specific indices. The basic problem

arose because the company in dquestion had forecast a continued
growth in total market and had calculated its projected budget
figures on that basis. This component of the relevant Divisional
Plan had subsequently been questioned by the G.P.C., with back~

up evidence from the Market Research Department. The data indicated
a plateau and a 'zero-growth' situation. The conclusions of the
researcher, in fact, indicated the beginnings of a probable decline
in total demand and this fitted well into the theoretical concept

of the product life-cycle.

5.16 The meeting took place in the company's Divisional Head-
quarters and the researcher accompanied a senior executive from
Group hMarket Research. The meeting seemed to evolve through four
fairiy distinct phases:—~

(i) Confrontation and compromise.

(ii) Introspective confidence.
(1iii) Premature agreement.

(iv) Attacking credibility.

5,17 (i) Confrontation and compromise

Tt was immediately apparent that both sides entered the situation
from a stance of confrontation (although a friendly one of course).
The 'home' side made implicit suggestions about unnecessary inter-

ference and the irrelevance of the issue. There was much inductively

reasoned counter—argument and, when it was pointed out that the

researcher considered that the total market for assemblies would

i - ' 'ex i ve said -
soon begin to centract, one home executive s

p 1 s g
"Well it's always nice to hear that one agaln; I've heard it so

P . it
few vears .es are stil olng up.
many times over the last few years and our sales are still going uj

Another, however, intent on keeping the peace immediately cut in
, g

{ . .
saying - "No. no, that's a good point and thank you for making 1t.
Say 1 4 3 ’ -
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A detached view ; .
srae VEIEW, you know, away from the emotional involvement,

e
O L, ..u’ b lous 1131 1), COl Q I 2 possi lllty :C
'] weve 1} was Ob\/ O e d Scour ce b to b O a

decline as well, Thus the evidence for 'anti-planning' (See

Ewing ref: 75) was fairly strong.

5.18 The meeting then got down to hare facts and the 'visitors'
were surprised to be handed a series of tables indicating that a
revised estimate of tna growth in demand for assemblies was, in
fact, less than half the original. The reason for this was, it
was stated, a miscalculation in the original figures a long time ago.
However, neither the company nor the Division would change their
budget forecasts for - " ... we estimated our sales on a very
conservative basis viz our prospective market share. So, to main-
tain our sales forecast, we are now increasing this estimate in
order to counter the drop in total market forecast," Such was the
compromise. The real problem of the discrepancy between the
company's and the Group's estimates of total U.XK. market was now
more or less Satisfied, whilst the company could maintain its
budget by advancing a 'greater market share' theory - something

which the 'visitors' were not entirely qualified to comment on.

5.19 Then something happened which perhaps the 'home' side
had not accounted for. The 'visitors' stepped out of line and asked

how such an increase in market share was going to be brought about.

. L
Surely if all the competitors manufacturing ' assemblies' had been

. 3 1 o Y - — .
following the rapid 'mushrooming' of demand, then a slow-down in

growth due tc market saturation would result in an increase in total

capacity Under such conditions, wouldn't it be difficult to effect

an increase in market share? (especially since the total production

of this 'assembly' is a very fragmented one, with a host of smaller
companics operating ir the field) The position reversed from com-
Lparn . 1N ket > -

promise back to one of confrontation, and the anti-planning slogans
ML O 4N

once again appeared.
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5.20 (ii) Introspective Confidence
——
In order to counter this resurgence, the 'home' side with-
drew into areas beyond the expertise of the 'visitors'. The con-
fidence they had in their production and marketing skill; their
superiority with regard to competition; their inherent ability
to export whereas others could not; their wide portfelio of
business channels; were all mentioned, This monologue was main-
tained Jor some considerable time and there were recurrent over—
estimations of the "healthiness" of specific areas of the market
to which the company sold, There was Irequent reference to the
negotiations of various sales contracts, the way in which " ...
look, we have had so many people enguiring after our assembly.
Our product is just superior to that of our competitors because we've
got better production equipment. And even if we can't meet our

market share targets, we can always export. There's always a way."

5.21 The problem was that these examples of 'healthiness'

were mincr with regard to the total market. A specific type of
'assembly' had indeed demonstrated good growth rates over the past
year, because of its select function. But the impact of all these
special categories was over-estimated. In fact the market scenarioc
painted by the 'home' side was very brightly coloured. In reality,
this was only true of certain specific small areas. Nevertheless,
ignorant of the technological and highly specific market character-
istics constantly being referred to, the 'visitors' remained silent,
though perhaps still looking doubtful, Such withdrawal was in no
way a purposive ploy in the strategy of argument on the part of the
'home'side; rather, they wanted, once and for all, to convince the

scrutineers that:-
knew their business and the visitors did not.

!

(a) they

(b) had really thought it out well and it wasn't

}

they
just nebulous reasoning.

(¢) -~ to impart a degree of confidence in tne whole situation.
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%> o
9.22 (1ii) Premature agreement
- AU et

Thence . ' S .
ence, when the "home' side perceived that they had the

advantage, they pushed home the attack inp order to close the dis
(ot il S 4 -

a

ssi i the " .
cussion in their favour, A succession of pre-empted agreement

actics were i - .
tactics were introduced, with the senior executive in the 'home"

side repeating at various intervals - "Well we do agree now do we?
Good, I'm glad we've got this settled otherwise it would have
hounded us right througzh to the next budget." However, the
visitors, slowiy recovering from the impression, had maintained
enough strength to continue to look dubious and.to nyrmar "Well

Just hold on a minute, we're stil] not quite sure of "

LY

5.23 This was followed by a series of confident statements
designed to put the 'visitors' minds at rest and the meeting
essentially behind them, Such statements as - " ... of course don't
think we're complacent about the position. We think you are wrong,
but we shall continue to watch the situation very clesely'" - were
freguent. Thence the 'home' side once again moved towards a con-

clusion of the business with a looking at watches and a moving of

1 "

the morning's coffee cups and a ... what we need of course is to

steer a sensible compromise policy."

9.24 The 'visitors', however, had by now fully recovered and
reacted against yet another pre-empted agreement tactic by continuing
to express doubt and stating that they would like to take all the
papers home and study them a little more closely. They maintained
their position that if the total market did not experience any
growth at all, wouldn't it be difficult, in such a competitive situat-
ion, to push up market shares to such an extent? And in times of
domestic slump in the cycle, isn't it the case that everybody would
then try to export - assuming of course that the slump wasn't

. ISP oY o
international (which would be, under present conditions, unlikely)?

5.25 (iv) Attacking credihility

A i i : er its final phase when the 'home'
The discussion then entered its fin pha 1

side, perceiving that no compromise Or agreement wouid be reached
s, perc ing 1

o e i T g d e s s )
that dav +n to assert a lack of credibility in the independent
Llat Y cl , 3
S 11 -
' ‘hat it w "lop-sided’ and " ... only showe
s +he effect that it was ~LOpP—S51G
analysisto the effect
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one side of the coin."

THEre  waie o o .
there were, it was stated, a variety of alternative arguments which

1 ‘i L~ 81 P
could be made.  However, subsequently none were. It was implied
1wat the 2seare ' .
that the researcher's analysis was an "interesting intellectual

exercise"” but was Ve
xercise 'as not relevant to the present day problem; that

S 29y o 5 f - .
such analyses couldn't be made without knowing the business and

ithout " avir e .
without -+ baving got your hands dirty."  Thence the meeting

closed and all the participants went for lunch the best of friends.

Several days later, the Group Market Research executive
drafted a memo to the company involved pointing out a variety of
possible problems where doubt continued to linger. The memo was

nearly two pages long. A few days afterwards, a reply was received
which was composed of a few lines - " ...we all thought that the
meeting was a useful and helpful one and are glad to have finally

recached an agreement." Clearly, the dialogue continues.
g )’ t=]

(Vi Some Overall Infercnces

5.27 Thus, in these earlier days of the study, it was clear that
'autonomy' was heavily ingrained in the Group and that a variety of
‘supportive-mechanisms' were employed to maintain that condition.
The meetings with central staff (for example the Market Research
Department) were often perceived by Divisions or companies as mildly
threatening and 'interfering'. Thus confrontation~type postures
were almosi inevitable. It is interesting to note, however, that

ssearcher visited Divisions alone no such posture was ever

when the 1

a

adopted, save once It was indeed apparent that the researcher was
} - 3 VI .

often treated as a 'buffer' between the Divisional and Group systems.

And indeed, in specific instances, the various research papers

. _ X . . e w4 iy
became a medium through which controversial topics were discussed

and views made knowii.

5.28 This was evidenced by the strange way 1n which the

. researcher was often implicitly instructed to pass on certain opinions
’ CooadrCner Jas CoclLtelr LilpL

vl ' ' This was, cof course, in nc way the object of the
¢ the 'Group 15 W )

w Ui
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visits.. Additionally, throughout this first phase of the research,
Pivisional Chairmen often explicitly complained of a "lack of
guidance™ as regards strategic development and even in one
instance " .., I always get the feeling that we're (Divisional

Rl L1 -
hairmen ” ve n
C ) not always consulted. They don't mean to, of course,

but sometimes things get done at Kingsway (Group Headquarters)

aliost behind our backs." 1n addition, it was interesting to per-
- - Yo 4 [P N -
ceive that the Group' was always careful not to upset or worry the

Divisicnal Chairmen, In many ways it later became apparent that

these degrees of sensitivity, and indeed the types of ‘'sensitive
- K t - - 8w P2 - - 3 §
topics ', were not always accurately recognised by the Group.

Instead,it tended to be over-cautious in principle,

5.29 However, it is also interesting to note that the
Divisional Chairmen all appeared to positively enjoy discussions
with the researcher, It was originally considered that such
meetings might be - "a bit of a bind" - but this, in fact, proved
not to be the case. All enjoyed stepping from the 'ccal-face' of
reality (as hés been proposed by Lwing ref: 131) and were, apparently,
interested in thinking and arguing about broader issues with a "body'
representing no possibility of conflict. This greatly improved
the guality of feedback and empirical data, whilst alsc 'oiling'

the mechanics c¢f the research approach.

Chapter Summary

This action-perspective demonstrates some of the behavioural
reactions to the research reports relating to the 'ecolegical' model
of Delta. It indicates that the researcher was perceived differently
by different parts of the Group. Certain interesting problems were
also illuminated. Underlying these appeared to be the 'schizoid'
approach to the 'centralised - decentralised’ issue. Divisions
vigorously. worked to protect their autonomy, whilst at the same

: Ta4 i ne of 4 lac suidance. The chapter also provided
time complaining of a lack of guidan ¢ P
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a typology of the most common counter-arguments used by the top-

management of Delta to refute the conclusions of the research;

and an analysis of one specific and interesting strategic decision
process. There was also evidence to suggest that the research
was used as some sort of 'buffer' between the Group-Divis ion inter-

face, in the context of certain sensitive topics. The experience

of the 'worm' becoming the 'arbiter' was certainly an unusual one.




CHAPTER VI

Contents

Analysis of values and planning objectives -
methodology for data collection - presentation
and analysis of empirical evidence - conclusions
and implications.

The chapter presents and analyses the results of

the first series of in-depth interviews with Delta's
top-management. Conclusions relating to the apparent
inconsistencies between planning objectives and real
organisational values and the short-comings of the

planning system are discussed. Proposals are made.




CHADIIR VI: ANALYSIS OF VALUES AND OBJECTIVES

(1) gglgggggptjon

6.1 The seccond component of the research hypothesis

1ot -h g +he ey e 3
suggested that the exploration of the value-systems cperationa

7
Ceoa

within Delta, and their subsequent influence on strategy formulation,
would he useful. This was proposed because it was considered
important to identify these influences and make them explicit,

thus accommodating them within the strategic planning process.

o
Indeed both of these points relate directly to the postulates

of Knoepfel (ref: 73) and Tilles (Ref: 65).

6.2 It was considered that an in-depth examination of these
value~systems and, perhaps, the generaticn of some theoretical
construct which could be applicable in a wider context,; would con-
tribute to planning practice, The premise was that planning
objectives, as normatively suggested by most approaches, tend to
be too 'abstract'. For they purposefully ignore many of the
value-systems which may impose real influence on strategic develop-
ment. llence, as these 'planning objectives' should form the very
basis and rationale for all logically planned growth, it can be
safely postulated that their determination (even only qualitatively)
is an essential pre-requisite to sound planning. 1t was hoped
that, by making real values explicit and by examining their relation-
ship to 'planning objectives', one might be able to construct a

mechanism which would increase the probability of successful

strategic development.

6.3 Two major problem areas were explored. The first
revolved around the theoretical abstraction cof planning objectives

. . .1 o . ot
from the value-systems of the organisation. If "planning objectives

N . . R A L I ~ N e - )
do not accurately reflect the organisation s values, are they then

s ey 'Ahieetives! K o - 1 v
still applicable or even viable? Do 'objectives , in fact, only

o et reart andg 1imited Tyramaworle of hew +he
the often abstraci and limzted Iramework of how the

operats within




organisation is expected to behave by the outside world? (i.e

its sharcholders and ¢t Co g )
reholders and the "City" generally). In addition, are

theve significant variat: s e i .
chgntlicent variations in the value-system profiles within

PG N . e . - .,
parts of the orzanisation 1tself? The second problem area

concerned the question of whether the actual methods of planning
. el N N ie o . - . 1

influenced the Strategic choice or the organisation. For

1f differing goals could he generated by using different systems

or different perspectives, then various proeblems of relativity

and viewpoint might tend to emerge. In the context of planning

Sstrategic development, it would seem important to use a com~
brehcnsive, commonly accepted and agreed set of 'objectives'

which reflect real values as well as expected behaviour.

6.4 With these issues in mind, the research focussed on
the question of whether Delta's strategic 'planning cbjectives'
were meaningful to the Divisions which had to use thenmn. Thus
the aim was to explore the values and attitudes of the Divisional
Chairmen and the central Group staff to see whether there was any
contrast; and to deduce the 'usefulness' (and thus 'viability')

of the planning objectives.

(I1) Methodology

6.5 The methodology employed to explore thesc areas was

broadiy characterised by the application of a series of structured

"in-depth" interviewsx*. In certain instances the "soft" data was

guantified and the interview was structured in such a way as to

. Lo .
show up inconsistency of response, or the influence of any role
play These interviews were carried out with almost all the top-

manacement of Delta - (i.e. executive main-board directors and
‘ I3

sdditional Divisional Chairmen). It was considered that any

N

Similar to the research approaches of Collins, Moore and Unwalla -
"~ MSU Business

b
hie i s Txo +tive
“"The Enterprising Man and tho Business Ixeocutive
L LaD sis LO & -~ ey i 4

Topics Winter 19064
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ttempt to ilmprove the quantification or substantiation of the
data, either by the use of detailed questionnaires or tape-

recordings, would have causeq significant distortion. This

e S0 e .
was because of the confidential and often personal nature of the

information, N o ; e . s
€ Nevertheless, given this freedom, the majority
of respondents appeared to be exceptionaily frank and subsequent

discussion has tended to validate the initial data collected.

6.6 Tor the broad purposes of establishing a 'scientific

. S
method' within the research approach, the salient respcnses were

immediately recorded ad verbatin, In addition, the interviews
were conducted along tightly structured (and commuon) lines, with

a minimum of participation on the part of the researcher.

However, in certain instances a significant amount of probing also
took place although, generally speaking, this was often guite
unnecessary. The subsequent analysis took a conventicnal form
and the findings and inferences were prepared inAthe form of &
research panper, This was circulated to the respondents who were
asked for their comments. Whenever feasible, the researcher also
undertook a secondary visit, in order to establish some criteria
for the validation and evaluation of the conclusions and to collect

more direct feedback.

(III) Analysis of Results

6.7 The following represents an analysis of tihie actual
interviews which, apart from merely exploring the values and object-
ives throughout the top-management of the company, additionally
sought to evaluate Delta's present plainning system. Defore the
detailed analysis, however, it is important to describe the methods
by which Delta generates its strategic plans. It must be emphasised
that the Group is constructed of several quasi-autonomcus Divisions,
each of which has a substantial degree of freedom. Furthermore,
the Group Planning Committee is, with one exception, made up of
executive.directors who are centrally based, In broad terms, the

initiative for planning is given to the bivisions and thus the
[= e >




plans are a resuli of " ; 3 e
! ol @ Tesuit of a "company to Division to Group" process.

This aime £y e - .
Fhis aims to carry out blanning with a small central staff and

C the s e 5
at the same time involve many of the line-managers who are

eventually responsible for the implementation of outcomes.

6.8 Tne Group Flanning Committee’s first task is to set
out the specific Planning objectives for the Group. These are
then discussed with the Divisional Chairmen and subseguently modi-
fied if necessary. The agreed pPlanning objectives are then sent
out to the Divisions and, at the same time, each individual company
is requested to prepare forecasts, budgets and plans. for a five
year period. These are eventually presented to the Division
and arc examined and modified, where necessary, before being inte-
grated into a Divisional Plan. The process then involves
Divisional plans being presented to the CGroup Planning Committee
where they are examined, integrated and modified in the light
of any discrepancy between objectives and probable results.
Should the Group objectives appear to bhe unrealistic, then they
are alsc modified and a new series of criteria, against which the
integrated Divisional Plans can be evaluated, evolves, A flow-
chart Dbroadly outlining the procedure is represented by Figurs (14).
Thus, basically, the Delta Planning System is characterised by a
"build~up'" process from the Sub~Divisional to Group level, with a
sequence of adaptive searches, negotiations and modifications
also present in order to allow re-orientation where desirable.
Hence the origins of the perspective are specifically based on the
individual company's (rather than a "global") viewpoint. The
following reprcsents the analysis of responses given to each qguestion.
The sample has been split into the Divisional Chairmen (referred to

as D/C) and the Group Planning Committee members (referred to as

G.P.C.).
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3};~mj¥igggtthhk_&g;porate Planning should be

g@rried_gut in Delta and if so why?

\ o o . .
(A) Responses here were very positively in favour of plan-

ning Irom all, but D/C naturally expressed a desire tc maintain
autonomy in planning. They thought that previously Delta had
just drifted in its development, but that it was now vital to
pin-point cxactly where it wanted to be in (say) five years, as

it took a long time to change the direction of a large group.

The dangers of short-term horizons were emphasised and co-ordinat—

ion at the centre was felt to be an important issue.

(B) The GPC members were also in firm-agreement with plan-
ning. They tended to differ only in that they felt there was
no alternative. It was also believed that Delta, especially,

needed good strategic planning since it had come close to danger

o

in 1967, and its historical growth base of 'semis' was seen

perhaps as a burden, the balance of which needed a rapid redress.
It was in some instances felt that, for a company of Delta's size

and diversity, existence without formal planning was inconceivable.

e

6.10 Q2 - Do you think planning has been successful in

Delta? How do you evaluate success?

(A) D/C mostly felt that it was really too early for corporate

planning to have shown any fruits, but they were confident that it

would., There was also a hint that, perhaps, the 'success' was
taking rather too long to show itself. In terms of the evaluation
of 'success' there was a wide variety of opinions. Mention was

1

made of the fact that planning had shown up ‘things which required

. . e ot SRR N
doing’, and the direction of Delta's growth into higher-value

added areas was the most common evaluator used. D/C would be

. £ 4 5 § - e S Fa t ~ 1 O
looking for improvement 1n profits in 'phantom reference' terms

(that is, what would have been the position had planning not been
, 1

re were sone interesting alternatives.

)
o]

U

implemented?). But the

PP | . P (I ) 1 A N e TL .
The classical expected response of a "successful plan-~achieving

s Ao haoe anrc IohNels 763 Y o e el
the objectives upon which 1t was hased, and which were democratic
b 1 fo yeita™ - was usced only twice.
ally agrecd as being good for Delta as used only fwice

'‘Success' was aiso secen as - 'developing the ilmportance and growth
s WL v =4 -~ it




of the Group" - R L . . .
gt as the acceleration in innovation (generally)

Ay 4 3yt ] . KRNI
and not simply acquisitional growth" - and as - "fulfilment of

Liecti S AW ET PP S N .
OUJL,(,I/{,]_VCA,‘ Waen compared to other COmpanleS.n Tt is interesting

e oy fe - - PN . T e . N .
that, throughout the interviews, no mention was made of the
potential improvements in decision~making and communication that
formal planning could offer,

=]

(B) The GPC mewbers, on the other hand, tended to feel that

planning had in the main,been quite successful to date. Mention
was made of the fact that a better approach had now been evolved,
since planning origins lay initially with the emphasis on fore-
casting =~ which was wrong, The dangerous position df 1867 was

again mentioned but it was thought that the initial progress was

really a result of "the same thinking" which gave birth to formal

planning. The GPC's ideas of'success'also tended to be more
uniform. Growth in earnings per share and return on capital were
guoted widely. It was again suggested that problem areas had

been identified and also that the Electricals Division was a
concrete result of the overall process. In one case, the'success’
was simply quoted as being "the opposite of failure'. But it was
also pointed out that the planning for overseas expansion had not
developed as well as expected, and that perhaps this was the one

hblack spot.

6.11 Q3 - Would you welcome any changes in the present

planning system?

(A) This question seemed tc be a stimulating one for it

4 + 1 i T f 1 ¢
produced a wide range of responses, each with differing degrees

of emphasis. Of the D/C, only two were satisfied that the pro-

cedure was sound and sensible. Whilst autonomy was again a key

issue, a salient point which was rcpeatedly illuminated was the
.ssue, I
problem of the GPC setting out priorities for the funding of

Divisional proposals. 1t was felt that the D/C themselves were

. Qs e Ty e 4 nroiccts si - , snd ;e
not properly quallfled to evaluate projects nce they tended to

R and srationa t was thus suggested that
be both subjective and operational. It was thus suggested that

- v were necded af a Group function &
a number of professionals were needed abt & LUUOU] function to

analvse, assess and set out prioritics. The GPC examination of
CLalcd .u\'k ‘,, [s] > % <o K
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of plans was also tho PR NI .
: wught to bhe "too superficial. And it was

pointed out that perhaps the D/C ought to be more involved

because GPC planning without consultation often threw up plans

witich were impractical. The sentiment was expressed that the
co;porato objectives required "an overhaul", Too much emphasis
had been placed on rurely financial objectives when there were
mach wider igsues that warranted close consideration. Finally,
mention was also made of the fact that it was important to have
an independent functional Planning system operating in parallel,

so that broader horizons might be looked at in some depth.

(B) The responses from the GPC to this question were no
less emphatic, It was suggested that much more detailed historical
analyses and forecast projections were needed. Better examination
of synergy, of cash flow and more strategic long-term studies
were all highlighted. It was proposed that there should be
greater "Divisional-Group interface'" and that Divisions should
attempt to think in the Group context, even though they were
essentially autonomous. There was also mention of the idea of
having a full-time central planning function because it was "such
a critical area', The value of this function would be to act as
a stimulant to Divisions, to closely analyse Divisional proposals,
to examine new areas and to assign priorities for funding proposals.
It was suggested that, perhaps, a board member ought to take on
this corperate planning function. I"inally, there was a proposal
that Divisions ought to do more to produce good plans and '"do
something about it'". More strategic Group studies were again
thought to be necessary as a lot of present studies, which ought

to be done Divisionally, were being done centrally and that,

perhaps, this was wasting effort.

6.12 Q4 - Do you think there are difficulties for corporate

planning in decentralised Groups like Delta?

(A) AlL D/C, naturally, once again stressed the impertance
of autonomy, and of building up plans from company level, it was
1L omy, a i

 ps P avose pecause of diversity and
felt that difficulties primarily arose pecause ol diversity and

soscsment of priorities for funding proposals was

w

once agein the 2
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mentioned, - was al R

mentioned It was also stated that resolution of Divisional
conflict in developument was an important issue. The 'semis'
Divisions, especially, had no clear path for expansion. And

perhaps Lt was implied that other Divisions were favoured in terns
£ £ N a ey e - - ~
of effort and funds for development, whilst the older 'semis'
™ . 1 @ 1 airg i i
Divisions were left stiranded on a sinking bhase. Some sort of
central control over inter-Divisional conflict was felt to be
(=]

I Ty Yy S s m - . ) ) ) )
appropriate. The GPC were accused, at one point, of failing to

think out some of their ideas properly and having '"got themselves

in a knot with some 111 thought out guidelines", It was alsco
implied that there was a lack of co~ordination, In one instance,

it was proposed that the role of the GPC =zs an advisory function
was unworkeble because some Divisions simply failed to produce

adeqguate plans. Inter-Divisional conflict in trading and dup-
lication of plant were mentioned as problems resulting from the

inabkility to co-ordinate,. It was felt that, in such a case,

3

tighter control and the power to issue directives were the best
thods for finding a solution. The importance of planning for

a Division, in the context of the overall Group Plan, was also
stressed. Another weakness pointed out was that it was not until
all the Divisional Plans had been finally put together that areas of
conflict or poor objectives showed up. Hence there was a lot of

wasted effort involved.

(B) 1Interestingly enough, the responses from the GPC were

largely similar. 1t was thought that whereas Divisions ought to

K 3 ey - 4 N - ~
maintain autonomy, companies should certainly not. Mention was

also made of the "lopsided quality'" of Divisional growth and pro-~

posals, implying that the funding of priorities was difficult to

assess because of the type of proposals. Thus, as a result,
certain Divisions needed stimulation. It was alsoc suggested
that Divisions were evaluated relatively, and not absolutely.

A

And becausc of this, certain Divisions might not be realising their
A\ A Z - ] - 2

. * racorned 1ine P R S N
full potential. The importance of reconciling Divisional differ

t o vy r e Sy Y 1 - . .
ences and the problems of favoured versus unfavoured' Divisions

were mirrored here as well. The 'semis' end of Delta, especially,
W @ SR A ore = . N ‘




vas thought to 2d substants :
We thought to need substantial encouragement., It was widely

Telt that o slightly tighter controcl was necessary, although

the dangers of centralise 1 i :
dang entralised pianning were strongly emphasised.

) - - 4 N -\ - . o .
But i1t was added that.a clear central framework was essential.
AR bl - e . . R

Finally, the problem of priorities was again put forward as a
major matter, and that business scope demarcations for Divisions

necded to be defined.

6.13 Q5 - What do vou think should be the central

cbjectives for planning in Deita now?

(A) Therc was a considerable spectrum of responses to this

guestion by D/C. As an open-ended question, it gathered only one
initial response mentioning growth in earnings per share. Very

wide mention was made of the objectives concerning employess and
also of consideration for customers, shareholders and the com-
mupity at large.. Survival and growth were both suggested. It
was stated that, whilst profit was fundamentally important, it
ought to be only used to satisfy the sharecholders and City, and
not as a maximising objective. The satisfaction of the interests
of participating groups was thought to be more important once the
profit requirement had been satisfied; and that, because of this,

the present planning objectives nceded to be broadened. Corporate

image was also mentioned, as well as "expansion overseas ard in

Furope.’ It was proposed that Delta ought to diversify as

A

"broadly as possible" whilst maintaining some logical thread.

The present direction for development, towards higher-value added
products snd away from semis, was agreed by all to be still a major
guide-1line. Finally, this was qualified in that Delta should be

"vertically inteszrated'" on the broadest c¢f markets and within the
CT aLly e

. i8 7N 1 ~ded ”"( e aP=Ve ene-
tripartite business scope. However, it needed "increased pen

1 IURIE A . ac T
tration" and should be '"nearer the market place .

(B) The replies from the GPC were much more uniform and
even perhaps a little stereotyped. Growth in earnings per share,
B3 = Hoeliiapo C R N e s
growth in profits, growth in size and return on ¢spital were all
> b Sl S R =

auoted initially Subsequent probing drew out other objectives
U e i R Y.
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however, The most 1 of 1
st common of these was that Delta needed to be

snternationally based, with more ‘exports from the U.K.; and
I K.

that 1t should bhe "4ip T . . .
1 14 be in }:UI‘OJ)@ in a blg way to Compete”. Tt was

rorasted + S DA 4 S
suggested that if Delta failed to grow quickly enough it would

fail to exist. A "brilliant e i i
- brilliant corporate image” and the "maintenance

el R T T B e A [N .
ol stablility" were also proposed, In only one instance was
Yeontinuor R P

continued growth into higher-value added areas" mentioned, but
11 waas ala s 3} 1§ N g
11 was also stated that Delta's hase ought to be significantly

brozdencd.

6.14 Q6 - Please evaluate the following (score out of 10)

with respect to their importance as central objectiveg

for planning in Delta

(A)  The 'ohjectives' presented here were fairly orthodox

and were as follows:- profits growth, growth in earnings per share,
return on capital, growth in dividends, share price appreciation,
growth in size, advances in product design, to be superior to

competition in both profits and products and social and moral con-

siderations. The scores for each were then processed and a mean
value calculated. Using the mean value, the objectives arrived

at the following ''rank of importance' for all respondents interviewed.

Rank Objective Mean Score
1 Growth in EPS 9.1
2 leturn on Capital 8.2
3 Superior to Competition 7.5
4 Profits Growth 7.4
S Social and Moral Objectives 7.4
6 Advance in Products 7.0
7 Share Price Appreciation 6.7
8I Growth in Size 6.5
9 Dividends Growth 6.4
‘. —
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Leoast bho pointed oud Fhas : .
Lronust b pPointed out that, within these ratines there are no
) It
rete Y1 N o - . .
pretentions of tests of statistical significance because the

sample was so sma’l ,
ample was so swall, But the crude ranking nevertheless shows

up some interesting points. 'Dividends' being ranked lowest
=Y 2 =)

is Llluminating in itself. But the low ratings given to the

4 cancoe £ty $ 1 i
importance of 'growth' ig very interesting in the light of
previous statements about Delta needing to be "big" and "inter-
e 54 }
IR 1 rra .
national', ‘e hieh ratino Cven to 4 ;
tional ‘he high ratings given to the importance of over-
Taeryy 1A  leomnntitaret e oo s . s :
hauling competitor 15 also illuminating, as is the position
v - Y ermed o a1t AR -5 : s
given to 'social and moral' objectives. (It must also be

recorded for reasons of fairness that these interviews took place

not too long after the Distillers publicity). However, there is
reason to believe that great importance was attached to such ideas
and this was confirmed by the interviews. 'Share price appreciat-

icn' was also ranked disappointingly low, especially after the

emphasis on corporate image.

{B) We can however, now compare the scores given to these
objectives by each separate group (D/C vs. GPC). The column
showing the range of scores illuminates the situation and helps
to identify sclid consensus as against wide disparity in attitude.

Table II

n=29 n =4
DIVISIONAL CHAIRMEN GROUP PLANNING
Objectives

Range of  Average Range of Average Average

scores - scores both

Growlth in EPS 7 - 10, 8.40 10 10.00 9.11

Return on Capital 7- 9 8.20 7 ~ 10 8.25 8.23

Superior to Competit. 6 - 7 6.80 6 - 10 8,50 7.56

Profits Growth 6 - 9 7.40 5 - 10 7.50 7.44

Social & Moral Obj. 6 - 10 7.40 1~ 10 7.350 7.44

Advance in Products 4 - 10 6.40 6 ~ 9 7.75 7.00

- Al ~ LN ~ vy

Share Price Apprec. 2 - 9 5.60 i 10 8.00 6.6

Growth in Size 6~ 9 7.00 05 -~ 9 5. 8% 6.50

A Te - oo75 8 44

Dividend Growth 3 - 9 €.20 6 7 6.75 .44

T = 7.40 o= 8.37 fi= 7,70
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This table helps to clarify tne position quite considerably.

Firstiy, the average scores for the D/C were below those of the

. GPC (7.43 vs. 8.37) This is
4 8.37), This is, perhaps, because these 'objectives'

simply maintain greater sympathy with the GPC. However, 'growth
in earnings Dper sharve, voted unanimously as the number one by

the GPC, did not reap such acclaim from D/C. Scores for 'return

on capital'’ were however almost identical, The differences in
attitudes towards 'competition' also seenm to he interesting,

since D/C have given a ratiﬁg which is significantly lower,

despite similar variation betwecn scores, "Profits growth'

produced no real conflict, but there certainly was in the case

of attitudes towards 'social and moral'’ objectives, For although
the two groups offered similar final scores, the range for the

GPC varied between 1 and 10. It is interesting to perceive tﬁat
members of the same committee can apparently disagree to such an
extent 1In their assessments. It is also interesting tc note

that whilst D/C previously emphasised the importance of wider

social and moral objectives, when faced with an orthodox GPC

series of objectives, some of them offered scores which appear to
hzve been in conflict with their previously stated opinions.

The importance of advance in 'product design' also proved to be
controversial since D/C, whom one might have expected to rate such
an objective highly, gave a much lower score than did the GPC.
However their range was very wide indeed. 'Share price appreciation'
also produced contrast, as it was considered to be relatively
unimportant by D/C whilst the GPC tended to disagree. However,

once again there was a considerable degree of variation in the

D/C responses (2-9) which would account for this. In the case cof
"growth in size' as an objective, the D/C were in reasonable agree-

ment whereazs GPC ratings ranged from O.5 to 9. And, paradoxically,

b3 t

Delta had to be

o , " Ths ot
t had been previously emphasised that Dig .
vidend esrowth was not considered to be very important;
V o 44l 1<}

C tended to be less enthusiastic than the GPC.

T’
@
ot
iy
-
o}
T
~N o
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6,15 o )
W’ 0f 10) the importance
attoeerkh 1 4 - N . .
. you attach to Delta's responsibility to the following:
(A In this tion, ¢t
) this question, the four groups of shareholders,

management, employees and society at large were presented

Deliberately, 'commerci T e sy
S fiercial relationships {e.g. customers) was

omitted to see if there was any objection to this, and a hypoth-
etical distinction was made between 'management' and 'employees'
in order to stimulate disagreement, Of all those interviewed,
two thirds objected to this distinction. But  in only one case
was there any objection to the omission of "customers' . The

overall opinion of all respondents implied a ranking as follows:-

Table III
Rank Group Mean Score ' “
1 Employees 9.0
2 Shareholders 8.8
3 Management 8,7
4 Society 7.0

Cleariy, there is very little difference between the scores given

to 'employees' as a whole and 'shareholders'. But 'society at
large' trails, relatively speaking. It is still interesting to

see that 'emnloyees' have, however, a marginally higher rating

. - vt
as against 'shareholders .

DIVISIONAL CHAIREEN GROUP PLANNING C. »
Range of Average | Range of Average Average
scores $Cores both
Employees 7 - 10 . 9,00 g - 10 9.0 9.0
Shareholders 5 - 10 8.10 9 - 10 9.75 8.83
Management 7 - 10 8.80 8 - 10 8.75 8.78
Society at large 5~ 9% 7.30 z2 - 9 6.75 7.06
| S S SV
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Both D/C and GPC ha A o s . -
G had very similar attitudes towards the importance

r Y . - by s 4. i
of Delta's responsibility to ail ’employeos' (including manage-

ment) . Mowever, in the case of 'shareholders' there was clear
lisaoreomnent . o
disagreement. The GPC proposed that this group was all import-—

ant but the / ey e e W 5 1
ant, but the D/C rated it lower, with a wide variation as well.

In the case

i ' iy e 4 ,- .
Oi 'soclety at large', D/C generally considered

hi responsibility tc i - ]
this responsibility 1o be more important than the GPC, although

in both cascs there was a scatter of scores, (Especially in
the case of the GPC (2 - 9)). It is difficult tc base any firm
conclusions on such a superficiai examination. But it was

previously expressed that the importance of having wider corporate
objectives, covering things other than simply financial targets,
was of relevance. And yet, from the results of the above scores,

there is clearly a wide range of differing opinion on this subject.

6.16 Q8 = What would you like Delta to be in, say, ten

years time?

This gquestion was asked primarily to ascertain what attitudes
were dominant as far as Delta's future development was concerncd.
It was also used, however, to cross-check the corporate objectives
and goals already expressed. For, if a profile of the likely
Delta in 1980 could be built up, then the objectives which would
have to be used to get there could be logically determined.

I'n other words, the responses to this question illuminated the
real objectives which were considered important. The guestion
now is, 'are they the same objectives as those presently used for
planning?! For if not, then clearly it is important to understand

why.

(A) Divisional Chairmen's responses mostly fell into two

categories The first were those which concentrated on company

structure Tt was suggested, for example, that Delta should be

e Lo e ™ >

an inteerated group of companies, selling higher-value added
tegrated g

e 1 oorners!l onoineerino
. 14 e rical and general Sngineéarlng
products in the building, electrica & © ©

& fourth area for develcpment,

sectors, but with a broar base.
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it was considered, w be a mi
t was considered, would be g mistake;  but that certain special-
el LA - D LR S
. H t
‘ ‘(“ = 2 'Y"’.‘.;.Qh" n
ised aveas, in wm 2chénical-cuy m-general engineering. could be
& - -

exploited The sec

exploited, The second category was dominate by cvaluations of
¢ - J.‘,. . o e - .

guality, It was Telt, for ex canmple, that Delta shonld be very
well known and respected - "from the Citv to the of the

Daily ¥Mirror™; that it should remain dewocratic, autonomous

and maintain an organisation which was cas iily and professionaily

through small Operating units. It was felt that it
~ g - S AT - LA
should be a company "to be proud of"; that it should bLe significant
and aggressive, on a broad internationszl Lase, One point which

was emphasised was that Delta should be "big' and even "the most

profitable Group in the world".

(B) The GPC tended to be more specific in their answers.
But, once again, it was emphasised that Delta had to be “realily

big in Burope' and that it should also be a "major international

company'' . This was even quantified in one case where a turnover
of "at least £1000m per annum' was envisaged. Mention was made

of the necessity to improve Delta's corporate image, to push up

the P/E ratio. And that the Group should be integrated within
the tripariite manufacturing and distribution framework, throughout
IFurope. It was thought important for the company to have a high

reputation for technical ability and customer service and to move

more into technological, metal, engineering and plastics fields.

3

A good earnings per share growth record was also mentioned, and

. - . s OOV
that Delta should keep to comparatively low gearing (circa 20%).

Finally,it was thought that clearly defined roles and functions

for companies was also important.

(IV) Conclusions
6.17 Perhaps the most important conclusion indicated by the

study was that there appeared to be & distinct differcence between
L ¥ Pl - <
the value—-systems of the central planning staff and the Divisional

evidenced by the atiitudes of each group

L

top-management. This was
n-qgggod corporate ohiccltives and to the company‘g

to the variety of su

< 1 Le ] R
: CAans olders When asked during
s T s 4 e rarious stakeholders | nel red < g
responsihiiity to 1ts V4
e +he Ammortance of a 1
the interviow to guantify the important >
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Ol Ys) : e ‘O P i Y
bijectives for planning in Delta, the Divisional Chairmen tended

to place greater value on intrinsic ¢riteria, whereas members of
the Group Planning Committee appeared to be more concerned with
the expectations and evaluations relevant to the "City". It
was also implicit that the Divisional Chairmen found some dif-
ficulty in fully ”@mpathisiug“ with Group objectives ; and in

this sense tended, perhaps, alszu found them less helpful than

might be desirable in the context of a concerted apprcach to the

strategic problem.

6.18 In many senses these anomalies are readily explained,
Delta's recovery from its 1967 profits slip has heen a strong and
progressive one. However, in certain respects the Group's
price~carnings ratio implies that the "City" has not yet complétely
forgotten this slip. Hence the Group Planning Committee's
apparent concern with essentially "City" orientated planning

1

objectives is logical. Divisional Chairmen, on the other hand,

who would be expected to be pre-occupied with operational rather
than strategic problems, would not ordinarily interact with the
"City" as such. As well as this, autonomy might promote individual
value-systems and a specifically "Divisional" perspective, both

of which would not necessarily complement planning objectives at

a "Group' level. They are two quite distinct operating systems.

(for example sece Beer ref: 53)

6.19 A second major finding was that there was an apparent
inconsistency between the values placed on the suggested corporate
objectives and the future scenario thought of as most desirable

for Delta as a whole. This introduces a second dimension to the

problem of formulating a commonly agreed and reallstic set of
objectives The ancmaly might be the result of the recent change
in status of the Group due to its ''recovery phase’ having been

comnleted But it seems more likely that the "'goal as specified

by the respendents more accurately reflects the real obhjectives
y the respendents

considered desirable, and ihis would indeed tend to imply abstract
7 S e 125 L Z d

the usefulness of

planning '‘objectives

for plapning, is

abstracted and perhaps
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undouhied:

—
~Z
<

P P
COMDLOM

For, on the one hand, a

public company

has to operate within the Iramework of the "City" if it is to
SUIV ANV, Put the time, natural evolutionary progression
as o cesulb ol the real organisational values may be greatly
inbibited by & narrow sat of objectives., It seems important
to i some way  resolive the obvious dichotomy.

C.20 In addition, there was considerable evidence to suggest

Do

ey - PRE T Sz £ . AR : s k
that Belta s system of planning was failing to realise its full

AR e g e i e . ) Co ,
potential. structured as it is into autonomous Divisions, the

Croup fully appicciates the importance of using a system which

operates in sympathy with normal managerial functionings. Thus

the ' build—~up' planning process is naturally important if viability

is to be maintained. By the same token, however, the continual

modification of cause distortion and

data may the initial

spective is, in itself limited. (for example see Cyert et al

rel: 160)

6.21 Hence it may be the case that the value-systems which
predominate within the Divisions influence the perception and

processing of the planning data. If this is the case, then a

degree of incompatibility may exist. Within the Divisional system,

the company plans are naturally integrated and agreed on a basis

. sy e 4t X
of some sort of Divisional 'optimisation . fowever, it is almost

certainly the case that Divisional optimisation is unrealistic

; . T s . NI B ses aj
within the Group context and thus a series of compromises are

necessary Apart from the probability that individual Divisions

. . . A ref e hic i ffe arnd may thus
maintain individual value-systems which differ, (an 5

. . - YN e - .
cach have a specific concept of 'optimisation’j, attempts to

. -~1 3 1 a -4 1 \
'optimise' total Group development 1S perhaps less likely to be
viable siven the "build-up' approach. Implicit in this assextion
/1 e glven the b

concept rather than a practical

. s eation' i ystract
is that 'optimisation 15 &n abstra

Teasibility.




G.22 On the basis of these major conclusions, it was pro-
posed that it would be important for Delta to attempt to resolve
tie dissonance between central and peripheral value-systems.
1t was suggested that the ability to 'overview' the total system
from some sort of 'global'viewpoint, as a fully complementary
activity, might provide some of the bhalance to perspective and
'optimality' so hadly needed. 1t was additionally postulated
that the actual 'value-dissonance' and its resulting effect on
the perception and relevance of strategic planning objectives,

might be diluved quite significantly by a greater degree of inter-

action between Divisions, and across the Division~Group "membrane’ .

1.
The importance of each sub-system understanding the logic and {

i
i
it

language of the whole system (and other sub-systems) was emphasised.

Tmplicit in this prescription was the mexim that there would be

clear advantages in attempting to account for real organisational

values within the planning "objectives'.

6.23 A paper (called the 'Purple’ Dpaper and as reported in

this chapter) describing the analysis and conclusions was circulated
throughout the top-management of Delta. 1¢ produced a substantial,

and olten vigorous, feedback. In specific cases, it became apparent :

that, as regards a 'globalwoverviewer', some Divisional Chairmen
jealously guarded their autcnomy, even within the strategic area.

lHowever, there was, in general, & considerable degree of interest

generated and the majority of responses offered favourable support
to the identified problems of conflict of perspective and value~
systems unaccounted for hy planning ohjectives. It'was sub-

sequently requested that a short paper proposing the author's
personal views of improvements +o the planning system might be

written.

6 2/1 ™is ghol"t papel" (Ont},tl@d ‘Gre@n') was produced and
circulated and now forms Appendix (B) tc this thesis. The paper
concerned itseldf with three s
et u! of v R i <
(a) ~ the probl r—ompathy 0% salue~systems

ns and Group.

heitwecn Divisio
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(b - “he Ay e £
) the problems of the planning process maintaining
a limiteq perspective with, perhaps, distorted
data and Sub~optimality.
c - ~oble
(c) the problems of the inconsistencies of organisational

goal, values and pleanning objectives.,

6.25 1t was first proposed that the fundamental differences
of perspective and value-systems between ' the Division' and ' the
Group' arose bhecause of the- autonomy fostered within Deita for
the sake of innovation, initiative and control. This autonomy

naturally gives rise to the separation of sub-systems within the

whole system and the resultant evolution of individual methods

and values, Thus increased interaction between Divisions and
across the Group-Division interface appears to be a partial solution.

In addition, the maintenance of oper ational aLton“xy as well as
strategic cchasion, seems possible. This in no way rules out

the possibility of a successful coalition of companies. Structured
T

along ‘Federal® lines, it seems feasible that a series of Divisional

>

units could mwutually co-exist within a specific framework.
However, in Delta's case it would appear that the Group needs to

be brought closer together before such ground-rules could be

established anyway.

6.26 ilowever, the problem of planning objectives is a little

more complex Tt seemed clear that Divisional Chalrmen were
generally unable to use Group objectives in any meaningful way,

within a Divisional context. In the first place,the objectives

)

werc logically incompatible with the Division as a system and

i they failed to accuratcly refiect organisational

in the sccond,

[¢A]

values.

6.27 1t would appear that an ac curate and cmbracing translat-

ion of Group planning objectives into the logic and language of

- 3 s 17 - <

the sub-systems would greatly help in comprehension. It is fair
e S o Ao Lits o - “

to say that this vas done for financial criteria (e.g. earnings
L Pie R S @ PRI A v -

e trenslatced intc returns on capital

explicitly for non-~financial criteria and, at




the time, there were no specific Divisional targets.  But

3 EYe R S 1 o - - - . = N
inereasing comprehension of Group activities within sub-systems

C 29 Cin 1teelf o \ : .

does not in itself overcome the apparent incompatibility between
[P T - e i ] .

objectlves on the onc hand and organisational 'values' on the

other.

5o T, N _ . .
6.25 In order to counter this problem it was proposed that
sone sort of hybrid system of objectives be introduced. The

Fre oo it s A et o e A
City criteria so important for a company are not perhaps real

Ve ly e A N ) - .

objectives ' . it may be more helpful to consider them zs

A\ . e - J— r s 2 . - . .
constraints'. Thus it was suggested that the major financial

constraint, within the planning context, would be that Delta shbuld
produce a normal (or little more than normal) return to shareholders
(or rate of growth of earnings per share) when compared with
publicly quoted companies, Implicit in this sort of quantification
would be that Delta would also loosely conform with regard to risk
of investment as well. Thus a concept of 'conformity' for these
Tfinancial constraints was introduced and expanded to embrace some
sort of "hand' * of acceptable performance in steady-state form,

This concept is favoured by Galbraith,** amongst others, as a des-
criptive goal in capitalist economies. For example, figure (15)
shows the deflated norms for the trends of growth of earnings per
share. Delta's historical performance is profiled against it.

1+ is clesr that the Group's earnings trend has been a volatile

one,

idea is similar to Eilon's 'interval pro-
"Goals and Constraints in Decision
March 1972.

* conceptually, this

gramming' -~ see Lilon o. 1s :
: : | bosss
4 0.R. Quarterly vol. Z23 1O 1

TA e 1s
Making i

v JLK New Industrial State

P SN

¥%  gee for cxample Galbraitl
Houghton wifflin 1968
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29 Naving then quantified these 'constraints', the first

task for strategic planpd ;
g Planning would be to ensure their satisfaction.

But, once having achieved that. it :
’ -ng achieved that, it was énvisaged that a series

£ re ot e s )
of real objectives relating to true organisational values could

then be determined, It was also stiressed that these 'objectives
would be rclevant to some sort of common " goal' Thus the

Sirategic overview giving rise to a goal' in scenario form
- 5
and subsegueaent ] SR - 3. -
and subsequently to real objectives, could embrace value-systems
and at the same time fulfil the requirements of the "City"

and shareholders.,

6.30 This second 'Green' paper (Appendix B) again received

interested feedback. And in discussion, several of Delta's top-
management agreed with this new proposal to deal with planning

objectives. It was also expressed that the nebulous type of

goal' for Delta as it stood was not helpful in co~ordinating proper

stirategic development. 1t was generally felt that some kind of
scenario, giving rise to logical planning objectives, would
certainly improve the situation, About the same time as the
rescarch was being processed and reported upon, the Divisional
Chairmen and other Group executives expressed a desire to neet
in conference to discuss Delta's future, This 1s due te take

place in April 1974. In addition, the planning 'objectives' are

now translated into explicit and individual targets for each Div-

ision.

6.31 Thus in broad terms, the generally favourable comment

which resulted from this part of the research helps to validate

the initial analysis. And perhaps the following quoted evaluat-

ions by three top executives may illustrate this:-
(1) "I really would like to congratulate you on both
the thoroughness and objectiveness of your investigat-
Y oug!

ion I think that it will make a significant con-

X L BES R vy ] e NaAee 1 v
tribution to aligning our views on goals, objectives,

1

and planning.




(2) ++« I think you have produced a most excellent and

stimuleting paper on planning in Delta. I

particularly feel you have tuned in very well to
the 'conflict' between Group and Divisions. I
also note that you have sensed the difference between
the Group ohjectives and the 'needs’ and priorities
of some of the Divisional Chairmen. I think this
is all good controversial stuff and congratulate you
on highlighting the situation."
(3) "It is crucial to the future of Delta to sclve the
implications of 2,7 (too narrowiy "City'" based objectives)

and to take on board also the implications of 3.5, 3.6

and 3.7 (the Divisional/Group conflict of perspective,

values and optimality)."

6.32 Thus it may bhe safely concluded that the implications
for strategic planning in Delta which emerged from the examinaticn ‘
were fairly realistically based. It is also fairly safe to
assume that these issues do specifically affect the planning of %
strategy and its implementation. Indeed several top-executive
interviewees, revisited after the issue of the research papers,
said as much. Thus the importance of identilying and dealing
with the very essence of objectives, goals and value-systems

when planning strategic development, seems paramount.

Chapter Summary

The chapter reported the results of a series of in-depth
interviews with most of the top-management of Delta. The inter-
views sought to explore the viebility of Delta's existing strategic
planning process and the apparent ‘utility' of planning objectives.
1t conciluded that there were significant difficulties which
resulted from Delta's divisionalised and guasi-autoncmous structure,

isc ‘he pr hle reasons for this and
The chapter went on to discuss {the probable reason or this 3

aimed at helping to resolve

s £y ERe """..“,’S
prepared a series of modification

the situation.




CHAPTER VII

Contents

Action-perspective two - an anatomy of Delta -
the Chairman's Committee, the bargaining zone -
the '"'ripples" after the research reports - some
broad conclusions.

Abstract

The chapter outlines the action observation which
was collected as a result of the second major phase
of the research. It provides an analysis of the
anatomy of the Group as regards Divisional values
and traces the interaction between researcher and

the company after certain papers had been circulated.
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CHAPTER VII: ACTION PERSPECTIVE TWO

(1) Introduction

7.1 This action-observation analysis accounts for the

second major phase of the research; namely the exploration of
Delta's value-systems and its methods of planning. It represents
an analysis of the nature of the interaction betwesen the researcher,
the Divisional Chairmen, and the Group H.Q. which resultied from

the formulation and circulation of the two research reports.

(i.e. the 'Purple' and 'Green' papers as described in Chapter VI).

7.2 Firstly a resumé of the major conclusions reachsd

through the examination may be helpful. These were:-

(i) That the Divisions did not fully "“empathise' with
the planning objectives formulated by the GPC, even
though there was always interaction between the two
at the formulation stage. This implies that the
objectives, as structured, were not consonent with
the real values and value-structures maintained
within Divisions. Also implied, is the problen bf
Divisions not finding Group objectives meaningiul

in the planning context.

(ii) That the future scenario (for the Group as a whole),
considered as desirable, did not apparently offer

characteristics which were entirely congruent with

operational planning objectives. — Thus, in a total

mm
sense, real values were not successfully accommodated

by planning objectives.
(iii) That because of this, each Division might be perceiving

relative importances of strategic alternatives in dif-

fering ways, thus evaluating and selecting them by
7

different criteria.
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iv i t i
(iv) That the Planning system, being of an 'anabolic'#

nature, attempted implicit 'optimisation' of Sub-
Dlvigional unit, Divisional unit, and subsequently
the Group, hence provoking a series of compromises

which would almost certainly cause less than 'optimal'

states within each of the three systems.

(IT) Relative Context: an Anatomy of Delta

7.3 The findings concerning the differences between the
attitudes and values predominating within the Divisions and those
wit hin the Group are not entirely surprising. In the first place,
each has quite a different task - one specifically an operational
resource-conversion task, the other a co-ordinating role. Each
also survives in essentially different environments. However,
it is, perhaps, more interesting to perceive that there appears

to be a distinct difference between the Divisiocnal values as well,

7.4 During the research this was certainly noticeable;
although, on a scientific basis, it was difficult to measure with-
out much greater effort and resources than were at hand. Never-—
theless, it was apparent that within a relatively short period
since divisionalisation took place in 1968, each of the sub-systems
has tended to form a unique character (and thus value-structure)

of its own. Fach has additionally learned how to cope with autonomy

and indeed foster it. So strong is the desire to maintain autonomy

. . . . s '
now, that in specific instances 2 series of 'supportive mechanisms

have emerged The most common of these is to promote vigorous
ged.

i ‘i ion’, asual i
reaction to any central 'intervention , no matter how c t

may be.

7 5 1In one case the distinction between the value-structures

of a Division and those of the "Group' is very marked. In fact,

d here, is borrowed from physiology and means
ggregation. (Opposite of 'catabolic'

'anabolic', as use
a 'building-up' process or a
or 'breaking-down' process) .




in many respects, the particular Division in question could be

termed 'quasi-institutionalised'. For it not only fosters

autonomy and maintenance i
sSystems, but indeed even seeks 'value-

supportive systems' outside the Group structure*; (similar
to those suggested by Rhenman ref: 34), It is even more
interesting to observe the 'internalisation' process which new
members joining this organisation have apparently experienced.

It is probabaly true to say that there is no necessary pre-
dispostion towards joining on the part of new members, but it

is apparent that their acceptance of the dominant values occurs
very rapidly. And in certain cases this has had a marked

effect on their pattern of behaviour. The indications are that
the strategic development of this particular unit has been
explicitly governed by its broad value-structure and that operat-
ively, if not descriptively, the relevant values have a significant

influence on the strategic decision-process.

7.6 Another Division also portrays an individual and dis-
tinct set of value-structures which sharply contrasts with the
former, and also the 'Group'. In this specific case, no
'‘institutionalisation' is apparent and the values reflect a pure
business orientation. However, this Division promotes its |
autonomy almost to within the very core of the strategic area
and has developed a battery of autonomy supportive mechanisms,
which were observed to be very effective in operation. Needless
to say, both of these sub-systems exhibit goals which do not
appear to be consistent with Group planning 'objectives'; but
not only is there simple divergence put also potential conflict.

The development of individual 'goal-systems' within specific

parts of an organisation has been well documented by Cyert and

March ( ref: 4). However, a decentralised structure is a marginally

* have been maintained outside
i1d appear that this is especially
values which produce Division-
Thus if a Division holds values which are

the Group, then it will seek

Hence certain 'reference groups’
the Group structure and 1t wou
relevant in the case of those
Group dissonance.

not consonant with those Ol
externally.

. 1
'maintenance systems




different situation because such parts of the organisation have

the ability to maintain individual strategic goals, as well as

the more comm 7 ! 1
only referred to 'operational goals' relevant to

' T
departmental’ sub-systems. Similar decentralised conflicts

have been recorded by Brooke* in the context of multi-national

com i :
panies, and by Berg (ref: 145) as regards conglomerate

structures.

7.7 It is also apparent that the explicit personality of
the Divisional Chairman is a supreme variable in determining value-
structures. This is natural, for the introduction of new ‘
evaluative criteria, (with a new Divisional Chairman) concerning
purpose and mode of operation of an individual Division, automatic-
ally proposes a reward sequence and a promotion/power sequence
relevant to those values. In addition, strategic development
and specific organisational climates become seli-reinforcing
mechanisms, thus strengthening the value-structures. It is
interesting to identify those Divisions which constantly repeat
the same strategic 'tricks' in growth and maintain this posture
even where, perhaps, it is inappropriate. Additionally, it 1is
apparent that strategic alternatives generated within certain

Divisions are predictably related to individual intangible criteria.

7.8 Another interesting facet of Delta's divisionalised

structure is that inter-Divisional dissonance is apparently

generated between those Divisions which inter-trade most. Hence

a 'semis' Division, selling internally, is forced to share the

spoils of its product with another Division if the second further
finished components.

processes the semi-manufacture by producing

Interestingly, this rule also applies to some extent at a company

. + ¢ in+ra-Divisi i
level. It is the case that most intra Divisional dissonance,

perhaps as would be expected, 1s generated within those Divisions

R . . _ .
which promote sub-Divisional unit autonomy.

see, for example, Brooke \[.7. The Formulation of Business Policy
’ . .- . .
in ﬁulti—National Companies Ph.D. Thesis University of

Manchester 1967.

*
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7.9 A second factor which influences the situation con-
siderably relates to Chandler's* analysis; for Delta's strategy
has indeed, in part, been determined by its structure. That is,
that each Division's attempts to grow have been coloured by a
'‘concentric' approach, Thus where two Divisions interact
because of some integrated production process, there has been,
in some instances, potential infringement on each other's strategic

ared. Naturally enough, such rules of territoriality have then

to be rationally defined if conflict is to be avoided.

7.10 In the context of the above, and accepting the probability
that increase in dissonance implies decrease in efficiency, (as
postulated by Rhenman ref: 34) it would seem that there is indeed
a strong case for some sort of attempt to decrease dissonance,
either through physical integration of specific Divisions oOr
through some organisational development exercise. Interestingly

enough, however, Delta's previous organisational structure (which

was composed of Copper and Brass "Wings') gave rise to considerable

dissonance at the very highest leveal. Indeed, one top-executive i

recollected that a marked degree of polarisation existed at board

level at the time. Hence physiceal integration may not be the

complete answer, but perhaps more effective control mechanisms

might help.

(I1) The Bargaining-zZone**: Chairman's Committee

7.11 Thus, in the context of strategy formulation, one would

ecific characteristics to emerge during the actual

expect certain sp

decision-processes.  The Chairman's Committee is the executive
body controlling Delta and consistzs of Executive Main-Board

Directors and additional Divisional Chairmen. It meets monthly and,

see Chandler A.D Strategy and Structure MIT Press 1962
A.D. ©Strategy @ ruc-r- =

ogy has been borrowed from Abell's work on decision-
(=

making, power and influence. See ?bell ?. "Organisati?nngs
Bargaining and Influence Syste?s: Mleasuring Intra—Organlsaulonal
Power and Influence" Imperial Collége London - working paper
1973 (unpublished).

*% This terminol
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art . . .
apart from other things, is responsible for discussing strategic

proposals which have already been examined by the Group Planning
Committee. Thus it is the major debating arena and its
recommendations to the Main Board have considerable strength.
This implies that it is at these meetings where the important
central decisions aie made, even though subsequent confirmation

or rejection is still the Main Board's responsibility.

7.12 It was quite impracticable to observe these actual decision
processes directly, but indirect data with the backing of actual
strategic choices does throw considerable light on the nature of
the Chairman's Committee as a decision-making body. 1f, as has
been indicated, each Division maintains an individual value-
system which is different from that of any other Division and dif-
ferent from the 'Group', then strategic choice would be expected

to be specifically hazy. For this situation reflects, on a limited

scale, many of Lindblom's (refs: 19, 21) original postulates:

such as, for example, normatively speaking, planning objectives

are stable. However, the individual value-structures may colour ét
their perception and indeed infuse differing degrees of perceived
importance into those objectives. But that occurs at the most
simple end of the continuum for, in the context of a complicated

strategic choice, many alternatives which reach the Committee will

already satisfy straightforward planning objectives. Thus they

will now be evaluated against a host of both unstable and stable

intangible criteria, of which value-structures play an integral
o

part.

7.13 In such a potential bargaining situation, interchange can

have two major dimensions. The first is between the Divisions and

the Group The second is between Divisions themselves. The
. o — O 1+ - J n ('\'v‘ -
Chairman's Committee 1s & fund-competitive situation wnere there
is a limited supply of funds. Much of the criticism made about
[= ».

. s e the apparent inability of
Delta's strategic planning stemmed from = ¥

N " . . . "
the Group Planning Committee to set out the priorities.
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Thus, implicitly at least, there appeared to be discontent with

the strategic decision-process.

And a need was felt for some

sort of independent 'arbiter', in the sense that these issues
ought to be clarified for decision, rather than in the actual
decision-making itself. When asked about the decision-processes
in the Chairman's Committee, one Divisional Chairman said -

"It is always the loudest and most persuasive voices which get the
funds; really the people who can make the best case. Because
the G.P.C. fails to assess priorities prdperly, we get this
'horse-trading'."” '

7.14 Another Divisional Chairman said - "You say in your
report that we compromise. That's quite true but these compromises
at the Chairman's Committee are really very rough; very ragged
at the edges." Additionally, he went on to discuss the actual
natures of the interchange and pointed out that although some

Divisions differed quite substantially in attitude, there were not

too many instances where one Division actually inhibited another's
case. This was because, he stated, " ... there is perhaps the ' o

feeling that if I argue against your case, what will you do with }

my proposal?"

7.15 Thus it appears that a certain implicit collusion exists

between Divisions. and it is necessary because of a lack of any

stable decision structure. Divisional Chairmen appeared to believe

that the Group Planning Committee superficially examined their

proposals. This may be true but only in a limited sense, for many

proposals are in fact examined in detail by the G.P.C. However,

at the same time it is only 2 'part-time' body without the resources
and it is probably this

for effective and comprehensive analysis

short-coming that effects an unstable decision structure.

7 16 Hence interchange at the Chairman's Committee between

Divisions and Group appears to be significantly greater than between
Divisions themselves. This is also evidenced by the statement of

another top-executive who said - "If a Divisional Chairman tries to
push a proposal through, you know 2 "bulldozing' job, some of the
S! o
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Group m i .
p members of the Committee quite often over-react unrealistically

and in antithesis just to stop the proposal. This is quite unneces-

sary because all we have to say is 'show us your evidence' and

the proposal is shelved for a later and more realistic decision."
Thus, this appears to be the dichotomy. The Divisions, because.
of a lack of stable decision structure, in that priorities are

not afforded to proposals (perhaps because of an aim to maintain
'democracy'), are forced into a bargaining situation which operates
fundamentally between Divisions and Group. The Divisions, there-
fore, agree to a mutual co-existence in the decision-making
process and instead aim to convince the 'Group' members of the

value of their individual strategies.

7.17 A member of the Chairman's Committee did say however -
"Once the decision is made, we cold-bloodedly carry it out.
There is no emotive influence after the final decision in Delta's
case, unlike some I've seen in other companies." This implies
that if the strict finality of a decision 1is the norm, then such
circumstances would tend to make the decision-process even more
critical; hence the pressures within the debating arena would be
increased. However, the statement is not entirely borne out by

other members who believed that there was indeed some retrospective

lobbying and that certain decisions continued to be emotive.

This position must depend on the degree to which the Main Board

exercises its powers of modification and debate. The Main Board,

of course, differs in that several non-executive directors, with
- ’

external perspectives, are introduced onto the scene. However,

several members appeared to hold differing views about what the

board did, or indeed should do, to the Committee's recommendations.
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(I1) The Ripples after the "Purple' Research Report*

7.18 As a result of the research into ‘objectives; and
' . ] 1
planning’' a ("Purple") Research Report, of considerable detail,,

was circulated to all Divisional Chairmen and Group Planning

Committee members in February 1973. It contained an introductory

discussion co i £ ! i i i
concerning the role of 'objectives', an analysis of
the research data. and drew conclusions. The researcher was

careful to back up each inference by one or more quoted views

offered by the respondents.

7.19 The immediate and vigorous reaction which occurred as a
result, almost automatically validated the findings of the study.
The first acknowledgement of the report came from the Group H.Q.
and stated - "Firstly, the paper has created considerable interest
here at Kingsway; obviously it is somewhat controversial but I
am sure it is proving most helpful and stimulating to everyone

concerned with planning."

7.20 However,almost immediately afterwards, it was followed

by a series of letters from Divisional Chairmen. Of these, the 0
majority were favourable and one mentioned the " ...controversial
nature'" of the conclusions. Another found it " ...thought

provoking and stimulating” - and yet another considered that the

study would make a "significant contribution”. Thus, at that

3 s
time, although ‘controversy' had been mentioned several times,

the researcher was unable to explicitly identify the sensitive

topilc.

7.21 Several days later, another letter was received from a

i i z " d your paper with
Divisional Chairman; 1t began ... 1 have read y par

very great interest but I do not suppose you will be surprised to

learn that there are some important parts of it with which I do not

ifi 1 went on ...
agree." After some specific points the letter v

S —
i nbodied in Chapter VI.
This 'Purple' paper 1S5 the one emb




" .

You will not expect me to list the arguments in favour of
divisionalisation of a Group that comprises several quite dis-
tinct businesses, each of which requires different considerations.
But if a Group decides that its best organisational structure is
to divisionalise, then the planning must follow that structure.
The alternative is to centralise everything and then no doubt
planning could be centralised as well, This is an alternative
I reject. A further important point is that I believe that
plans are more effective and will be carried out better with the
enthusiasm of the officers and N.C.0.'s ifithey start from the
bottom and grow upwards, rather than if they are imposed from the

top'”

7.22 Copies of this letter were also sent to members of the
G.P.C. Interestingly enough, the original "Purple’ paper
certainly had not argued for any centralisation, either structurally
or as regards planning. Instead, it had pointed out some short-
comings in decentralised processes and had proposed some fairly
minor modifications. Thus the strength of this particular
response appeared, to the researcher, to be unwarranted. In this
light, the researcher attempted to clarify his proposals and
responded with a fairly lengthy letter, offering to visit and discuss
these issues with the Divisional Chairman concerned. Several days
later a reply was received declining the offer of a visit, but also

maintaining a posture of much less apparent forcefulness. It

also contained the following paragraph ...
"1 agree with your final paragraph that your report has, quite

riehtly, created considerable interest and reaction and you will
(=4 L

be pleased to know that I understand it will be the basis of a

debate between Divisional Chairmen. 1 am sure this debate will

be full of interest and is 1likely to be more productive because it

will be based on your paper."
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7.23 This offers a clue to what the researcher fook to be

an over-reaction to his paper; for the Divisional Chairman con-

cerned was mistaken in his deduction that the newly proposed
Chairman's Conference, (which is due to take place in April 1974

and is to discuss the future of Delta) was a result of the

research study or paper, or would be based on it. The conference
was indeed proposed at about the same time as the paper was circulated
and the paper may or may not have influenced the acceptance of the
idea. But the Divisional Chairman‘s‘driginal and vigorous reaction
to the paper (copied as it was and circulated) was perhaps more

of a response aimed at the 'Group' than the researcher. Thus

it transpired that this might have been an action-example of an
'autonomy supportive mechanism', in promoting vigorous and wide-
spread reaction to any hint of Group intervention or consideration

of the 'centralised-decentralised' issue.

7.24 Indeed, it was also apparent that the 'Group', in a
sense, over—reacted to the perceived or expected Divisional re-
action, for a long silence was maintained about any of the issues
raised by the paper. In later discussions, it seemed as though
the Group faction was being over—-cautious and thus over-estimating
Divisional responses. This discrepancy of perception was in
proven by the researcher's second round of visits

fact fimally

to discuss the paper and its implications. Fundamentally, no

anti-reaction whatsoever Wwas experienced, and indeed the truth

appeared to be quite to the contrary.

the researcher was invited to go down to

7.25 Eventually,
ss the paper with the Group Marketing Director

Group H. to discu
and the Deputy Group Chairman. The meeting displaced some doubts
and clarified some of the issues raised by the research. Sub-

sequently, the researcher was asked to write an appendix to the
- [ “’,

paper setting out his personal views and making recommendations.
t ~ e
This "'Green'' paper forms Appendix (B) to this thesis. The paper

. .
received favourable response from several of the Group Planning

. i rma nd several of the points raised
Committee and the Group Chalrman a




in it were furthe
r followed up. The suggestion that specific

cet bHhe . .
targets be set for each individual Division in order to attempt
+a 5 [ Lo . i
total Group optimisation' was particularly well received and in
fact th

e G.P.C. now carry out this procedure as part 6f the

annual planning cycle. However, it was also interesting to
gt

Ote tha " 1A 124 .
n t this "Green” paper was not circulated to the Divisions.

(v) Conclusions

7.26 Thus the total process of reaction and.interaction may

be split into several discrete phases as schematically shown by

Figure (16).

(i) Circulation of the research paper by researcher to
both 'Group' and 'Divisions’.
(ii) Divisional reaction, and Group acknowledgemen
(iii) Interaction between Group and researcher, and
response by researcher to Divisions.
(iv) Interaction between researcher and Divisions, and

the researcher's response to Group feedback.

7.27 1t is interesting to note that the flow of information

between Division and Group Wwas apparently slignt. Indeed 1n

many instances it could be argued that the relevant communication

passed through the researcher as a channel. This tends to

LU SN 4y
reinforce the inference that there was SOLe misinterpretation

2 and indeesd relevant
of the initial data, of subsequent responses,

expectations, on the part of both sides. It also demonstrates

- ¥
o . v Ny pportive mechanlsms .
the effectiveness of Tautonony supp

- o8 Finally, 2s recards the visits toO Divisional Chalrmen,
{.4 r ) =1

hifting tances
it was apparent that there was a degree of snifting of stzanc
C W2 Dalrl sie
- o~ s
in issues Wnhether because of unstable goal STrucCtures
on certain 1ssues. 1
¥ individuals

o

ti ! ttitudes fostered
or sheer pragmatlisd, certain &

isi yther.
-4 sod T ne visit 1O anoine
perceptively changed Irom o

were not necessarily relevant toO

1 T
topics, it musSt be poxnted out,

i t 1 i nferrad that this P!
hence 1t cannot D€ inferresd a2t e
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it seemad z2s thouwo - .
though the nature orf specific decision-processes which

had taken place at i ;
pi ¢ the Chairman's Committee had effected a change

. ftitude .

in attitude. Furthermore, it appeared tnat these changes were
eciTi v

specifically caused by some 'assertation and counter-assertation'

mechanism and that having made what might have been considered
a balancing gesture, the dissonance created as a result forced a
shift 1in stance. Such turbulance undoubtedly greatly increases

the complexity of a strategic decision-process.

Chapter Summary

Th

[0}

chapter analysed the behavioural responses of Delta's

top—mana

0q

ement to research papers produced in the second major
research phase. It provides an ‘'anatomy' of Delta with respect

to values and attitudes within the decentralised structure, and
outlines the workings of the strategic choice-process in the
context of the Chairman's Committee. The reaction to the
research reports and their proposals and the subseguent interaction

between the researcher and the company is also analysed.




CHAPTER VIII

Introduction 1o the theoretical 'self-concept' of

an orcanisaticn — methodology for its assessment -
&1 oo *
analysis of the resulis - ¢

onclusgions and validation,

introduces the thecretical 'self-concept’

of an organisation and outlines a methodology for its

diroct assessment and indirect validation. Delta's

is analysed in this way and profiled
seainst strategic development. Some validation of the
oA Ay N - 5

construct also takes place. Conclusions are drawn.



CHAPTER VITT:  ANATLYS
CoYithr  ANATYSTS o OF The -S“]' F“C)’\Tt‘]“‘{‘

8 ] H(*Cdp o of "
.1 i A et 5 . .
the apparent influence on strategic choice

of the value-systems percolating through Delta, it was proposed
that an attempt should be made to establish some theorctical con-
struct rejevant to value~influenced decisions. The preomising
results of the exploration into organisaticnal values and
corporate objectives implied that a closer investigation of the

[,

origins of these value-systems might be further illuminating.

v

¢ - - T 3m S 3 . . . .
8.2 VWhen examining the feasibility of various alternative

ATt e f Adove mont  for T4 3 4 1 3
patterns of development for Delta, it was considered important to

take full account of the possible influence of what may be called

. FECN Y Y e IRE I o4 . .

the "Self-Concept’s cof the organisation (similar to Chamberlain's
N o 4 rrn o O 2 S . s s
Strategy-Scet' - see ref: 120). Tep management within an

croanisation appear to have quite distinct views about what sort

of busincss they would or would not like tc be in and its methods

of operation. Fven if a chosen strategy fully satisfies all the

objective planning criteria, it may still be rejected by top

executives hecause 1t
the concept of the organisation as they view it. Indeed, there 1s

absolutely nothing wrong with such constraints being imposed since

strategic developmnent might only be successful if, apart {from the

3

more orthodox aspects of physical synergy, there is also the beljef

(308

t to carry such growth through to maturation.

3 3 Ilence the organisational ‘Self-Concept' can bhe accepted
as a theoretical structure representing

asaant iall ¥ Over an & bove

d e = e ) 3 e -1 TQ AT
Naturally enough, in the context of strategic cholce, the 'Seli-Con

cept’ of the organisation as exnib
R el f A ha Anta ihle criteri
will tend to determing many of the intangible criteria affe ng

selection.

"

df-consiscency
~,-:ncd\tv.

analogous

P

e ay

Troyesly !
LOUD

is neither acceptable to, nor consistent with,

the actual personal valiues £ its menmbers.

pited by the top-management structure



The underlying premi se,

therefore, is that by identifying such

influences and b Ted e 4 .

& neoRy making them explicit, one may introduce a more
stable de 5 - " e 4
. Cision-structure to the process. Implicit in this state-

ment is that oie should not G e R .
1d not purposefully ignore these unquantifiables,

as has beon Liv case witl .
(as s been Lo case with most normative planning approaches) but

o

should instead ao
a basis for more successful strategy formulation. For, on the one
Yoy o - oy b P - 2 B IR . - . .

hand, iddentifying the criteria will 1limit the range of acceptable
strateglic choice and, on the other, it will theorctically select
those alternatives which can expect to receive total and concerted

support through their development.

8.4 Uence, as has been implicd by Selznick (ref: 117), each
individual Jjoining the top-management structure would tend to con-

¥

form to and assimilate some of the historical ‘character' of the

company; whilst by infusion of his values, simultaneously effect
some slight modification to that ‘character’. The ways in which

top-manazenent perceive the company ' s ‘cheracter' is therefore the
"Self-Concept’ of the organisation. Hence such a construct becomes
the mediuwn through which value-intluenced strategic choice is made.
Strategic development has, theoretically, to be consistent with the
organisational "Self-Concept' if dissonance is to be avoided. Thus

is considered to be quite distinct from economic or

this concept
synergic choice criteria,
ion of a decision may enshroud it in many ways.

r that in many cases analytically viable

8. Tt would appeé

[@a}

strategic plans have been app

modified by a board of directors.= Thus it can be postulated that

stormination of limits of ’acceptability' of plans generated wi

CHRGE)

cgic framevork could be an important pre-regquisite to a

although parhaps retros ctive rationalisat

arently irrationally rejected or heavily

1VE ;oano R ;. . ..
tively andg positively pursue them in order to establish

th—

("e\’ani') le of
of tnc US“ of «

mter-based corporate planning
] ‘o often rejocted or
distinguishes the rele-

ma e

o not Tprograpmable’,

JSL‘ Are Manacers veally
- 253 icy 972

this phenomenon has been provided by Hall,
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soundly ba

xd system, i +
n other word RN N
cher words, strategic plans must be
():'} iz ~osel T . .
leveloped in sympathy with the final filter for +those nlans
S e < plans,
Naturally onougs TP PO .
N ocugh, the area of Investigation is full of difficulties
The 'Scelf-Concept’ mav mes
! Sclf-Concept’ may perpetrate its influence in UNCORSCLOUS &S

wall as consclo

the clues to its configuration are likely

to be quitle intangible. Thus any att

0]

mpt to explore these
criteria must tend to be circumstantially oricntated and should

2 nd should,
ideally, be tested againstactual decision-making processes and

thoir outconcs,

o

(11) Methodology

8.6 In terms of a methodology there are ftwo immediate variables
which, in theory, ought to form the basis for an investigation.

The first is an analytical examination of the historical cvolution of

the company and the various ‘metamorphoses' through which it has
daveloped. in this way,a steady evolution of 'Self-Concept' in

operational form (i.e. the final influence it has brought to bear

during actual decision- processes) may be mapped. The sccond 1s

the relevant changes in top-management structure, as members join

and lecave tThoe company 1t may also be important to investi L gate the

frames of reference of joining members since, for example

AL 23

previous

ieinal industrial sector and style of operation may well

continue to influence their views.,

these are only two minor paths of investigation.,

~ - ) .,1--' = -
A methodology is still required to assess the ‘Self-Cencept’ in a

more direct and les s circumstantial context. For what is really
. . PRI Lt - dmn ot e (e i
being analysed is the 'viability' of strategic ¢ development. This
in a sense probably decreases the complexity

filter of acceptance

K i - e 3 4 mAa - 1 WL N ~o + PR I =
of the orihodox cevaluative task, as it may allow a greater depth
wamination of chosen policies. The true 'optimum’ policy

f£iym is thus taken to be that wihich

to the oex
for ctrategic development of the
subjective and objective conlexts.

g - e
Lability’, within both

i found, then the 1

T¢ no such opbtimn 1S

undergo a fundamental ve-orientation



5.8 he met) .
5.8 The methodology chosen for the dirvect assessment of the

of Delta's AN S 4 ey - p
elta’s organisational 'Self-Concept' was once again

waracteor B by o ¢ - n . . ' N .
ch ised by a series of structured in-depth interviews.

3G eV S o sSuccess £ 118 recesyreh o4 : 5 ]
The previous success of this research posture obviously influenced

the choice, T nadent [N - N 3 B ;
the choic Respondents were not explicitly aware of the theoret-
ical construct undzr test in order to precludes, as far as was
possible, the influences of experimental ‘sect'. Hence Divisional

Chairmen end Group Planning Committee members were asked for their
general views on the future of Delta and their personal attitudes

concorning a seyies of strategic proposals. In this way, K ths

, in certain respects, simualated a decision and choice of
strategy situation; but without a group context and without the
pressures of information aboutl such a decision.

8.9 This sccond interview was structured into open-ended
response guestions and clesed response questions. In addition, each

respondont was to an orientating sequence of coincidental

o as to offer a common background and degree

guestions about

of awarcness for the sample. This took place between the two major
phasces. The important phases of tie intorview were as follows:

(1) The top-executives vere all asked fTor their personal

opinions about what Delta ought to become and how they

would like to sce the Group develop. This open-—-ended
part thus allowed ecach of the decision-makers To express

the perspectives, taske or goals seen as mest relevant

. £ s T T k1
o him, (This section acted as something of a Tollow-on

from the previous sel of interviews).

7 S ma oYM 1N
(oY The scocond important secetion asked top management to
(27 The S0« 8
o . R
> 1ate {(on a five-point scalce) a series oi possible
R, it WL

for Delta and to give

rnatives, after the orientalting scgu2nce

L4

s Ay . avantitative ter
cvaluated in 1oo3cly guantitative texr

ratings. In this way, the acceptablility
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the top-managenent 'Self-Conces pt!
Ssolardc (;\db Mis vieht

pola This wight

a change in the top-management struct
infiux of a number of executives ne

the data

analysed in the context

s A e . e £
relatively significant factors appear
S etur Y | R P I SN
picture of a "Self-Concept’ determ
strategic development, it may, howeve
it to bhe constructed of two distinct
(a) Organisational style
(b) Dusiness consistency

I

8.11 'Organisational style' can

fmethods® of development. Thus a co

characterise the reliable solid iusti

an ‘organisational style' which would
cxample., A firm which saw itself as
organisation the other hand, migh

, on

e postulate, therefore,

which are consistent with the ‘o

of their 'Self-Concept’. Inconsiste

degree of digsonance, resulting in di
on the other hand can be defined as t
t A company which

development itself.

. 4-TA et PR 43y
producer may not sympathise with the

confectionery, despite obvious possib

in Delta Was,

well have been expected since in

iining

is that organi

analysis tended to imply that

1

in fact, mildly

3

recent years

ure has taken place with the
7 to the company. Thus, when

of these two groupings, certain

ed, developing the broad

the acceptability of

r, first be helpful te consider

omponents: -

he defined as the acceptable

mpany which secs itself to

tution would probably assimilate

preclu

a small financially dynamic

t nol be thus constrained.

setions tend to behave in

rganisational style' component

nt hehaviour would producc a
scomfort. 'Business consistency'’

he acceptability of the actual
regards itself as a sugar

view that it ought to manuflacture

le advantages of integration.

lack of sympathy, it is postulated, arises from an apparent
husiness inconsistency as regards the 'Self-Concept’ - (a retail
mavket as against agricultural production; the manufacture of toffees
as against wrum).  ience logical synergistic opportunities may well
be rejected. And pevhaps 1t may pe true to say that many sophisticated
corporate planning departments employing advanced computer techniques
often fail to realisc their ntial because thoev either under-
cstimate . fail to recognise, many of the intangibles so
critical to the acceptance and successiul implementation of specific



strategies

8.12 The 1 e

esponses velating to the 'organisational style’

iponent of the 'Self-Conc . .
component ol the 'Self-Concept' in Delta did not, in fact, show

b
P e - o Sy e -
any marked polarisation. Both the groups apparently strongly
idontified with o . e .
identified w similar styles of behaviour and it became clear

-that Delt - T4 o o . N
that Delta saw itself as a reliable, sound, reputable company,

Thus , generally speaking the following parameters outline the methods

o

of development considered as acceptable to Delta

(a) -~ in wanufacturing processcs - the importance of

being a "thingz maker' was apparent.

(b) - being sound and reputable in operation - such
things as asset-stiripping or redundancy situations
were frowned upon.

2

(¢) =~ demceracy in the implementation of policies and
managerial control was considered to be important.

(d) =~ active and reputable interaction with external
"stalkeholder® groups and a generally oﬁen approach
were both seen to be desirable.

(e¢) =~ a belief in internal organic development and
innovation was present.

(f) - some long-term considerations concerning the company’
high standards of behaviour and contribution to society

in general were also illustrated.

3 13 Hence these parameters indicate commonly acknowledged modes
of behaviour for the company and thus essentially-place -constraints on
possible strategic opportunities;, if the code had to be infringed as

PR - . o cse consiraining factor
a result. indeecd, 1t 1S probable that these consiraining factors

are. in reality, flexible. But Delta has historically maintained
AN L1

. Te ~ 7 nclude that they are in fact
these high standards. Hence one may concilu N !

s heen implied by the empirical. survey

T As stated previously, this ha .
by Hall cee Hall, W.K. "Strategic Planning Models:
conducted by Hall. see L1, ; »

N Useful?" Journal of Business

LA
Policy



‘operable’ rather th Fet At '
t ather than just abstract ideclogy. Interestingly,
- RO pE

the references to 'internal i i
¢ to ‘internal innovation' and ‘organic growth' con-
ey o e R . w7 A1 Y -
trast sharply with the company's histecrical .vecord, which is
T ~d, ;
1omt ¢ el alm T entd re
dominated almost entirely by an acquisitional growth pattern.

Indeed, this is o critics : :
s t5 15 one criticism which has often been levelled at the

2y s TInvy - i SN 1 ~
Irou he T )
= p Dy the "City’, fhus, perhaps, the contrast may reflect some

—

Ty Ty 4 B e N - 3
slight modification of the 'Self-Concept' due to the influx of new

members to the top-management structure.

Ao et 3o P .
8.14 As evidence of this analysis of ‘organisational style',

o4~ £ "~ 7y o o\ ol iy e = = o

the following statements, recorded ad verbatim, were some of the

A € oy o N I ; . N
responses offered to the open-ended guestions concerning the

e T ¥ oy 7 o -
respondent s personal views of what the company should be and how

it should develop.

(i) ... a good employer helping civilisation in the broadest
sense.
(i) " producing things and remaining financially viable.."

v e o«

{(iii) "... having City respect, being market leaders with lots

ER? " s A

of organic growth,

(iv) "... an efficient company, internally developed .."
(v) "... enterprising, innovative, a reputation for growth ’
and integrity and a good employer o
(vi) ... reliable but alsc thrusting.."
(vii) '"... people-orientated, with job satisfaction and adaptive."
(viii) "... a sound company with a good reputation everywhere,"
(ix) "... conformist with a bit of flair."”
() ... less conservative, lively, cohesive; and willing

to accept more risk.”




With refe rence f 3. 1 . ; 5 ;
‘ence to the ‘business consistency' component

ol Delta's'Selfuramammdt )
: s'3elf-Concept however, certain differences began to

W

el v

thin the opsn-endeq phase of the research, the following
chavacteristics were frequently mentioned:-

(a) Multi-nztional but non-conglomerate

(m Fngircering, technology and metals

(c¢) Semi-manufactures integrated with

logical product-groups.

Howcver, within that structure, original members and new menmbers
appeared to lay differing degrees of stress on specific characteristics.
And it scemed probable that there were minor differences in attitude.

1f this is indeed the case, then it can be postulated that the

acceptability of strategic alternatives with reference to 'business

consistency' would fall into three discrete areas in the context of

polarity. The first would be total acceptance because the

alternative fell within the area of overliap between two poles.
The second would be where the alternative fell in the “grey™ area -
in the case of one group fully accepting i1t and having to persuad

the other group from partial to full acceptance. The third would

3L

2 total rejection because the alternative fell into decision«space

outside the limits of acceptability of either group, or outside the

persuadable limit of one group. These areas are schematically

represented by figure (17).

8. 16 In the case of the closed gquestion, where respondents were
asked to assess the desirability of a series of strategic alternatives

of total or partial ignorance), this apparently

. . ; N P O
minor polarisation bzcame clearer. The following table offers a

summary of the main findings.




CONCEPTUAL POLARISATION OF THE 'SELF-CONCEPT'

shown by the
together

rey area' is
ted spaces which,

th the area of overlap, form

he total concensus 'self-concept'




Table .T

Lop management who db“/‘f)lo’pe‘
C

largely within the

Top management who - joined the
company from outside

1. Copper based semi-manufacture s

scen as an important and

integral part of Delta -~ the

"soul' - the 'origins'.
2, ¥irmly committed to

'engineering' as a broad

strategic posture for Delta,

3. More entrepreneurial with

respect to the really diverse

alternatives suggested.

4, '"Copper' orientated ~ reject

aluminium and consider

blastics only as a hedge

—

&

against substitation.
5. Generally closer and more

consistent responses.

Semi-manufacture s seen as only

relatively important - much more

flexible to suggestions of di-
vestment.

Much less committed to
‘engineering'.

.

Less entrepreneurial - show the

need for consistency in strategic

development,

Less 'copper' orientated - more

amenable to aluminium and actively

interested in plastics.

Responses more diverse and wider

ranging.

8,17 Basically the top-management structure of Delta can bhe

split into these two equal groups;

thus the mild polarisation

should be a balanced one. But no aliowances can be made for the
weightines gmiven to the views of any individual, The 'Self-Concept’
veightings g

apparently dominant

for some time Ccel

evolution of the Group. This 1s,

Delta's strategic policy ol ex
manufactures
the 'semis' as
of a suggested divestment.

apparent need to have manuia

. 4 e
and the ‘engineering profile.

panding by acquiring end-users of

Delta's origin and the accompanying strong rejection

These valucs also relate well to.the

within members who had been with the company
rtainly seemed to relate well to the historical

in itself, some sort of validation,

is accurately reflected in the importance afforded to

facturing processes which dezl with copper,

semis-




8.18 . ey ot L
In contrast, the newer members of the structure do not

seem to be so strongly committed to the semi~-manufacturing
philosophy, and neither are they to 'copper' as an operating
material, The interesting factor that was implied by the data

was that the newer members did, at the same time, regard it as
important to maintain some 'logical thread' within Delta's

expansion; whereas the former group appeared to be actively
interested in certain quite diverse proposals, These hints of
entrepreneurship, whether real or imaginary, are not, however, neces-
sarily incompatible with the importance attributed to the fairly

narrow copper/engineering/semis posture,

8.19 These points can be illustrated by the following detailed
analysis of the evaluations made. It must he emphasised, however,
that any tests of significance in the statistical sense would be
quite meaningless because of the limited sample size. Accepting

this, an attempt was made to set out relatively arbitary thresholds

of behavioural 'distinction'* and these were taken as units cf 0.5

between the means of the two groups. This would allow ‘accidental!
ratings of plus or minus one point (out of the five point scale) for
at least two members (out of the six per sample) before 'distinction’

could be registered. The five point scale contained a "possible"

equivalent to '3' and categories of ‘good, very good' (4, 5) and

"had, very bad' (2, 1) either side. The results, as set out in
Table 11, were also mapped diagramatically. Figure (18) quite

clearly denotes the polarisation. It can be seen that the most

l - i 'l Ay g . L ! S e
‘distinctive' responses were gilven to the importance of the 'Semis
engineering' posture. (top of Figure (18)). However, a multi-
ha ] e D L s

vector plot of the mean responges given tc all the closed guestions

. oo I - IR _ Nt ] ctweer [ - - P D
also implies 2 slgnlilcant polarisation bhetween the two groups.

i R, .t similar to Argyris' concept
These arc, in certain Lespecfﬁz‘«lmllﬂl SO ATEYriS S concept of
. - See Argyris C. (ref: 1797,

al significance”
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Alternative policy sugge

ions (mean)

New

-members
evaluat—

ions{(mean)

Distine~ Mean

of

total
sample

divestment of ‘semis?

into hesavy engineering
into light iron-founding
into furniture manufacture
into service industries

evelop more into distrib-
ution

manufacture ol lamp posts
into engineexring plastics
into domestic holloware
out of engineering
priority to electricals

priority to building
products

into higher technology

supply the transport
industries

into copper mining

more aluminium fabrication

into light mechanical engin-

eecring

b s t

re~equip ‘'semis' industries

= NN L N
[S2 BN BN [0 BN

W

W

3.2
1

2.40
1.90
2.15
1.95
2.35

3.35
2,00
4,15
2.20
1.95
2,90

L N
o]
w

o
D
n

2.95
2.75
1.85

3.40
2.85

basis of the

mean values) the pictur

8.20 The apparent difference between the means of the two groups

Ce halvsi i 1ta i erforme
cleatr. However, if the analysis of the data is p rformed on

e bhecomes even clearer,

natives, is fairly

Che

nost freguent response within each group, (as against




Table TI1I

Alternative policy suggested Original Members New Members
1. divestment of'semis? 1+ 2 4
2. intoc heavy cengineering 2 1
3. into light iron-~founding 2 1+ 3
4. into furniture manufacture 1+ 2 1
5, into service industries 3 2
G. develop into distribution 3+ 4 2
7. manufacture of lamp posts 1+ 2 2
8. into c¢ngineering plastics 4 5
9. into domestic holloware 2 2 .

10. out of engineering 1 1
11, priority to electricals 2 2 4+ 4
12, priority to building products 2. 2
13. into higher technology 4 2 + 4
14. supply the transport

industries 2 4
15, into copper mining 3+ 4 2.+ 3
16. more aluminium fabrication 1+ 2 3
17. into light mechanical

engineering 3+ 4 3
18. to re-equip 'semis’ 4 1+ 2

The polarisaticn with regard to the gquestion of divestment or re-

1 =2 - TS a j.d(,tu ring TOCesses 1in D(/ )1 ta 1)9 com=s aI )I )y e j ¥
cguLrpmen O](_ seml—nm nu f=) rentdn
AL g B . 2 & 3

more marked Also implied is the disagreement within the total
nore max by Al

sanple about the proposal to enter copper mining. But on many

. ‘ 43 van Vatwoc e
other issues the groups appear to close the gap Letween theix

attitudes.




(IV) Conclusions

8.2 1lowing . She d9Fes s .
5.21 Allowing for all the difficulties of semantics, and.of
differing degrees of awareness (withis 3

128 g T oaw 12ss (within the sample) and knowledge of

the spocific proposals made, there ave still fairly significant

signs which indicate that the profiles of the 'Self-Concept’
held by thsse member groups are slightly different. That is

e 4y @ - . o Y3 g . . 3 .
not to say they are conflicting (except on the "semis’™ issue perhaps),

b

but some difference, nevertheless, apparently exists. Naturally

enough, such conditions may produce the significant advantages of

k=l

a more ‘'balanced' appraisal of strategic alternatives. But the
"Self-Concept', whether mildly polarised or not, does offer a
realistic basis upon which strategy can be evaluated according to
its acceptability. Hence it is now possible to investigate the
compatibility of the strategic alternatives generated by the

. . . - - o t .
ecolozical ‘overview' with the organlsatlonal'Seli-Concept as it

=]
stands. In this way one may avoid any dissonance or organisational

disequilibrium which might have resulted, had they been realistically

implementable.

8.22 Before that can be done, however, it 1s important that
some sort of validation of the'Self-Concept’ as profiled by. the
research, be attempted. One mathod would bhe to observe actual
decision-processes taking place within the context of a real 1ssue,
in order to identify the operational influence of these values on
What the research performed was really a sim-
ulation of a strategic decision-process; On an individual rather
than group bhasis. However, observation of real group decision-
processes was impracticable, mostly because of aspects of con-

N K ¥ -
fidentiality and also hecause an experimental ‘set’ (due to the

AR 3 PR 9 he 1 - luce ONRCE less - y
presence of a third party) would be introduced. Hence, unless the

. . . ) £ e e IS AR _x";?g,"”? ,1* P - ,1;‘ . ra
observer was a participant, evidence of the operational aspects of

L SR 1lac Add 1 tione :
the theoretical construct is difficult to collect. Additionally

any attempt to do this would have been inconsistent witih the chosen
alny ALV b - :

B J Y ATAET srati C aevme (1 ek A
nerapective of a nypothetical 'pilanner’ operating at some distance.
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3.23 A bat er, 11 more indirect, method would be to match the

"Self~Concept' profi )
eti-toncept” profile - even ignoring any polarisation - with

aclual stratecic dov . 3.

actual strategic development which has taken place, It has already
Ty ey ) e Y e 41 " . .o ) . :

been suggested that the historical evolution of Delta up to 1967

rellects e apnarent 'Self- - .
¢ cts the apparent 'Self-Concept' of the original members'

T ou FTalirly welld T )

group fairly well, The philosophy of the development of businesses
vhoh iste) Soamy —mani: o - 2 N

which use semi-manufactures, which were essentially ‘'engineers',

and which also process copper and its alloys, was very marked.

It may indeed be true to say that the areas of scanning for
acqguisitions were ‘exclusively those where copper was used in socme
way. As one of the newer Divisional Chairmen stated, "They've
always called it diversification but looking back on Delta's growth
it's always been copper and more copper. Why,even the acquisition

of the Electricals Division really started because the industry

used copper. It's been chasing tonnages, even though our electricals
don't usce very much."” In addition, a number of small and diverse

peripheral companies were acquired and this illustrates the

=

'entreprencurship’ of the original embers' group, as suggested in

the 'Self-Concept tanalysis, very well.

8,24 However, since the influx of new members to the group
freom outside, certain specific changes appear to have occurred,
A number of acquisitions which might not have been previously .con-

have beon effected.* But most significantly, the business

sidered,

philesophy of Delta and subsequent self-description has re-orientated

itself away from the “semis" basce towards a broader range ol

. - . PR g S G- ey - L
businesses which are not necessarily vertically integrated. At the

same time, it was also apparent during the rescarch that excesslive
* ~ hadudad

hel y - ’ Shal -t > e - o
emphasis was placed on Deltz bheing ''mon—-conglomerate’, cven though

with its wide diversity of prcducts such a description could be quite

feagsible.

% . - i PR - ) ey Y e o
Carter,.in an interesting empirical study of.& fivrm S‘$t¢aigg1?\
bhehaviour, indicated that acguisiticns especially, reflected (in

PR £ Yo e d At ool ve Qo r ¥
this instance) the personality of the CQ1?¢ wi?ﬁuul\é.‘ See .
tTihe Behavioural Theory of the Firm and Top~Level

e .
Carter, B.E. ‘ ix )
; " Admin. Sc. Q. 16,3 (1971) paL3

I
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8.25 Most of this

circumstantial evidence, together with even
less tangil avidoence o
angible evidence collected through the research, tends to

cubstantiatoe the C oy . N R

substantiate the sort of mildly polarised 'Self-Concept' implied
by the data i joli s o - .

N data, In adadrtion, discussion of these results with some

of the top-menagement of Delta did not produce any significant

contradiction. The potential valiue of seif-illiumination with

S ey ey sy N - . 5 o~ . .
regard to a pre-disposition of attitude to certain strategic areas

has still to be evaluated. But, in reality, it may well be of some
importance. It would also have hsen interesting to take the research

approach and susbseqguent analysis down to the individual Divisional

level. It is, indeed, h

¢hly probable that each Division would

4

maintain stightly different 'Self-Concepts' relating to their value-

structures llowever, because of the limitations of time and
Ay P g @ Y ~a . tut such ¢ syan t1ion av provide
rosources this was not possible; but such an amination may provid

a fTruitful "follow-on' as a research avea.

Chapter Summary

The chapter introduced the idea of the company having an

orgonisational 'Self-Conce ept’ which determined how it viewed
. . 1 i .
itself, and provided consistency of growth. The fSelf-Concept

therefore dGenoted the acceptability of strategic plans (i.e. the
"viability' of plans) and related to value-structures within the
top-management area. A methodology for the direct assessment of
the 'Seif-Concept' and its subsequent validation, was proposed,
The results of the analysis of Delta‘s apparent‘Self~Concept’and

the evidence suggesting some polarisation were presented.




CHAPTIER IX

Contents

Compatibility of values and policies - strategilc
‘objective' policies are evaluated against values
- conclusions and selection procedure.

The chapter attempts to marry the value~free policies
generated by the "ecological' methodology with the

organisational ‘self- concept'. A selection procedure
which accommodates values as well as other criteria
is proposed. Fach of the policies. is subjected to the

nrocedure and evaluated,. Conclusions are drawn.
I




COMPATIBILITY OF POLICIES AND VALUES

Introduction

I A AP NSO 4 4o T N din BT
Seli-Concept’ in Delta, it is now rea
and practi

‘objective!

on the selected strategies.

orcanisation will cithe

become central features of some
logical obJ

Additionally,
explicit advantages to t

1ge]f-Concept’, (should

Having researched the organ

feasibility of

cal the polic
(

ecological) overview,

in figure

ideally pose the following questions:-

Can the policy be accommoda
of the organisation?
management?)

Is the policy feasible in a
(i.e, - will it work in the
Will the policy satisfy the

(i.e. - will it generate

reqguirements of shareholders

The tendency

more detailed with each stratum until at

These policies

ted within the

practical objective

vould be for the

Within the

ational values and
sonable to examine the real

ies generated by the

can be sub-

A A 8 Gt e PO .
jected to a sequence of filter mechanisms, as illustrated by the

(19) and the evaluating strata weuld thus

'Self-Concept’

(i.e. is it acceptable to top-

context?

real world?).

analysis to become more and
1ast the process 'homes-in'

structure there are also

loops so that if policies failed to be accommodated within

~Concept' then alternative po
hocome
<

1£-Concept’

postulate

impossible for any strategy to

would have to undergo som3 pig:

licies would be generated.

satisfy the filters,

¥ tend to go into . a state of decline

ed that the organisational tSeif-Concept’ is a.

+ within the system and asserts a significant

component WL

ctives for strategic de

The policieS'which do pass through would
overall planning
selopment could be deduced.
it may also be that a ais

might effect a reorie

then
fgoal'®, from which
onant policy offering

ntation

irly radical change.
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6.3

In this way eac £ ¢ :
3 way each of these policies, as previously .outlined
and as described ii ctail i :
and as described in detail in Appendix (A}, can be followed through
- =Y

the process Howave certain
cLne ¥ MEISTSIN Howeverr arta f +he 3 3 3
; tain of the specific considerations

relating to filter (3) - (the actual planning constraints) - cannot
be developzad adequately enough within the scope of this research.

It is true that, conceptually at least, these constraints have been
outlined and illustrated but the detailed analysis relating each of

the proposed policies has not been carried out,

(11) DBvaluation of Strategic Policies

Policy (1) Development of a Service and Distribution Division

6.4 This policy did not completely satisfy Delta's 'Self-

Concepl' for, although it was logically deduced and characterised

a coherent growth opportunity, certain of Deltas top-management

e 1

felt that it was - '"too near the market place . Thus ‘distribution'

as such implied some sort of 'trading activity' which was not

entirely sympathetic to Delta's ethos. In addition, the concept

of Delta entering into service industries was not widely favoured.
Nevertheless,considering all, 1t would still be fair to say that
this strategic policy could be broadly acceptable to (i f not entirely

consistent with) the 'ge1f-Concept' of the Group, because of its

relovance to the company's product-mix. For this reason it shall

pass through.

6.5 The practical feasipility of such a move has quite a

dif ferent texture. Delta's products are widely distributed through

-~ . 1 N 2B~ 3 Syt § > 4~ " i
electrical wholesalers, builder's merchants and a variety of stoeckists.

W] i 1 1 a ;o1 1o s A C .
These firms are closely associated and in many instances also con

o 1 N B 1 .- ~ REIE Py - e -
centrated. Thus any development by Delta into the sphere of dis

tyibution would probably bring about rapid retribution; in that the
= . meveotte smbey firms. It is
company's products would be boycotted by member firms 1t 18

olicy would probably have as many disadva

e T
$

estimated that such & P

. ~ A a fe oy - +hea e Figa
as advantages and thus it is for present rejected on the grounds

. . - e ¥
of practical ‘nonwlea51b111ti .




6.6

YD et e B a an ! ,r
Distribution' was also preferentially proposed for

Delta's Luropean de pment i e s
t pean development, In this instance, the powers of

association within the distributive trades are much less obvious

and, assuming that a suitable company could be acquired, then
the policy is feasible.* It was also stated that Delta ought
not to invest in manufacturing activities in Europe except in
specilal circumstances., It seems, however, that in terms of market-
ing requirements,locally manufactured products do have significant
advantages, And as well as this, it can be argued that the com-—
pany needs early experience in running a comprehensive 'Buropean’
husiness, Thus longer-term considerations favour the acquisition
of various manufacturing bases. Under these circumstances it 1s
obvious that the choice of 'distribution' as against "manufacturing’
in Burope = as implied by the strategic overview - 1s by no means
cleavr—-cut.

Policy (2) Development into ‘counter-cyclical® consumer

aurables manufacturing

6.7 As might have been expected this policy was quickly
rejected and as such could not apparently be accomnodated. within the

'Self~Concept’. Whilst the problem of the cyclical earnings trends

1IN
of the semi-manufacturing sctivities is well recognised within. the

3 s N R - k] 25 PR
Group, top-management proposed that it should be 'dampened' by the

development into higher-value added products, rather than actually

r 3 ~ s Aot o Y S e 5 S P
counter~balanced. It was considered that the manufacture of con
1t

-~ and discussion

as ae e

sumer durables was not cur HusinessS ..

indicated that the majority of top~ma
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etic. In analysis, it seemed clear that whilst the 'Self-~Concept

could possibly expand its scope of acceptability to sub-contracting

work for consumer durables, the actual produstion and marketing .of

such products remained firmly outside.

*

nagement appeared to be unsympath-

legal structures of most European companies -
acquisitional growth in this context



Policy (3 Yeve ST ~
v _{3) Development into engineering plastics

6.8 This policy perhaps be: Lo o

.policy perhaps best demonstrated the mild polarisat-
3 vf the 'Sclf- - .
ion of the "self-Concept' asindicated by the research To a

nuinber of top-management in Delta, the policy was considered sound

ard e cibhle - - .
and sensible and one to be actively pursued. It was not sympath
Ee ° E o LIl
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etically recoived by others but was instead reluctantly accepted

as a passive hedge against the potential loss of traditional
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business, We will be forced into it" - said one Divisional
Chairman; and his views were also reflected by others, Thus it

may he postulated that, in this one instance, evidence was avail-
able to suggest that some minor re-orientation of one ‘pole' of
Ny A t (S . . N .
Delta's 'Self-Concept' had taken place; and the firm commitment

to ‘copper’ had at the same time lessened slightly.

6.9 Broadly, one could conclude that this strategic peclicy
had satisfied its first set of evaluative criteria. In terms of
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