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ABSTRACT

This investigation has three purposes which are described in the
following: The first was to explore the concept of strategy-making
as a major discipline within the field of strategic management.
The enquiry describes how the analytical concepts, models and
techniques of strategy-making were developed and assesses whether
or not the essential elements of this discipline can be used to
stimilate inmnovation. '

In the literature review phase, this investigation reviewed some of
the main arguments on strategy-making that have been put forward
depending on three factors: whether or not they were advocates of a
broad or a narrow goal-setting process; whether they believed that
strategy is best formed deliberately or by a pattern of incremental
decisions; and whether the approaches for strategy formulation were
determined as being either ratiomal-analytical, intuitive-emotiomal
or behavioural-political. The enquiry concluded with a summary of
the lessons gained from the ancient and military concepts of
strategy and the development of a Table charting the evolutionary
changes of business strategy into the field of strategic management
during the past ninety years.

The second purpose of the study was to conduct an empirical
investigation among 190 responding firms in Scotland as to how
they stimulate inmnovation. The sample is divided into two groups:
those users of a formal strategy to imnovate and non—users. By
this grouping, the investigation compares the elements of
imovation used by both groups within the domestic firms of
Scotland, and from internationals firms of North America, and



Other Overseas firms as well as those companies from the other
parts of the United Kingdom . ‘

The third purpose was to link the essential elements found in
strategy-making with 83 elements used by managers in Scotland which
stimulate innovation. To ‘this purpose, a typology of seven
technological strategies was developed and an explanation as to how
they differ by their strategic focus.

Overall, the investigation was designed to fill a gap in the
literature linking the elements of strategy-making to the elements
of imnovation. It provides a catalogue of empirical evidence of
those factors used by managers within Scotland and analyses a band
of small, medium and large firms, creating a representative and
stratified sample rather than focussing on one firm or a few
-industries. In addition to a ranking of 36 firms found to be the
most immovative, it provides a set of implications for further
research, a glossary of terms, and a series of hypothesises.



THE GUIDE TO HOW THE STUDY IS ORGANISED

In addition to the Table of Contents outlining each chapter and its
paragraphs, the material in the study is organised in the following
six ways:

1. There are two distinct and separate sections: the enquiry
into the field of strategic management is followed by primary
research Data. They can be read separately or in total.

2. Each chapter has an introduction and ends with a Swmary.
They highlight the main points and purpose of each chapter with

implications arising as a subheading in the summary section.

3. A glossary of key terms is provided in the appendices
defining certain words and phrases as they are used in the study.

4. Key tables are presented within the text and are numbered
sequentially throughout the study.

5. All diagrams, figures, models, and illustrations are
numbered according to the chapter in which it first appeared.

6. All exhibits, in the appendices, are numbered in the order
that they are first mentioned.
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CHAPTER ONE

INTRODUCTION

1.0 OVERVIEW
This investigation proceeds in the following sequence:

Firstly, it provides an enquiry into the field of strategic
management linking strategy-making to those elements needed to
stimulate imnovation. This was done in the form of a literature
review. |

Secondly, following a review of the literature, this study
analyses a number of factors linking strategy to immovation based
on a general survey of 396 firms in Scotland. The survey used a
postal questiomaire constructed around a field of 32 multi-
tiered questions. Its purpose was to probe 83 specific elements
which were reputed to stimulate immovation within a firm.

~ Thirdly, this study tests the definitions of informal and
formal strategies for the stimulation of immovation as developed
by Baker (1975:147). For example, the term "informal" is to be
used where there is no clear hierarchy (organisational structure)
to stimulate immovation. This occurs when the authority and the
responsibility to immovate are based more on short term goals
rather than a strategy. A firm would have few, if any, written
rules or procedures as to how it would develop an innovation. In
short, the firm lacks a history as to how it would handle
imnovation.
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Introduction - Chapter One

Whilst in contrast, the term "formal" is to be used when the
firm has a distinct hierarchy of responsibility to innovate
begimming with a strategic mission statement to having
organisational development plans coordinated by  special
programmes. An employee's limits of authority to fund, develop,
and test immovation are very clearly laid down. There is an
exhaustive set of written "standard operating procedures" (SOP's)
based on its previous experience covering most eventualities
arising from a firm's or its employees' attempts to immovate.

Fourthly, the responses were totaled from a pivotal question
being asked whether or not they used a formal strategy to
stimulate innovation. From the 190 responding firms, 103 of them,
who indicated they used a formal strategy for inmovation, were
classified as "users". The remaining 87, who did not wuse a formal
strategy for imnovation, were called "non-users" for the purpose
of this study.

Based upon these responses, the sample was divided into two

main groups.

Group 1 -Those who did not use a formal strategy = 87
Group 2 -Those who did use a formal strategy = 103

Fifthly, from this dichotomous grouping, firms were re-
classified based on their responses to nine different elements.
After which, the respondents' overall receptivity for being
imovative were to be ranked statistically so that further
comparisons could be made. These comparisons would reveal the
pertinent differences between these groups of respondents and
contrasted a number of general characteristics by separating them
into different types of imnovating firms.

Page 2



Introduction - Chapter One

Then, a further grouping of respondents was done based on the
technological-marketing strategy, strategic focus and the
organisational structure being used by each firm. Using these
three characteristics, a typology of seven relatively distinct
organisational forms was developed. This typology was constructed
using a series of technological strategies, the type of strategic
focus being used by a firm and its structure (i.e. Pioneer,
Follower, Imitator, Traditionalist, Dependent, Fatalist and
Opportunist).

Sixth, based on a further analysis of this survey, a series
of interviews were held with some of the respondents and a follow-
up attitudinal survey with 12 questions was posted to 130 of the
respondents to clarify the findings of the survey.

Finally, after a discussion of the general, specific, and
group elements as developed from the analysis of the field work,
this study ends with conclusions and implications for further

- research.
1.1 BACKGROUND OF THE STUDY

Attempts to link innovation, and technological strategies are
neither new nor unusual: they had been made in theory and are
supported by empirical evidence in several ways.

First, on a macro level, Posner's (1971) technological gap
hypothesis and Vernon's (1966) product life cycle provided the
conceptual foundation to wuse the field of strategy as an
explanatory factor of how a firm could become more immovative.
BEmpirical work (Hufbauer 1970; Hirsch, 1965; Freeman, 1963; and
Wells, 1969) has lent support to these neo-technological theories.

Second, on a micro-level, immovativeness, business strategy,
and technological superiority are widely regarded as prerequisites
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Introduction — Chapter One

for corporate success. Examples are studies by Pimmey, 1971;
Quimm, 1988; and Tﬁshman, 1989 to name a few. However, it is a
lack of attention toward the management processes required to
stimulate innovation which formed a gap in the literature (Miles
and Snow, 1978:260).

Third, other evidence emphasising the importance of
imovation - creating new products and services- as a determinant
of a firm's growth and survival has been provided by Peters, 1988;
Waterman, 1988; and Kanter, 1985. This body of literature supports
the need for more research to address the gap between the

managerial process of immovation and strategy.

The literature review starts with the topic of strategy.
First of all, it must be stated that business strategy is a
relatively new and complex business concept. Even in its brief
period as a topic for study when compared to other disciplines,
the theories of choice and formulation of the decision-making
procéss for strategy have perhaps received the greatest attention
to date by scholars in the field of management. Indeed, at the
expense of other topics, Schroder et al. (1986) who reviewed the
literature on imnovation declared that most models of innovation
appear to rely uncritically upon prescriptive process models. He
argued that if the knowledge of this field is to be advanced then
alternative methods must be pursued.

Further, setting aside the fact that the first academic
article on using the elements of strategy to stimulate immovation
was by Lawrence (1954), there has been little exploration of
imnovation and strategy as a joint topic.

Some thirty -five years later and the field still lacks
definition and clarity about how strategy is to be used with other
variables, such as  structure, technology, process, and
uncertainty. In fact, the most definitive explanation of
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Introduction- Chapter One

strategy as a unifying element within a business was from Ansoff
(1961), who stated,

"Strategy is a set of guidelines which consist of a
firm's product-market position, the directions in
which the firm seeks to grow and change, the
competitive tools it will employ, the means by which
it will employ its resources, the strengths which a
firm will wuse to exploit, and conversely its
weaknesses it will seek to avoid. All in all these
make up strategy as the concept of the firm's business
which provides an unifying theme for all of its
activities "

Building upon this definition of Ansoff, Wilson (1966)
proposed that a business strategy (on a corporate, competitive and
functional level) should seek to include the principles of the
product life cycle as the raison d' etre in its ability to
immovate. He argues that it is not until a relationship between
the strategy and a product life cycle is realised can imnovation
take place. It was in this secular way that the ability to
imovate~ to create new knowledge/ products for solving existing
problems as a competitive edge- was discussed as a strategic

theory.

While there have been many new theories since to explain
why immovation should occupy a central stage in all diverse and
eclectic types of strategies (Calvert, 1981), a scant amount of
them have dealt empirically with how strategy, technology, and
imovation were linked. One of the main reasons that many
researchers tend to avoid this linkage is because the immovation
process 1is considered by many theoreticians (Drucker, 1980;
Kanter, 1983) to be one of the most complex of the organisational
process. This is also the reason why this thesis will not offer
any stylized representations of immovation or strategy in an
attempt to disguise the complexity of this linkage.
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Even though many researchers have attempted to do so
(Littler, 1988; Peters, 1989) and some have suceeded, it shall not
be attempted here. For example, Clark and Staunton (1989) believe
that innovation is a focalised process. They theorise that
imovation in the 1990's will take on all the dimensions and
benefits of the economies of scale as an operating concept.

On the other hand, Nadler (1980) suggests that there are
only four components: (the task, individuals, organisational
arrangements, and the informal organisation) for imnovation and
when they are related to each other, harmoniously, then change and
imovation will occur. Little attention is given to the role of

strategy in making innovation happen.

1.2 AIMS

With the above background in mind, the general aim of this
research is to investigate the relationship between the elements
of strategy (being informally or formally 1linked) and the
stimulation of immovation. ‘

This investigation will attempt to measure and compare the
non-users and users of a strategy to immovate. An effort will be
made assess the relationship between management style, mission
statement, policies, culture, and the strengths and weaknesses of
each firm using a formal strategy. These firms will, in turn, be
compared to firms classified as non-users.

The foremost method of assessing this data will be a
questiomnaire with five categories designed to capture the
essential strategic elements needed in a formal strategy and
those elements identified by well-known imnovative firms as key
factors needed for successful innovation.
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To these aims, the overall research design conceptually is
shown below in Figure 1.1l.
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Specifically, this study sets out to investigate first what
were the enabling factors for immovation that brought about
change, and second, whether firms using a formal strategy could be
distinguished from those firms using an informal strategy to
stimulate immovation. To assess the feasibility of this study,

five primary questions need to be answered to illustrate the
positioning of this research:

1) Why should one be concerned with the elements affecting the
use of strategic plamning for immovation?
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2) What are the differences between a formal strategy for
innovation and a strategy of informality which a firm may
select?

3) Are there any common or individual characteristics which
can be used to group a set of companies? And would they
include the impact of the parent firm's nationality, type of
strategies used, and its receptivity for innovation?

4) Why should this research be done in Scotland and what
empirical comparisons can be made here?

5) Why were certain firms excluded (those with 1less than 51
employees and an operating age of less than seven
years ) from this study?

1.2.1 why Should Strategic Plamming For Immovation be Studied?

Considering these five questions in turn, firstly concerning the
need to investigate the strategic elements  for imnovation, it
should be mnoted that there was empirical evidence which
demonstrated a clear association between firms using a strategy
for innovation, and their overall performance.

In fact, the users of strategies for innovation achieved
better performance records than their non-innovative competitors
who avoided using a similar strategy (Kanter, 1984; Burgelman,
1984; Roberts and Berry, 1985). This is supported by historic
research which indicated that imnovative firms had measures of
performance which yielded an average return on equity of at least
22.9 percent and never less than 15 percent for any ten year
period since 1974 (Loomis, 1984).

Other measurements differ in sales growth and the return of
equity ratios. For example, firms with imnovative strategies have
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amual sales growth which averaged over 16.6 percent per year with
a better than 38 percent return on total capital. Conversely,
non-innovative firms experienced a lower sales growth (12.6%), up
to less than 12 percent return on total capital and a return on
equity of less than 14.5 percent in the same periods.

Besides being users of strategies, other differences were
revealed (Sherman, 1984) as factors that made them important and
worthy of further study. For example, imnovating firms did three
things much better than non-innovative firms:

First, they seemed to excel at predicting future product/market
definitions because they were keen observers of the marketplace
and had a superior understanding of their own strengths and
weaknesses, They were able to use knowledge of the market place
and customers needs as the measure to what products they should
imnovate, for whom and at what profit margin.

Second, they as a group seemed to have a better-designed
business system (identified by their innovative operating
concepts, flexible organisational structure, and entrepreneurial
employee base that enable them to out perform competitors in
producing and delivering their products/services).

And third, they seemed, intuitively, to manage their overall
business systems better. Perhaps by the actual practice of
imovation, they learnt to understand that innovation is a
complex and demanding task that included not only the management
of the interrelationship within the organisation, but an
urderstanding of the external relationships between their
suppliers, customérs, and competitors.

In addition to the three factors stated above, the
continuously successful immovators - IBM, Matsushita, Glaxo, 3M,
General Electric, Nestle, Shell and Boeing, for instance- out

Page 9



Introduction - Chapter One

perform their corporate rivals peremnially when it came to
introducing commercial innovations.

A case in point is 3M Corporation when utilising a formal
strategy for innovation, generated over £800 million (1988) from
390 new products developed over the past four years. These new and
improved products of 3M represented about 25 percent of its

revenue,.

Other research studies attempting to measure objectively the
anticipated comnection between formal strategic plaming and
corporate performance have found mixed results. For example,
studies'by Ansoff, Thune, and House, Herold, Burt, Eastlack and
Macdonald, Wood and La Forge, Xarger and vMalik, Miller and
Friesen, and Welch found that corporations that engaged in
strategic planning outperformed those that did not.

On the other hand, studies by Rue and Fulmer, Leontiades,and
Tezel, Fredicksen and Mitchell, as well as by Lindsay, Boulton,
Franklin, and Freeman found no pay-off from strategic plamning.
Lamb (1983), however, tried to explain these contradictory
findings by using industrial variations. He found a positive
association between strategic planning and performance, whether it
was in focused in specific areas such as budgeting, marketing or
new products or in an overall corporate strategy. The key, he
stated," was separating the less—evolved planning processing from
those using and knowing the true principles of strategic

management” .

Based on the above literature, a better understanding of the
principles and history of strategic management was required and
the types of strategies arising from its principles. But exactly
what were these differences when it came to an informal strategy?
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1.2.2 What Are The Differences Between Strategies ?

In contrast to those successful firms with a formal strategy for
imnovation, secordly, there should be an effort to understand the
differences between them and non-users of a formal strategy to

immovate.

This is important because there was evidence which showed
that a large number of companies do not use a formal programme to
stimulate innovation, and yet are considered immovative (Peterson
and Berger,1971; Von Hippel, 1979; Drucker, 1985). Firms headed by
entrepreneurs and scientists which randomly explore the realms of
new product development fell into this area. They are considered
to be innovative, generally, without a formal plan.

The literature, also, abounds with examples of informally-
created innovations occurring within it. They can be classified
into four different types of non-users (immovating without a
plan), and that each of these dimensions has a core of ideas to
explain how it occurred other than using a plan.

The first dimension is described here as the "serendipity
factor" and offers examples of accidental discovery ranging from
ivory soap as the soap that floated due to an employee leaving the
mixing of the batter on too long, to the unplamned discovery of a
cure for rubber.

The second dimension is described here as the "random
events by individuals" and is based on the school of thought that
imovation can never be planned. The belief is that innovation
happens by circumstances, not by demand, a school of thought
practicing that the informal strategy is best. Some core ideas
excerpted from this concept of informality include:
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that inventors are the only true imnovators and all
others are followers, emulating their achievements;

innovation can not be created upon demand, regardless
of methods used;

inmmovation disrupts and should be avoided at any cost; and

when imnovation does occur, it is the sole creative act of
the individual as a genius. They argue that this is the true
force for imovation, and it can not be marshalled.

The third dimension is that " the size of an enterprise
determines its ability to imnovate" . It offers a host of
theories. Most of its theorists seek to explain how the interplay
between enviromment and market conduct overides the value of a
formal plamning system for innovation.

Such proponents, also, believe that the rise of innovation
depended more on the size of an enterprise, and the type of
industry a company competes in rather than employing a formal
strategy.

This was evidenced by two major findings in the literature:
(1) Haspeslagh (1988), who reported that about 65 percent of the
USA top 500 firms used a formal programme for immovation.
This study updates a similar survey conducted in 1978 in which
only about 36 percent reported such a programme. In the European
context; (2) Andrews and Pettigrew ( 1986) reports that only about
21 percent of the 200 firms surveyed there had a formal plan for
imnovation.

Both of these studies broadly hinted that smaller
enterprises (less than 25 employees) or certain industries (ship-
building, agricultural, and job-shopping in the metal forming
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_sector) accounted for most process iméVations but without a
formal strategy. These are often used as examples for the types
of firms which lacked formal planning systems or even avoided the
regular use of one. They preferred to use other stimulants for
imnovation, such as having a flat organisation, being close to the
customer, or being a bold risk-taker. These practices were mostly
clustered among these smaller firms (51 to 251 employees),
regardless of the parent company's nationality of ownership or

age.

These studies bring up the issue of the smaller versus the
bigger firm in which is more innovative. The issue of the smaller
firm was explored by local studies such as the one conducted by
Peat, Marwick & McLintock (1989) in Scotland which indicated that
less than 13 percent of the smaller firms had any type of
expansion strategy for new markets or products.

Other research also found, even in relative terms, that
small and medium-sized firms spend considerably less on new
product development than larger firms and often fail to conduct
any type of market research with customers on what imnovations
they need (Hooley and West, 1984).

Thus, a better understanding of the factors affecting the
field of strategic management and formal programmes for
innovation, particularly with a regard to smaller firms and medium
sized companies, is required.

The fourth dimension of non-users is described here as "the
lure of the market place" where core ideas are created by the
interaction between competition, market structure, behaviour of
the firm and the risk-uncertainty of the firm's environment. These
are mostly external stimulators for imnovation within a firm.
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This school of management practiced the belief that the
combination of these forces become the driving force for
imovation and can only be stimulated by the reward of greater
profits. To support their theories, this school sought to explain
how innovations are most 1likely to be discovered in the sunset
period of an industry (excess resources) or in the sunrise period
of an emerging industry (scarcity of resources); and only then,
will market forces midwife an imnovation into existence.

The literature shows how a substantial number of firms have
chosen to ignore a formal strategy which could improve their
abilities to be more imnovative, and have instead selected other
stimulants to create immovation. These include the practices of
giving financial incentives for suggestions that imnovate,
intrapreneurship schemes (stock options, ownership, promotions,
etc.) to create product champions; and the purchase of patents
and acquisitions.

1.2.3 How Should The Companies be Grouped?

It would be helpful to group the companies by common
characteristics where possible and thirdly this research sets out
to discover the different elements which determined whether or not
a firm belonged to users of a formal programme for innovation.

The descriptions for these nine major elements were taken
from the research of previous studies (Andrews, 1971; SAPPHO,
1972; Freeman, 1974; Andrews and Pettigrew, 1986). This body of
research denoted that the first element is a complete formal plan
in which there are three types of overlapping strategies within it
(one each for corporate, competitive and functional activities).

There would also be: (2) a budget to finance immovation;
(3) a scaming and forcasting system; (4) a strategic focus geared
to the key envirommental elements (buyers/markets) where an
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imovation could best be marketed; (5) a method in how
technological advances are evaluated and developed; (6) a
structure opened to the investigating and assisting of imnovation;
and (7) the use of a formal programme (policy) for immovation
which operates by having a number of procedures for stimulating
and nurturing immovative employees, and a name ( e. g. Pathfinder
being the name of the programme used at 3M Corporation).

Two other key elements were: (8) whether the firms offered
training programmes in corporate entrepreneurship; and (9) the use
of a mission statement which sets a specific amount of business
to be generated by either new products or new markets. Firms with
five or more of these nine elements were accepted as "users" of a
formal strategy for immovation; others were re-classified.

For contrast, as part of thé research logic used in this
study, firms employing an informal strategy were called "non-
users” when less than five of these nine elements were present;
irrespective of how the firm evaluated itself.

The problems of determining these nine characteristics and
making a comparison of variables were addressed by using interval,
nominal, and ordinal scaling methods. The questionnaire was
designed so it could be re-coded for computer manipulation in
order that the score of the various scales could be treated
numerically.

This re-coding procedure was useful and enabled the computer
to distinguish between four types of characteristics: a general
element where it contributed to all the items on the scale; a
group element which contributed to more than one group, but not to
all items; and a gpecific element which contributed to only one
item. Elements contributing to more than one item, and within more
than one group were termed common. From all of these elements,
correlations were made between all possible items scored.
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Further, the attempt to make comparisons between the
respondents can be justified on three grounds. One was conceptual
in that any comparative and empirical study refines our
understanding of issues (Wind and Douglas, 1982). The second point
was the test of managerial usefulness. This refers to the
uncovering of any actionable similarities and differences which
illustrated how a technique used by one respondent's firm in
stimulating imnovation amongst its workforce was assessed as being
useful and transferrable for use by other managers.

The third point was how managers in Scotland differed on
the topic of imnovation. Their comments might not only be of
interest to future researchers, but also of use by companies
attempting to identify new business opportunities in Scotland.

1.2.4 Why Was Scotland Selected ?

Fourthly, the question whether Scotland contained enough diversity
to be suitable as the survey site was a critical one.

In selecting Scotland over other developed economies, the
concerns about the diversity of survey site were reviewed.
However, secondary research indicated that Scotland is a fertile
survey area with 189 North American manufacturing firms and 200
foreign ones operating within its borders (SDA, October, 1987).
Plus, when Scottish-based firms were compared with firms based in
France, Germany, Japan, and other successful economies, an unique
feature of the Scottish economy stood out,

'not anywhere else is there such as mixture of firms

by different nationalities, and size to the degree

that a third of Scotland's manufacturing employment is

directly controlled by overseas firms... and for

contrast are there so many home firms which are
entrepreneurial deficient-" doing the same old
things"- yet Scotland is a host country to the
subsidiaries to over 130 worldwide technological

leaders, all existing within 60 miles of the same
business community which makes Scotland an unique
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economy'( Commission on Scottish Economy; Alexander
1989:142)

The combination of these points rendered Scotland as a very
suitable site for empirical research related to imnovation.

1.2.5 Why Were Certain Firms Excluded ?

Finally, the question about what minimum age that an enterprise
should be included in the sample frame was considered.

Research indicated the best rationale was not to post
questionnaires to firms with less than seven years of operation in
Scotland. This was based on the American -based study by Biggidike
(1979) that it takes on average about seven years for a new
venture of a North American Multinational subsidiary to reach
break even and to yield a return on its investment. It was felt
during this period, that most subsidiaries were too tightly
controlled by the parent headquarters to experiment with on-site
imnovations and product development.

In an European context, a similar study (Wilson, 1984)
indicated that eight years was an average for a new venture to
reach break-even with some ventures taking up to twelve years.

The issue of size constraints was furnished from the research
of Drucker (1980) that firms with less than fifty employees,
generally do not engage in strategic planning or new product
development. When firms with less than 50 employees engaged in
such activities, and were successful, they either did not remain
small for long or were acquired. This was especially true of
start-up high tech and biochemical firms. However, on the whole,
he projected that it was only when the firm started to increase to
over 50 employees, or the firm had been in business over 14 years
that strategic activities were pursued. '
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Based on this research, it was decided that firms with less
than 51 employees and operating less for than seven years in
Scotland would be excluded from the survey.

1.3 CONTRIBUTIONS TO RESEARCH

Overall, the positioning of this research differs from previous
contributions in three important respects:

1. This study analysed a band of small, medium and large
firms, creating a representative and stratified sample rather than
a study which focused on just one firm or concentrated solely on
either larger or smaller firms.

2. This study contrasted users and non-users of strategies
for imovation, and described those elements found in companies
that used formal strategies from those companies that conducted
any kind of informal strategies. Also comparisons were  made to
detect possible country-ownership nationality differences for the
entire sample including Scottish firms.

3. This study provides new empirical evidence of the factors
~affecting the use of strategies and other techniques used by
managers to stimulate imnovation. Further, it contributes to the
understanding of intercultural differences and enables a
comparison of respondents from one management style to another to
be made.

1.3.1 Supplementary Research Issues
In conducting this study, a series of peripheral and mnemonic
questions related to imnovation were developed. These questions

are supplementary ones rather than supplanting the five primary
questions as stated earlier.
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These supplementary questions were as follows:

Do patterns of stimulating immovation operate the same way in
the world of the business firm, irrespective of whether the
firm is considered large or small?

Does innovation exist within the broad discipline of
management as a separate watertight theory or is it more a
practice which exists apart from, but alongside, other
business economic theories and managerial systems?

Is it best to present innovation as one of the means by
which a company can exploit change .or is it best approached
as a strategy in establishing a different product, business
or a different service ?

Central to these supplementary questions is the question
whether or not those isolated and specific elements which enable
a firm to be more imnovative can be unearthed by a questionnaire?

And should this research address the issue of
entrepreneurship: is it possible to project how, and to what
degree, a company or a group of companies become
entrepreneurial?

In turn, do certain types of companies as a group address
an inmnovation differently from other companies?

In a sense, do they ask what imnmovation means to their
competitive positions and when an imnovation should be exploited?

Lastly, is there a pattern of managerial practices being

used currently, but not known to academics, which enables an
imnovation to be done faster, more profitably and at a lower cost?

Page 19



Introduction - Chapter One
1.4 THE NEED FOR AND THE SIGNIFICANCE OF THIS RESEARCH

As a study it would be fair to simply state that this is just an
attempt to understand better the topic of strategy and innovation
from a managerial process perspective rather than a theoretical

one.

But in reality, this may be a task more likely to illustrate
how complex and convoluted the topics of strategy and immovation
really are within the field of management. Since imnovation is a
huge subject lending itself to many disciplines ( being studied by
economists, marketing  specialists, engineers, designers,
historians, and many more besides) each offering a contrasting
view to the other, this study concentrates only wupon the
combination of two basic topics: strategy and innovation. This
study will argue that the linkage of strategy and imnnovation must
be used with other methods to combat the rising obsolescence of an
employee's skills. Then, the building block to being an imnovative
firm begins.

To these aims, this study concerns itself more with strategy
implementation rising from the narrower fields of strategic
management empirically rather than as a  theoretical study of
decision-making and change. Pettigrew (1987:3-5) writes on some of
the problems of the field as a whole, including the bias of
existing literature on strategic management toward strategy
formulation.

He discusses pointedly the limited amount of attention given
to the surveying of managers' attitudes for their opinions about
~how immovation can best be stimulated.

Pettigrew, also, outlines how there is too much emphasis on
prescriptive writing and the consequent under-concern with the
description, analysis and understanding of the definitional
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problems of strategy from the manager's point of view. He quoted
how most major research projects were geared to determine as to
which area of strategy were most likely to be implemented with few
on how the strategy should be implemented. Secondly, he argued
that most studies did mnot contain any replicating measurement
which could be used by other researchers.

Another study noteworthy to this point was that by Zajac and
Bowman (1985), who analysed the articles appearing in The
Strategic Management Journal, over a ten year period, which
concluded that most studies eschewed quantitative studies of any

type.

They noted that the few strategy implementation studies
conducted by researchers on how it was done were more likely to
use inductive theorizing, small samples, and intensive qualitative
methodologies. The major findings in their article were that
studies of strategy formulation far exceeded those of strategy
implementation by some 90 percent. In fact, less than 10 percent
of the implementation studies dealt with issues of strategic
implementation over a time series wusing a longitudinal
methodology.

Two other findings were considered by this researcher. One
was the criticism voiced by Van de Ven that most studies of
imovation to date have been retrospective case histories.

The other was by Pettigrew (1989:331) on how the gap in the
field for empirical studies is growing and few, if any, deal with
an on-going survey of managers in a study of strategy and
imovation. This view is supported by Foxall (1984: 12-6), who
stated,

"When it comes to the management of innovation, too

many academic researchers are speaking in the terms of -

averages. There is a tendency of these writers to
offer a distillation of knowledge, observation and
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experience gathered from one case when it comes to
strategy. Often more likely they result in useless
intellectualisation rather than  applicable
conclusions. The current need is not for more
managerial prescriptions, but to understand much
better the immovative process. There is an urgent need
to perceive and conceptualise the innovative process
in an empirical sense."”

Likewise the topic of stimulating immovation in multinational
corporations (MNCs) has received relatively little research
attention.

Not one of the more than 4,000 studies on the topic of
innovation (Gordon et al.,1975; Kelly and Kranzberg, 1978; Mohr,
1982; Ghoshal and Barlett,1987) has focused specifically on the
imovation process and strategy in the setting of a multi-
nationals corporation. Similarly in the field of management for
MNCs, past research has focused overwhelmingly on technological
strategy when it has been defined implicitly as the way to
enhance the efficiency of a current operation. While some efforts
have been made to investigate the relationship between marketing,
strategy and imnovation (Foxall, 1984; Terpstra, 1977;
Chisnall,1989), there has been a dearth of information compared to
the volume of studies completed.

Whilst most schools of theorists agree that the strategy for
and the management of immovation are best portrayed as the
Achilles heel of the organisational sciences, as a topic it
warrants more and new research. Unfortunately there is still a
debate raging within the field of management as to whether
research on imnovation can best be fostered by examining how
deliberate formal strategies are formulated or by isolating the
series of events leading up to and after an immovation.

The debate is not an argument whether the study of
deliberate strategy versus the examination of infrequent and
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dramatic immovative events can reveal simplistic empirical
receipes and studies, but one of approach. Therefore, it is
better to treat this as an investigation, as an effort, to
understand better these contrasts which form the foundation for
an empirical study of innovation.

Thus, the researcher will argue that this study has
relevance, even though the past two decades have seen an ever-
increasing interest by managers in the stimulation of immovation.
This is evident in the growing amount of literature in the field.

Witness, for example, the common call for stimulating
innovation in management books by Ouchi (1981), Rodgers (1981),
Pascale and Athos (1981), Peters and Waterman (1982), Kanter
(1984), Drucker (1985), Peters (1987), Handy (1989) and Tushman,
(1989). Partly responsible for this growing interest appears to be
the realisation that, in the past, most of the normative
literature has been written not in the assumption that companies
can adopt a "rational and formal" approach to imnovation: an
assumption which is now being challenged empirically (Tushman and
Moore, 1988; Pettigrew, 1987; Quinn, 1988).

A1l of these studies indicate that a flexible strategy within
a flat organisational structure which emphasizes that efforts of
its employees to be entrepreneurial, may yield more innovation
than firms which do not use any of these means. As levitt
(1989:) points out,

“"there is a rising and growing consensus within the
management field that strategy and the forces of
immovation within an organisation are intertwined.
After the fads and theories of strategic management
such as in a search of excellence, boston box,
portfolio management, strategic planning, and
intrapreneurship, are placed aside; the remaining
principles, which are constant and in the final
analysis may be the true strategic elements of
entrepreneurship and imnovation. Once we understand
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these two elements better then the field of business
strategy can be fully developed”.

1.5 LIMITATIONS AND OMISSIONS
Three points needs to be made about the content of this research.

First, some areas of research have had to be omitted: partly
because of time and space constraints, but more. importantly
because they might best be dealt with satisfactorily elsewhere in
other studies. These include the retail trade, and the role of the
smaller immovative firm employing less than 50 employees and/or
operating as an entity for less than seven years old.

Second, some other topics are dealt with herein in a wider
context and may thus appear either to have been omitted altogether
or to have been given insufficient emphasis. These include costing
corditions (including the extent of economies of scale), the
organisational theories of managing imnovation, the costs and
benefits of innovation, the role of research and development, and
the financial impact of imnovation. These have been dealt with in
the context of market structure and the theory of the firm.

Third, whenever possible U. K. data have been used
throughout the text.

1.6 ORGANISATION OF THE STUDY
This study is composed of nine further chapters and is presented

in two main sections. The first section covers Chapter Two
through Chapter Six.
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Chapter_Two contains a development of the field of Strategic
Management as a contextual background for this research. In order
to gain a historical perspective of the development of business
strategy, it was written chronologically.

Chapter Three reviews strategy as a topic within the field
of strategic management and its past contribution, if any, to the
stimulation of innovation. Its focus was deliberately restricted
to highlight only some of the major thinkings and research in the

field of immovation.

Chapter Four provides an outline of the generic strategic
models being used in the field of management and reviews the
applicability of each as a device to stimulate innovation.

Chapter_Five analyses the topic of immovation, externally,
from the relationship of the firm, its market conduct and market
structure. It explores many aspects of the the arguments advanced
in the field as to whether size, market structure and conduct
inhibit or nurture the rise of immovation.

Chapter Six examines the topic of immovation by the internal
elements of the firm which stimulate the acts of immovation. This
chapter concludes Section One of this study.

'The second major section of this study starts out with Chapter

Seven,

Chapter Seven sets forth the methodology used in the study
and the hypotheses used to test the data gathered from the postal
questionnaires, and interviews.

Chapter Eight discusses the results and findings of the
study. The purpose of this chapter is to underline the more
important aspects of the study.
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Chapter_Nine sets out the major points gleaned from the
analysis of the survey data. Major conclusions and some key
tables are presented for discussion with implications of the study
as a basis for further research.

Finally, the Appendix Section contains supplementary data, a

glossary of terms, statistical tables, readings, and a
bibliography.

Page 26



CHAPTER TWO

THE DEVELOPMENT OF STRATEGIC MANAGEMENT

2.0 ATMS OF THIS CHAPTER
This chapter is divided into two main sections.

The first section offers a historical perspective on how
strategy evolved from its military use into a discipline within
the field of strategic management. It sets forth the various
schools of business strategists and the major thrust in each of
their arguments.

The second section moves chronologically. Its aim is to
explore under what business conditions the core of strategic
terms and concepts were created, and why strategic management is
the preferred term to be used in the 1980's.

This chapter provides a compendium chart (Table No. 1)
depicting the evolution of strategic management. Its purpose is
to provide a snapshot view of the major influences which caused
the field to evolve from the pre-World War I era to the year
2000. There is a discussion on the environmental factors in
Appendix A which spurred the rapid development of this field and
a glossary for the various types of business strategies in

Appendix B.
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2.1 SECTION I -THE CONCEPTS OF STRATEGY

This section of this chapter reviews the overall traditional
concepts of strategy, and outlines the difficulties in reducing
the concepts of strategy to one single definition.

The difficulty in understanding strategy became evident over
the past few years as increasing interest surfaced within the
business community debating whether military plamming could be
used as an analogy for corporate planning.

To see signs of this interest as a military metaphor, one
can turn to the business community which purchase books on the
topic or to academics who pursue research on the effects of its
strategic concepts. More significantly, many of the 1leading
management schools and trainers have begun to offer strategic
courses that promise to bring the lessons of the battlefield to
the marketplace. This is relevant because military leaders and
researchers have done more thinking about strategic principles
than many business leaders and researchers. |

The omission of many academics not to address or clarify
the relationship of military strategy and business elements is a
major flaw found in many studies of strategy. This is suggested
and acknowledged by some business writers (Tilles, 1963; Jay,
1967; Anthony, 1965; Cawood, 1984; Quinn, 1988) that a preamble
on the parallels between the military and business should be
included in the study of corporate strategy whenever possible.

To this point, Jay suggests.. "the first transference to
studying management terms is to read about military conflict".
Anthony, in a similar vein, counsels... "the way military does
strategic plamning should be carefully explored (p.27) and...
there is a terdency among business students and business leaders
to leave out of their models, the dynamic impact of military
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principles "(p.156). Cawood projects.." although some
contemporary writers (K. Weick) attack the military metaphor, but
as executives struggle with change, more and more parallels
emergevwhich are relevant" (p.62).

Supporting this, (Miles and Snow, 1978:249) also argue that
early theory and research have largely ignored the process of
relationship and the elements of strategy linking it to other
variables. If strategy had been studied in a wider sense, then
the various "schools of strategists" writing in the field of
strategic management could be classified. This they feel would
bring some stability and less confusion to the field.

2.2 DEFINITIONS OF STRATEGY

Perhaps the most interesting aspects of on what is to follow are
those lessons to be gained from the ancient concepts of
strategy. Precisely because they will illustrate how strategy
evolved from one concept into three conceptual Ilevels: (i)
leadership, (ii) logistics-the movement of supplies, and (iii)
tactics.

Strategy is a discipline existing within the field of
strategic management. It as a plamning concept evolved from the
military and the practice of warfare on three conceptual levels:
objectives, operations, and tactics. In this context, it has
been, traditionally, defined as the process of bring these
elements onto the battlefield (Cushman, 1984).

As a concept, strategy was originally shaped in a military
setting. It is derived from the Greek wotd, "stratego" which
means to "lead an army or generalship" and the French wor ,
strategie", meaning a plan or design for achieving one's aims
(Collier, 1985).
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. Military strategy from an European perspective means the
purposeful combining of tactics and 1logistics by acts of
leadership to conduct an operation of warfare (Jones 1988:54,
648). The term for "Leadership" indicates that it is an planning
exercise of motivating, directing and executing affirmatively so
others will follow voluntarily before the troops are in the field
of battle.

" Tactics", on the other hand, implies an array of movement
for directing the troops when they are in contact with the enemy.
"Logistic" dincludes providing everything necessary from food to
methods of communication, and even rewards to induce one's troops

to win.

These terms from the military and their underlying concepts
have come to be viewed as of having a direct value in the process
of strategic business plamming. Current definitions indicate that
military strategy is in essence, "the determination and setting
forth, a complete plan of war "(Cushman, 1987). In contrast
corporate strategy is best defined as "a purposeful pattern of
action, position and ploy and perspective” (Quimm, Mintzberg,
1988:13).

These two definitions flow from a traditional definition
(Jones, 1988) in which strategy has three purposes: Grand,
Combat, and Tactical. Grand strategy is for the purpose of
gaining a political objective by military means using a broad or
grand outline for the conduct of war. It is generally reflected
by a type of declaration which is ammounced to all as to the
intended purpose for warfare: foe or friend. By this
declaration, resources can be mobilized accordingly to one common
objective; be it peace, retaliation or aggression.

» Combat strategies are the movements of resources (troops)
for a purpose of concentration or retreat. These can be
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overriding grand strategies and can be described in either a "
defensively or offensively" context. They are best termed as
defensive when one seeks to protect territories or offensive when
the purpose is to invade another lands. Whilst tactics, the
lowest branch of strategy, involves the best type of activities
to be used when the conditions for combat change or are known.
They, generally, provoke short term and rapid action compatible
to actual battle conditions.

Strategies can be further distinguished as being either
"persisting” or "raiding" ones. These are interchangeable with
the terms of "direct or indirect " from the Asian school of
warfare and "overt action or guerrilla" respectively from the
European perspective of warfare (Clavell 1983; Jones 1988;
Cushman 1987).

They are called "persisting" when one seeks to permanently
occupy a territory. This strategy works best when one has
superior forces or resources. Conversely, strategies are
labelled "raiding" when the resources are limited and the goal is
not to overthrow the enemy overtly. Its purpose, incrementally,
is to penalize foreign troops occupying another territory and to
reduce their resources.

The relationship of these four basic strategies are defined
by the matrix in schematic 2.1 as shown on the next page.
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Persisting Raiding
Combat:
Logistic:

Schematic 2.1 (Source: Jones 1988, p.82)

From these four strategies, scores of permutations and variations
of different strategies can be developed.

2.3 LESSONS FROM THE ANCIENT RULES FOR STRATEGY

An review of ancient strategy ( Jay,1967; Jones, 1988;
Clavell, 1983; Roberts, 1989; Griffith, 1963; Cushman,1987)
indicated there were some common rules to be followed when a
strategy is executed and for leadership to know.

For example, leadership has the explicit task of
inspiring friends and discouraging enemies to a cause for waging
war. It is an essential ingredient of leadership to recognise
that most followers are not sequacious by nature and need to be
galvanised into action. The selection of a reason for entering a
war and how it will be used in attracting followers requires much
forethought and explanation. The cause should be clear enough or
the reputation of the leader great enough so others would support |
the war voluntarily. The ability to inspire by words or action
should be exploited as a mean to mobilize others to follow. How
leaders selected an objective and their abilities to convince
others to follow are enabling elements flowing from the ancient
concepts of strategy.
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Other lessons taken from ancient strategists reveal how
strategy maybe formulated. For example, ancient leaders (e.g. Sun
Tzu, Attila, Caesar, Alexander) believed that when troops were on
home lands or retreating to home lands, they would fight more
gallantly. Their strategies often encompass this belief.

Even their tactics for battle were based on similar types
of beliefs. For example, they believed that the ratio of forces
under their command when compared to the enemy dictated in many
cases what the combat strategy would be: if the one's forces are
superior by a ratio of ten to one, the enemy would be surrounded
(encirclement); if five to one, attack him; if twice as numerous,
divide and attack from two sides at once (flanking); if equal in
number, delay and use a raiding strategy until bad weather or the
lack of supplies defeated the enemy (seige and delay).

In a logistic sense, efforts were made by the most
successful leaders to ensure that their troops would have the
fastest horses, strongest weapons and the best disciplined
forces to win most of the time. Military games, sporting events,
contests of endurance and strengths, and dances simulating hand-
to- hand combat assured this readiness, even in times of peace.
The axioms for battle conditions to be avoided indicated what
strategy to be wused; for example, troops were not to advance
uphill against the enemy nor oppose them when they were coming
downhill,

Other examples cited: were not to fight facing the enemy
with a river at your back or facing the sun. A fair amount of
planning and resources were used to ensure that the passage of
all emissaries either to and from the enemy's camps would be
stopped as well as the bearers of supplies and information,
these were important strategic elements in warfare.
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2.3.1 Enabling Rules of Ancient Strategy

Ancient military history (Jones 1988: 704~707) indicates
that the "enabling" rules of strategy as axiomatic strategic
definitions could be summarized as follows:

.Purpose for the war determined how troops will fight;

.sizes of opposing forces dictated the tactics to be
used and the type.of weapons to be deployed;

.the best-equipped army nearest homeland wusually won;

.conditions in which the battle is fought are critical;

.information and supply lines must be controlled

It is possible to boil the problems and opportunities of
strategy in ancient times down to one dichotomous decision:
whether a general should aim his forces at the enemy's territory
or at an advancing army. This decision forged the grand strategy
for all other tactics and was adjudicated accordingly.

Equally important was whether a leader used a persisting or
raiding strategy. Since it was believed that a 'persisting
strategy was deemed superior to a raiding bne, a guerrilla tactic
would be used only as a last resort. The persisting strategy
being viewed here as a more formal method of strategy and the
raiding strategy being viewed as one of informality. But, the
ultimate strategy was the idea of "winning with the least
effort"; this as an enabling rule guided many of the past
comnanders in how they decided among the alternatives and when to
combine more than one method or strategy to win.

The literature also indicates how the cross bow became
inferior to gun powder and so on to the effect that it was the
advance of weaponry by the acts of immovation which changed the
use of these enabling rules. Jones (1984:103) illustrated how the
stirrup did more for military superiority than any strategy. This
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immovation made mediocre horsemen perform well because the
hazards of falling off were reduced when swinging a sword and
could increase the height above an opponent on foot by standing
in them. Likewise when steel replaced iron, conferring the
advantages of lighter and stronger weapons, the strategy changed.

To this point, Baker (1975:176) states "the best way to change
the competitive situation of one's superiority over another, in
both military and business struggles, is the use of imnovation ".
In simple terms, it was the advance of imnovation which
frequently led to a decisive outcome in ancient military

struggles. This could be called the strategy of innovation.
2.4 STRATEGY INTO COMMERCE

Consistent to the language of war, commerce has adopted the
concepts of strategy. The following citations from the
literature will illustrate this adoption. First, the renowned
nineteenth century philosopher of war K. von Clausewitz (1976)
wrote "war does not belong in the realm of arts and science
«e.rather we could more accurately compare it to commerce".

It was also the view of von Clausewitz that war has only
one purpose as "a necessary means to pursue national self-
interest, its objective being to vanquish the enemy by achieving
unconditional surrender". On the other hand, Liddell Hart, the
greatest twentieth-century military theorist, saw 'the objective
of war to be a better state of peace' and was severely critical
of Clausewitz's theory of total amnihilation.

Although this issue of "destroy or be destroyed” is not
popularly endorsed by contemporary business, it sets a tone for
the wultimate grand strategy of commerce. This type of
competitiveness is still present. As noted by Day (1984) the
military analogy is most insightful "when the objective of a
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strategy is first interpreted by the primary question is it best
to achieve a peace or to amnihilate the competition ?" (p.l5).
This type of dichotomous choice reflects the basic patterns of
most grand strategies: attack or defend; compromise or conquer;

-lead or follow..so on.

Expressed in business terms, the grand strategy is when a
firm has decided that it is best to enter a new business area or
to stay in a current business position which would give them
specific advantages.

Ideally, this occurs when a firm uses a grand offensive
strategy to be in a high growth market, or defensive one to keep
competitors away. Then, in either situation, they would use
competences to protect its markets or defeat its competitors
whenever possible by a strategy. Andrews (1965) refers to them
as "Distinctive Competences of Advantages"” which strategic
positions are built upon or changed. He stated, " these
advantages can normally be traced to one of three roots: (i)
superior resources; (ii) superior skills; (iii) or superior
position". They will be discussed later with some detail in
Chapter Three.

Even today, business people and specialists have found it
convenient to use these military terms to describe their modern
day competitive situations (Kotler ‘and Singh 1981). They are
aptly used by the business literature to express in military
terms when companies were engaged in price "wars" and the
"capture" of each other customers (territories).

Whilst one can see how strategy has been incorporated by
commerce from the traditional and military concepts of strategy,
the question becomes what additional assumptions can be gained by
this review to a better understanding of the role of strategy in
the business literature?
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2.5 ASSUMPTIONS ABOUT THE ENABLING ELEMENTS OF STRATEGY

The next approach to understanding the assumptions about strategy
from a wider perspective, is to review the various schools of
writing on the enabling elements of strategy which the literature

provides.

For that reason, what follows provides three separate and
distinct sets of definitions for clarity.

The first is used to state general guide lines imbued in
strategy by several definitions. For example, Porter (1980)
argues that competitive strategy involves " the positioning to
maximize the value of competences that distinguish it from its
Vcompetitors" (p.47).

The second set of assumptions deals with the selection of
alternatives. To this point, Tilles (1963) believes "it is
significant when organizations are faced with choices how it
selects the best choice" (p.111). Ansoff (1965) maintains that "
strategy is a set of decision-making rules for guidance or
organisational behaviour based on conditions of ignorance, risk
and uncertainty" (pp.119-20).

The third set deals with finding the strategic fit. Day
(1984) claims strategy to be "the direction the organisation will
pursue in getting a strategic fit within a chosen
environment" (p.1).

From these contrasting definitions, strategy could be
thought of as being just a steering device, since it is often
portrayed in literature this way, or is it a concept (in both a
descriptive and prescriptive sense) for guiding an organisation,
loosely?
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Some theorists disagree with both definitions, (e.g.
Ansoff 1984; Day 1984; Hamermesh 1986; Porter 1986), and suggest
a strategy implies a commitment to action by a rationally-created
plan with a formulation, implementation and evaluation stages.

This is the body of literature from the "rational-
comprehensive school" which argues that the goal of a strategy is
selected first and then adjusted by a constant stream of action
and reactions to the stated goal. In the interim between the
objective of the strategy and final action, this school believes
that there is a continuous re-examination of one's objectives
between other competitors, customers and suppliers. From this
interplay, the purpose of strategy is to measure the progress
being made in achieving the stated goal against these three
forces. These may be called the enabling elements of the
"rational school of strategists" and are examined accordingly:

2.5.1 Enabling Elements of Strategy- Rational School

In a business sense from the first set of definitions above,
the following underlying assumptions may be deduced as being
"enabling elements" from those definitions above:

. market positioning is important;

. strategy is the best selection of choices;

. how resources are directed is critical;

. objectives should be clear and environment known; ,
. competitors and their strengths should be evaluated.

This school of management science theorists further set forth
three basic assumptions: (1) that goals and objectives are
clearly identified and agreed upon; (2) that the strategist has
access to complete information; and (3) that the seleéted
strategy is rationally chosen by all members of the organisation.
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They believe that any final strategic decision made should be
done in full awareness of all available feasible alternatives.

Their approach is rational, analytical and comprehensive.
They vigorously contend that an analytical model developed
including the needs of many parties will objectively set a
better strategic goal. By this, they prophesied that only a
strategic model will ensure adequate attention is given to the
consequences of their decisions upon others.

The main flaw in their arguments which they begrudgingly
agree to is that their modelling concept has some peccadilloes.
First, they have to accept from time to time, circumstances
preclude a decision-maker the luxury of awaiting for a strategic
choice based on the output of a model or a chance to discuss it
fully with others within their organisations. Conversely they
argue such decision-making situations are rarely requiring rapid
action and generally are . not of the magnitude to affect a
deliberately set objective made earlier. However, the lack of a
dynamic mechanism to cope with a fast moving business environment
is a major disadvantage of the rational approach of strategy-
making.

2.5.2 Enabling Elements-Incrementalist School

The second set of definitions, which reinforces the"enabling
elements " for the concepts of strategy, is for the strategy to
be flexible and for its objectives to be changeable at will. They
can be summarized as:

.strategy should constantly be revised at will;
.uncertainty can never be overcome;
.strategy has an uneven stream of objectives.
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This set of definitions reflects the evanescent elements of
strategy and that it is "a series of conscious and objective
actions developed in a plan for an intended purpose which may
be changed by a pattern of behaviour during the act" (Spender,
1980; Pettigrew, 1987; Mintzberg 1985; Quinn 1988). They argue
that plans and patterns can be quite independent of each other
with the following distinctions: How objectives are realized
(fulfilled) from their intended purposes are crucial. When plans
are realized exactly as intended, they are "deliberate". When a
pattern of action and plans are not realized exactly, they are
"emergent" which are more descriptive of reality (Quimn: pp.l4-
6).

This "school of disjointed-incrementalism” directly challenged
the views of the rational-analytical approach. These context-
descriptive theorists argue that it is virtually impossible for
a decision-making unit to have all of the facts to consider all
of the alternatives .

They further argue that the most effective decisions are
formed unintentionally on a day- by- day and a case- by- case
basis. They feel a strategy "emerges" as a pattern in a
disjointed stream of decisions.

The admitted weakness in their position is that the
intuitive (recipe) and judgmental approach (rule of thumb) may
discoufage the decision-makers from using all of the managerial
tools (computers, modelling, task forces, reports) available to
them

2.5.3 Enabling Element -Situationalist School

Another and the third point of view is how the mission of the
firm when objectively determined will direct the strategy. The
"enabling" assumptions under this set of definitions indicate:
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.mission statement monitors the strategic goals
.plaming is not a substitute for action and change;
.completeness is one of the objectives of plaming;
.information governs the human design of plaming;

This set of definitions describes those who believe that
strategy is an interactive process between analytical and
intuitive issues. These theorists are best 1labelled as
"situationalists". In theory versus practice, they do prescribe
how the analytical component of a strategy should be larger than
its intuitive component or, in an restated sense that it is a
rationally-arrived at approach tempered by the realities of a

situation.

They as contents—prescriptive specialists argue that
decision-makers, who fail to integrate and digest both the
analytical and intuitive issues will become "myopia-bounded", and
eventually their organisations will become static and non-

entrepreneurial,

The proponents of this strategic thinking (Miller and
Friesen,1978; McGinnis,1984) argue that over time top management
will Dbegan to receive rencountered information away from formal
planning sessions. Their subordinates will speak to them in the
mode of a strategic language which is biased. For example, the
commnicators (subordinate managers) will talk about risk in
terms of quantitative facts to an analytical manager devoid of
the manager's intuitions about a situation; or will set aside
the recommendations of a technical planning system in order to
appeal to a recipe-directed manager by talking in industrial
cliches.

The key feature of this set of definitions is that strategy
- should be devised separately from how it is implemented. The
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only overriding concern is that an attempt be made to make the
strategy as complete a plan as possible.

Supporting this etymologically, Fowler (1988) states
"strategy is generalship exhibited by a commander-in-chief
plamning before leading his forces into contact with the enemy,
and tactics 1is the art of strategy after the forces are in
contact with the enemy" (p. 593) It is only during the actual
engagement that the original plan should be modified. When
conditions change then, tactics change accordingly. So it is
argued that the central feature of a plan is for it to be
flexible. But every attempt should be made to ensure the plan is
complete before engagement.

To this point of completeness, Von Neumann (1928, 1944,
1953) argues "strategy is a complete plan specifying every
possible choice in conformity to the pattern of information
available at that time"(p.79). This is the Game Theory Strategy
which concerns itself with voluntary action based on
information. Then an informed player will make a better choice
when conditions change.

2.6 LESSONS FROM THE LITERATURE

As discussed above in the ancient military milieu, there is no
single definition of strategy as a concept agreed upon in the
business literature. So it is important to understand how
commerce treats strategy as a concept.

By using three different sets of definitions, it is clear
that strategy could be defined in a holistic sense: by the
behaviour of its employee in an operational pattern; the
completeness of its plans;, and the implied permission for an
employee, in affirmatively sense, to act on new information
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~provided that the objective of the strategy is clear and exact.
This is the process of " how to do it".

It is, also, perspicuous that the relationship between the
different sets of definitions and its mission statement provide
a perspective as to how a company will view its world. And based
on this view, how its decision making units will act according to
whether they are being threatened or seek to threaten others.
The issue of resources at hand determines whether the firm will
choose to use "attack, defence or delay " tactics as methods of
strategy. These are some of the lessons from the past.

By seeking to understand the various definitions in their
proper contexts, the concept of strategy is enriched. In the
final analysis a strategy is a set of goals, no matter how
loosely defined. The underpimnings for these assumptions are
that it is the first role of leadership to ensure all players
understand the overall strategic mission (goal) and are acting
in concert to the same database of information and the
willingness to let employees act differently when conditions or
information change.

From the literatures in each of the schools of thought, there
is an implied attempt to develop a strategic theory.
Individually or in combination, the development of such a theory
still escapes this discipline as will be discussed below:

2.7 IN SEARCH OF A STRATEGIC THEORY

In the earlier quests for a strategic theory, most observers
excavated terms and definitions from the field of economics. They
began by wusing formulations such as achieving a gain in profits
by either increasing market share or realizing cost savings
using economies of scale.
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These in principle comprised two main strands of thought and
research. One was "neo-classical". It was in 1921 that Knight
et al first wrote of an implied relationship between economics
and strategic competition. He took the theory of perfect
competition to the austere extreme and asserted that a firm's
strategic position was of little consequence. The terms of risk,
and uncertainty were explained from the perspectives of
consolidation and specialization. The basic theory stressed a
strategy of efficiencies using a highly abstract analysis.

The other theory used the principles of a realistic"
approach. This theory embraced some of the thinking of
economists (Berle, 1932; Robinson, 1933; and Burns, 1936) as
they expostulated how real-world roles determined ways in which a
finn's’performnce could be improved strategically at the expense
of competitors, suppliers and custofners. A strategy should be
used for a firm to become a monopoly or protect its market
position by making the entrance barriers too high for new

competitors.
2.7.1 Attempts To Formulate A Strategic Theory

As discussed above, it is from this ferment of rethinking and
rhetoric during the 1930's that the topic of strategy began to
appear in need of a theory. It took some three decades as a
field before any new theories on strategic concepts began to
appear in the 1960's. v

Ansoff (1968) was the first to argue that by examining the
micro—economic theory of a firm in a competitive environment, a
relationship between input and output factors can be manipulated
strategically in a way to maximize the profits of a firm.

This could be used as a strategic theory, but he had to
agree that this theory does not explain how a firm may have
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other strategic objectives other than profits. He attempted to
disprove those views which contended that strategic behaviour has
so many variables that an expected output from these variables
cannot be predicted.

Ansoff argues that it is not the identification of the
strategic factors or the classification of variables which is
the problem. He was able to prove that the important variables
(information, behaviour, objectives) could be isolated. And that
they could be classified in either a descriptive or prescriptive
way, but a specific relationship between these variables is what
is needed.

The literature is able to supply an context-descriptive
theory of the missing relationship of a firm having objectives
other than profits. The missing element for variables between the
theoretical formulation of this relationship was modelled by
Cyert and March (1963). On a purely descriptive dimension, they
argued that a relation can be modelled between strategic action,
information and behaviour. But in the real world, in a
prescriptive sense, data on a strategic theory can not be
quantified because of the long lead time between a strategic
action and its outcome. Thus, there is not a complete strategic
theory in which a strategy for innovation can be tested.

SECTION TI-STRATEGIC MANAGEMENT

This section introduces strategic management, and how it evolved
from military practice into a field of management.

2.8 DEFINING THE FIELD OF STRATEGIC MANAGEMENT

Whilst the roots of strategy may go back over 2,000 years as
a cognitive skill, strategic management and business policy are
current and fast-developing fields of study. These disciplines
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looked at firms as a whole and attempt to explain why some firms
develop and thrive whilst others stagnate and go bankrupt. As a
field of study, it focuses on analysing the environmental
problems and opportunities faced by people in top management.

It is still best to view strategic management as a field of
managerial practice rather than a series of theories. Even
though, it is currently defined " as the process of agreements
reached by top management about how the company should determine
long-term goals and how should position itself to take advantage
of future market opportunity and to outdo its competitors "
(Chandler, 1962; Andrews, 1981). This view that it is a practice

rather than a theory is based on several.different reasons:

First, as discussed earlier, throughout its history, this
field is comprised of disciplines rather than theories. Whilst it
is accepted as begimning with American management practice in the .
1950's, Whyte (1930), a British writer, outlined its principles
much earlier, when he stated: " Any great industrial enterprise
needs a vision of some distant goal, and a plamning expedition
for the struggle against human inertia and material
difficulties". Since then, there had been little attention in the
business literature to the formulation of 'a theory.

Second, The development of strategy as a field of study has
been sporadic due to the failure of many academics to recognise
the significance of its concepts until after World War II, and
the inabilities of its practitioners (strategists) to effect an
organisational change sought by many top managers in the late
1970's.

The demission of corporate planners began when strategy
professionals, at that time, failed to project unforeseen
environmental changes (oil prices increases, the rise of
international competitors). These caused a turning away by many
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multinationals firm from a strategic method of planmning to a
business portfolio method of plamming. This attitude by top
management and theorists on "corporate strategists" lasted until
the middle 1980's.

Top management did not make the change directly. Instead
they diplomatically distanced themselves from the plammers. These
strategists sensed the distancing on the part of top management
and adapted by producing more complete analyses, hoping to
satisfy their superiors. The top managment, in turn, saw the more
complete studies as excess paper. Only in the late 1980's has
there been a renaissance in the development of strategic
management. However even using its elements of plamning from the
1900's to its international business practice of today, this
field of study still lacks an overall strategic theory.

Third, the failure of current writers and theorists to
recognize and write about the concepts of strategic piaming as
they developed in commerce. For example, as a practice, several
American executives (i.e. Henry Ford, Alfred Sloane, and Pierre
Du Pont) were using the principles of strategy in the 1920's and
throughout the 1940's without it being labelled as such. There
was a group of authors (Barnard, 1938; Newman, 1948) writing
about plamning principles. However, they wrote more of the
process of setting objectives rather than addressing strategy as
a concept.

Early writers, such as Professor Newman of the Columbia
Business School for example, defined strategy "as a follow-up
plan to evaluate the anticipated reactions of customers, fellow
executives and suppliers" He never addressed the process of
plafming as approaching a concept of management or attempted in
literature to separate it from the other duties of an
administrator. In short, this was more about explaining the

Page 47



Strategy- Chapter Two

concepts of Fayol (1961) as the elements of administration rather
than strategy as a managerial process.

2.8.1 The Development of Strategic Management Principles

It was not until much later that the genesis of strategy as a
managerial process was first academically implied by a business
writer. This was done by Drucker (1954) in the framing of his
question to managers by asking " Do you know what is your main
business and what business you should ‘ be in? And when you
answering this question, all else should follow".

Yet, it was some ten more years before the first wave of
American writers (Alfred Chandler, 1962; Kemneth Andrews, 1965)
focused explicitly on the concept of strategy, followed by
writers in the European context (Igor Ansoff, 1965; Robert
Heller, 1967; Kemneth Taylor, 1971).

However as a concept, it was Chandler (1962) in his
seminal research of structure and strategy that first broached
the concept of strategy by stating, "strategy is the
determination of long-term goals and the allocation of resources
necessary to carry them out".

But it was Andrews, who first combined the procedural
thinking of Drucker, the current practice of some managers, and
Chandler's concept of strategy into current usage by stating,
"corporate strategy is the pattern of decisions in a company that
determines its goals, reveals its objectives, and produces a
policy for achieving those goals... it is an organisational
process inseparable from the culture, structure, and behaviour of

a company "(pp.l- 4).

Ansoff, on the other hand, defined strategy as the "common
thread" combining a company activities, growth vector,
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competitive advantage, synergy of joint efforts and its
products/markets interface (p.l63). A definition encompassing
most of the principles of strategic management.

2.8.2 The Terms and The Role of Strategic Management

From these contrasting views, strategic management as a field
of study has been labelled at various times “policy-
making","strategic planmning" and "business strategy". Even today,
the definition of strategy hinges on whether it is a broad goal-
setting focus (Andrews) or a narrow one (Ansoff); whether there
are many Separate components (Ansoff) or is just a process of
thinking strategically (Andrews).

From the sample of writings above, the general area of
strategy shows that the practice of strategy has been changing,
and the search for terms and definitions goes on. As the subject
area has become broader, the problem of choosing job titles/areas
of expertise has become more difficult, and the agreement on
common terms sesms to be more remote.

After some seventy-five years of being practised, the term
"strategic management"” has evolved to be the preferred
nomenclature by the majority of its practitioners and subject
matter specialists. For example, business policy as a term
traditionally associated with the course in business schools is
no longer accepted by researchers (Glueck and Jauch, 1984:4).
This was confirmed when the American Assembly of Collegiate
Schools of Business (1976) strongly suggested that accredited
schools teach strategic management rather than business policy.
Gradually from that point on, the term -strategic management- has
been deemed to be more precise to the role representative of the
task which "business strategy makers"” will play throughout the
1990's (see Appendix A for a discussion of professionals'
attempts to adopt the term). It was the beginning of a trend.
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2.9 MAJOR INFLUENCES

Like everyone else, managers in companies react to trends. These
trends represent a particular application of strategic influences
which were coming into vogue by the most forward-thinking
managers rather than as the most dominant managerial practice. To
give a historical perspective on the rise of each of these major
influences on strategic management within a period of time that
they first appeared, Table No. 1 was constructed. Any
projections of the key strategic thrust and methods to be used
by managers shown on this Table 1 from 1990 through the year
2000 are speculative. This is not the case in the time periods
from the 1900's through 1980.

Very little of the literature provides any indication as
to how strategy was developed. Drucker attempted it in his book
on management (1973) to piece together a picture how management
in general was developed. But it is the research of Chandler
(1977) that indicates that a combination of trends that overall
developed the field of management and business strategy. Using
this as a research map, five factors seem to be the major trend-
setters. They are reflected in Table No. 1 on the next page.

The five dominant influences arising in each period were as
follow: (1) Product-M?rket Composite; (2) Emerging Organisational
Structure; (3) Key Governance Process; (4) Most Popular
Management Model; and (5) The Number of Business Schools. These
were, further, developed from a number of writers (Chandler,
1977; Adams,1986; Quinn and Mintzberg, 1988; Drucker, 1973). The
interplay between each of them as influences either enhanced or
developed strategy-making from a primitive "trial and error"
process to one of concepts and principles. In short, they are
contextual factors for the rise of strategic management.
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The table, on the previous page, uses the following
contextual factors as taken from the literature. For example,
Chandler described the product-market composite as "the centre
core of activities from which a firm received most of its
revenue"; Quinn/ Mintzberg indicated that the organisational
structure is "the type of relationship in how technology, span
of control, and operations were structured "; Mintzberg wrote

that the governance process "reflected the chief control and
direction by the way that a strategy would be judged".

The other two contributing factors were from Adams, who
indicated that the management models were "the most up-to-date
methods in how managers, generally, operated or reflected the
training in how they should operate"; and from Drucker, who wrote
how the number of business schools "by their growth implied the
level of sophistication and standardization of strategy being
taught to future strategy-makers".

Overall, the table shows how each influence has an uniqt\Je
context; how the managers' perceptions and interpretations of
the contextual factors in each period influenced their method of
strategy and the results being sought. The description for each
period is as follows:

2.9.1 The Periods Preceding 1900: Military & Religious
- Bureaucracy Period. These periods were best characterised as when
strategy was used as the military parlance for warfare and
political control. It could be stated that it was taught in some
form or other since the birth of civilization, but it was first
documented as being done by Sun Tzu two and a half thousand
years ago. Its importance as a topic of study goes back to 1513
when Nicolo Machiavelli in his counsel to the Prince, Lorenzo De
Medici stated .... "he , who rules others shall have no other aim
or thought for study than war and its rules "(chapter XIV).
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Strategy, in this period, was primarily a military device
for the seizure of land and wealth. For these reasons, the key
products and markets used were labelled agricultural (i.e. tea,
land, cotton) and extractive ( i.e. gold, iron and silver). They
were periods of religious crusades (into Palestine in 1099) and
European warfare. Their purposes as a strategic process were to
conquer, in the acquisitional sense, the land and goods of others
for either God, king or country. The strategy-making was done by
those who gained their power by a hierarchical structure using a
downward span of control.

The power to manage being delegated by either a royal birth,
legacy, church or military organisation, and symbolized by those
carried in a gestatorial (ceremonial) chair. The literature
indicates that its management style would be 1labelled as
"missionary”, for it operated based on an common ideology, had
little specialization of skills, and was decentralized
(Quinn/Mintzberg, 1988).

Up through the medieval ages into the 1900's, revolutions in
industry, and agriculture converted the need for strategy from a
military use to a commercial one.

It was in this period that the growth of markets were made
possible by larger ships and improved highways which permitted
the efficiency of an expended division of labour. Productivity
was aided by such development as steam power, electricity and
improved metal working. Scientific and mechanized agriculture
increased output and the efficiency of labour in food produc'tion.
However, markets were local, and shops were small in scale and
workforce., This was the general pattern of commerce until World
War I.

After the 1900's, the Table is calibrated into six 20 years
periods. These periods are not to be exact and may overlap by 5
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to 10 years. The key governance process within each period
reflected the most dominant type of strategy being produced at
that time. What follows is a succinct summary of each.

2.9.2 The Period of 1900-1920: Entrepreneurial Mode. This
period up to World War I, began the rise of large-scale
organisations which were mostly managed by entrepreneurial
individuals or their families. The product was generally a single
product and the markets were regional.

The key governance process was profits at any cause and
managed by the principles of Fredrick Taylor "where employees
were viewed as economic units". The first business school, Amos
Tuck Business School of Dartmouth College, was established in
1901 where business policy (strategy) as a topic was first
taught. It was followed shortly by the Wharton School of Commerce
and the Harvard Business School. In this mode, strategy-making
was dominated by the active search for new opportunities using
big bold steps.

2.9.3 Period of 1920-1940: Machine Bureaucracy Mode. This period
ushered in the standardization of work and management. It was
because products became more sophisticated and were multi~lines
with some international markets and the expansion of national
markets.

Also, the basic organisation became functional and was
controlled by master plans as prepared by analysts. The analyst
assumes major planning responsibility alongside the manager.
Factory workers were  being recruited from the agricultural
sector into an industrial economy which used apprenticeship
schemes as the prevailing management models for increased
productivity.
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Strategy-making was directed more to how the firm could
gain a better strategic fit with its business environment which
was now becoming more hostile and competitive.

2.9.4 The Period of 1940-60: Divisional- Plaming Mode. The
diversification of product and customers became evident in this
period. Organisation became more complex with three or more
layers of management.

The management focus was more analytical using profit and
cost centres for control and growth. Special training for front
line supervisors and the staffing of technical personnel in
areas such as marketing, accounting and engineering was the
management model. Strategy-making was, mostly, geared to the
defence of regional markets and expansion into national markets.

2.9.5 The Period of 1960-80: Professional Bureaucracy. In this
period was the rise of administration and the specialization of
skills. They were created because existing products had to be
standardised for increasing demands and new products had to be
developed for an increasingly more complex and technically-
advanced global market.

In this period, strategy-making became one of the skills
being required for better internal coordination of multi-
divisional structures. To meet this demand, professional managers
were now being hired from business schools in growing numbers and
placed over multi-structured organisations using market,
product and regional control systems. The thrust was a
combination of growth and expansion strategies. They were used
for either acquisitions, vertical and/or horizonal
integrations of customers and suppliers from national markets
into international ones.
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2.9.6 The Period of 1980-2000: Adhocracy and Adaptive Mode.

The business environment in this period is projected to continue
on a rapid and complex ascent by the pressures of new and
international competitors.

It is further projected that expertise will require the
hiring of specially-trained staff with international experience
in the areas of management, finance, production, and planning to
cope with the rising uncertainty of international  markets.
Flexibility and adaptability will be the dominant factors used in
the setting of goals and reacting to problems.

Decisions will increasingly be made by both the
departmental heads of functions and production. Freedom will
start to be given to divisions located in off-shore operations to
make production and service decisions, but the headquarters will
continue to have control over most marketing and financing
departments. The network is becoming moderately flexible, and
‘decisions will be centralised with power being given to experts.

These experts, whose knowledge and skills have been highly
developed in training programmes and business schools, will be
controlled by an extensive international communication system.
Strategy-making will become more fragmented, more flexible, and
enable local divisions to react decisively to the newest or
strongest threat arising from the environment.

2.9.7 The Year 2000: Polyvalent- Entrepreneurial Mode.
Management in this period must deal with the short term problem
of rapid change, whilst developing more innovative products.
Competition will become tougher,ever changing as the customers
become more sophisticated in specifying value over cost. Due to
the levelling effect of technology, smaller firms will be able
to compete head on with larger ones. Downsizing and restructuring
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into smaller units by many of the larger international firms will
take place.

Contemporary writers (Peters, 1987:3l; Waterman, 1989:102)
estimate that up to 75 percent of most larger firms' middle
managers will be reduced and the lead time for developing new
products to market will be slashed by some 90 percent. Risk-
taking, entrepreneurship, independent action and flexibility will
be the chief modes of management. Employees will be expected to
be polyvalent- able to deal simultaneously with current and
future problems at the same time.

In his vision of the future, Handy (1989) projects that a
significant amount of the workforce within some firms will become
self-employed and hired through personal contracts. Others in
the workforce will be hired and trained for their
entrepreneurial and technical skills.

Based on Handy, the governance process will be to seek new
opportunities and competitive advantages by more and better
innovation. Worldwide operations will be completely autogenous
from one workstation to another; using a flexible and linked
(nexus) organisational structure with one project manager

reporting to another.

In this period, all aspects of a project will be
distributed all over the world building on values indigenous to
certain areas of the globe. For example, a product may be
designed in North America, manufactured in Thailand, tested for
quality in Japan, assembled in Germany and sold in Britain. It
will be later serviced by a subsidiary of the parent company.
This is the type of linked project manufacturing-service company
being forecasted in the year 2000 by the studies at Boston
University (Miller et al,1983).
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This international dimension of production, communication
and operations will be linked by computers, and joint cooperative
agreements forced upon them by knowledgeable customers ( e. g.
airbus, motor car). The emerging management model will be for
employees to be granted freedom to innovate and experiment on
company time. The overall organisational structure will be
extremely flexible and training will be offered to combat
obsolescence and to stimulate imnovation amongst the workforce.

It is projected that strategy-making will be punctuated and
multi-layered to provide a series of co-ordinal technological,
behavioural, and human resource strategies to combat occupational
obsolescence. Discussion of the strategic elements to be used by
this mode will be illustrated in Chapter Five.

2.10 DISCUSSION ON HOW BUSINESS STRATEGY WAS DEVELOPED

The literature (Chandler, 1977) describes how major impetus in
the development of strategic management owed its origins largely
to rapid and hostile changes being faced by businesses.

These hostile changes go as far back as the 1920's and
intensified through the 1940's. It was in this twenty year -
period of fluxion that strategy became recognized as being
important and useful to the conduct of business. Business
concepts before this period were directed more to functional and
task specializations.

The period of time as exhibited in Table No.l, (1920-40:
MACHINE BUREAUCRACY) was the watershed for strategy development
and awareness. This was the period when the business environment
became increasingly more competitive.

Out of a body of literature including the research of
Forrester (1961); Chandler (1977); Smith (1963); and Ansoff
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(1965) there seem to be nine different factors with a direct
bearing on the need for gaining a better strategic perspective
within the field of management. They range from factors in the
environment to the development of strategy as a discipline within
the field of management, and are discussed in the Appendix

Section of this study.
These factors as ranked in importance were:

Business Enviromment became more hostile.

=
.

The spread of foreign markets and operations.

Unforeseen decline of markets and products.
Rise in technical and pecuniary economies theories.

Investment cycles became longer and risk greater.

Organisational structure became more complex.
Management education providers increased.
Wealth—-creation opportunities in management,
Standardization of strategy as a managerial tool.

W 00 N O T &~ W N
L]

A combination of these factors, therein, forced business
leaders to use more rational approaches in their efforts to
understand, control and exploit these changes.

The major development of this discipline was the
recognition by corporate plamers in the 1980's that the
nomenclature of being "a plammer rather than a manager"was
misleading and by its continuous use isolated the plammers from
the mainstream of management. It is in the ADHOCRACY MODE that
the proponents of strategic plamming began to question the
overall effectiveness of its practice,‘ and to concentrate
academically and professionally on the search for an overall
theory.
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2.11 Summary

The literature on military strategy offers a series of enabling
rules as to how strategy should be executed. However, it was the
acts of immovation (stirrup, and improved weaponry) which changed
the strategic superiority of one force over another. This
supports the argument that a strategy of immovation is the
ultimate strategy for changing the rules of competition.

This chapter also shows that the field of strategic
management is not contained in any applied science, but its core
ideas are now being incorporated into industrial organisation
research and is one of the central fields in modern business
theory and practice. The field of strategy is best described by
Hofer (1984) who explained how the field must now concern itself
with two main cores of study. '

The first core of strategic management should deal with all
aspects of strategy formulation and execution; and the second
being the macro-organisational design and behaviour pattern of
managers in a business situation. These two core ideas give a
guide to how a strategic paradigm within the boundaries of this
field should be designed.

In the managers' quest for answers, the chapter outlined
how attempts were made academically to formulate a strategic
theory. In short, the stakeholders in business increased from the
will of the few to the concerns of many. The understanding gained
here as to how the field of strategy was developed will become
increasingly more important as the need for all types of firms to
immovate becomes the new thrust in the field of strategic
management.

This chapter provides a strong contextual background to the
development of this thesis. This review of the literature
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indicated how the convergence of the factors discussed in
Appendix A, and business conditions in the early 1900's
intensified the efforts of modern business managers to develop a
study of strategy. It also discusses as to how by 1930, strategy
evolved into a a tool for managers to acquire, expand or merge
their firms more competitively than in the 1920's.

Up through this period, the general thinking about
strategic issues varied little from the first article on the
topic written in the Harvard Business Review (1922), descriptive
on what has been done or prescriptive on what should be done.
Either way, the planning styles were, by and large,
retrospective in nature.

Further, the researchers, in the past, precluded the
consideration of widely differing options, resulting in an
intellectual planning straitjacket of concepts. Their analytical
approach was based on decimal points and consolidation of
disciplines, but not on the strategic direction needed for the
future. A strategic approach requiring the need for immovation
and flexibility was often missing in their plamning schemes. They
failed to understand that a corporate strategic profile should be
considered only as the initial steps in a competitive strategy.
It is secondary to the drafting and negotiating of a mission
statement which must be articulated to and understood by all
employees. The mission statement will then form the unifying
thread for strategic implementation as stated by Ansoff.

By contrast, current researchers (e.g. Hofer, Glueck and
Jauch, Tilles, Quinn) indicates that strategic management
includes formulation, and implementation, plus evaluation and
control. They focus on how the mission of the corporation
derived from the interaction of internal and external
‘environmental factors, modified by the needs and values of top
management is the key strategic ingredient. They argue how a
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precise statement of mission is needed to guide the firm in the
setting of objectives and the formulation of strategy and
policies. Then, strategy is implemented through specific
programmes, budgets and procedures. They understand that
corporate strategy and business policy only explore the ways a
firm can develop a "portfolio strategy" for its many activities.

They, now, believe that a firm needs three levels of
strategy- corporate, business, and functional- to form a
hierarchy of strategy interacting for a firm to be successful. It
is by the monitoring of these separate strategies that management
can evaluate its performance toward future, not Jjust the
formulation.

It was during these periods (from 1920 through the 60's as
exhibited in Table 1 that the field of strategy developed from
a single concept of planning into a multi-purposed one dealing
with uncertainty by using an overall organisational approach to
solving strategic problems. However, it was not until the
rise of professionalism era in the 1960's that the field of
strategic management was stimulated. A force created by the
needs of management and an increasing complex business
environment. As businesses in the USA and other developed
countries flourished, the number of  Dbusiness schools
proliferated, growing from three in the nineteenth century to 50
by 1920, and to 85 by 1940. The emergence of a need for this new
skill became the major reason why many entered business schools.
It was when managers sought a greater variety of systems that
there was a rise in the field of strategic management.

2.11.1 Implications Arising

From the literature review, it is clearer now why the present and
future climates of change require more dynamic models than those
used previously. It, also, indicated how that strategic models
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in the future will require more stimulation from innovation and
more entrepreneurial acts by all employees to a specific mission.

Discussions will be presented in the following chapters and
in the Appendix section on how the "nescient principle "(a belief
that most top managers will be operating in ignorance) governs
when managers totally start to believe in either the analytical
school or the intuitive schools of strategy. And how the
sovereignty principle is the" supreme element" (as to what type
of business and experience the firm has previously been
successful in) will dictate how strategic choices are selected
(Andrews 1965: quoting Stephenson (1976) states that "the
knowledge and experience of the firm are the truly key links
which determine a firm's core competences".

These principles which form the basis for this research

raise questions such as:

i) Is there one principle or a series of patterns as to
how a strategy for innovation will be developed?

ii) What are the enabling elements a manager should
incorporate into a successful strategy for innovation?

iii) Is a strategy for immovation (change) different from
one of growth or one of profit?

To these questions, the elements which are needed to have
the most enabling type of strategy will be argued elsewhere in
this thesis. It will be argued that there are up to nine
"enabling" elements for a successful strategy, especially in the
development of an imnovation.

Research indicates that the key five elements are: (1) The
mission statement is the sovereignty element in which all
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alternatives are evaluated; (2) Most plans are incomplete unless
employees at every level are trained to communicate without bias
about what is happening in their environment; (3) The company
should have a plan to combat occupational obsolescence so
innovation can occur when an employee has time away to learn; (4)
The company should have funds allocate for the specific
investigation and development of imnovation; and (5) The
strategy should be able to reward all types of employees that
contribute with new ways and be willing to bend to internal
forces as well as external ones.

Jentral to all of these sets of definitions is the need to
mobilize others to a plan which includes as much information as
possible. The presence of certain factors ( goals, base of
information, mission statement, action) constitute a strategy
whether it is a process, concept or plan. A strategy, at its
best, can provide a degree of certainty that one is acting
"proactively"” in an uncertain environment, but it is not a
guarantee of success.

Hopefully, the next stage of development within the field
of strategic management will concern itself as to how change,
immovation, and entrepreneurship will take leading roles which
will assist in the development of a strategic theory. This is one
of the central themes in this thesis.

In support of this theme, the nine strategic elements, as
outlined above, were developed into specific questions which were
dispersed throughout the questiomnaire. The linkage of these
questions will determine whether or not each respondent is truly
using a formal strategy. The construction and reference for these
strategic elements are shown in Exhibit No. 1 and in the

Supplementary Chart- Exhibit 1A on the next page.
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CHART EXIHIBIT 1A
LINKING STRATEGIC ELEMENTS TO QUESTIONNAIRE IN EXHIBIT No. 1
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CHAPTER THREE
INNOVATION AND STRATEGY

3.0 AIMS

This chapter provides some traditional definitions, and concepts on

innovation as they relate to strategy.

It starts by outlining two basic types of innovation and the
sequences of their development from basic research to placing a.
product on the market. Then, it explores the various schools of
writing and how they defined the causes of imnovation. The
understanding of these concepts and arguments shapes one of the
conceptual foundations for this study.

3.1 INTRODUCTION

Although this study is primarily concerned with a broad definition of
innovation (the effective application of a new idea), the literature
supports many other definitions. For instance, specifically:

(a) There is a technical definition (Littler, 1988) that
technological immovation occurs "when technology replaces a skill or
enhances a skill" to the degree that it coined a new name or spawned
a new industry (e.g. from hand lettering to typing to word
processing);

(b) There is a scientific definition as stipulated by CLark

(1961) that "innovation is the end process of any invention which has
been commercially tested";
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(c) There is a marketing definition as suggested by Gerlach and
Wainwright (1968) and covers six types of product innovation, namely:

1. A process or product new to a firm, but not new to the world
2. A different size, or weight

3. A new package, form or delivery

4. A different material or physiéal form

5. An improved version of an existing product/service

6. A truly new product rising from an invention

(d) Finally there is a strategic definition of innovation as
defined by Henderson (1989:141) that "imnovation is the evolution of
change for a competitive advantage whether it is a new product, idea,
or process. The plaming for this change requires a deliberate
search and that is the mission of a strategy for imnovation ".

Clearly the range of these definitions opens the way to many
others, However, this study discusses Jjust two of the definitions
for imnovation: the technical process and the strategic view. From
these two definitions, several questions will be answered as to how
imovation is linked to other strategic issues in the literature.

The first recurring question is whether imnovation is defined
differently when it used for developing new products than when it is
used if one is just seeking improvements in existing ones. Other keys
questions are: is there a difference in the literature depending on
whether the innovation is service or production -oriented? Or is
there a different way in which product innovation varies from process
imovation in terms as to how they are stimulated? These questions
are debated in several different ways.

Braun (198l) argues that existing theories do not fully

explain our requirements for understanding how immovation is created.
Moreover, he prophesied "if one could understand the circumstances,
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at least, imnovation could be nurtured, directed or assisted in its

development”.

First, the literature tends to wander how certain activities
lead to imnovation, but does crystalize on several points. One is
the Constellation of Circumstances Theory advanced by Braun that the
first step toward innovation is the identification of a weak link in
an existing manufacturing or servicing system. This link may be
revealed from a variety of individual circumstances: skill shortage,v
lack of material, wastage of energy, returned goods, loss of key
customers, inadequate output, safety regulations, unreliable
equipment, high costs, and poor working conditions. This list is not
exhaustive.,

The second point is that generally an actor turns to existing
technology (machinery, process, knowledge) to solve the problem. This
actor may be an immovation champion acting independently or a wide
range of persommel. These actors borrowing from other theories of
immovation are: gate-keepers, researchers, managers, intrapreneurs,
product champions, etc. The key element is the belief of an actor(s)
that a problem can be solved or must be solved.

To this point, Braun argues that only when these actors failed
to solve the problem with existing methods or technology that
imnovation begins. For it is in this next phase (when an actor tries
to modify current technology to solve the problem or begin a
programme to solve the problem) that the second phase of immovation
begins.

From these two stages, implementation and commercial acceptance
may proceed incrementally or in large leaps. The essential element is
that actors will follow certain steps when circumstances lead to the
discovery of a weak link; when there are actors wanting a change; and
that there must be some type of testing before offering it
commercially, It seems from these points that imnovation requires a
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plan of discovery based on monitoring circumstances and structuring
a programme as to how dinnovation will work. Some argue that
organisational development of such a plan provides a strategic focus
for imovation within a firm (Quinn, 1989:637; Burgelman 1984:34).

In a similar vein, there seems to be an increasing belief that
the practice of imnovation should be incorporated into the field of
strategic management as one of the mainstays for dealing with keener
competition, declining markets, drops in market shares, and
envirommental turbulence (Drucker, 1985).

Others (Hounshell and Smith, 1988) believe the most successful
imnovation systems aren't systems at all. Drawing lines between
strategy, management, theoretical and épplied research are arbitrary
acts, for it is the enviromment which stimulates imnovation.

They argue for environments hospitable to people with imnovative
thoughts. For economic policies which encourage people to explore new
paths and take meaningful risks at reasonable costs. For companies
where imnovation is nurtured and curiosity is a highly valued skill.
But a Jjustified criticism is that the proponents of this
envirommental approach do not show how skills and values should be
managed differently within such environments.

The other parts of the debate are whether the elements of being
imovative are  best stimulated formally or informally. A third
recurring theme is the nettlesome dichotomy between the larger firm
and the smaller one. Is the ideal organisational setting for the
stimulation of innovation, a division of a 1large firm, an
unstructured team of experts, or one man within a smaller firm?

Does innovation occur easier in a formal research and development

programme using professional researchers or best brought to fruition
by a tinkering self-motivated employee?
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Some corporate strategists (Roberts, 1965; Andrews, 1971)
believe pure science and applied technology should remain separate
and unequal. They argue that companies should be more interested in
the creation of market share rather than the creation of knowledge
unless the two somehow are linked. For example, some firms quite
wisely do virtually no research and development (R & D) and others
rely on a formal R&D programme to accomplish the same.

Between these extremes there are many variations and theories as
to how imnovation is simulated. Because of this array of opinions, an
overview on the process of imnovation follows.

3.2 DEFINITIONS OF THE INNOVATIVE PROCESS

Depending: as to which literature of technological change and
management is reviewed, the process of imnovation can be one of two
distinct yet closely related connotation.

In the technical sector, imnovation is seen as a a sequence of
evolutionary steps. As proposed by Bright (1969), the six stages of
innovation are:

1. Basic Research- investigating the scientific dimensions
of a physical phenomenon without any defined wuse in the mind of the

researchers.

2. Applied Research- identifying a specific use or application
of the knowledge gained in basic research.

3. Developmental- testing and modelling a potential application

into a set of specifications which can show the capabilities of a
new product or process.
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4, Experimental- converting a process model or prototype into
cost factors so the economic concerns for its overall feasibility as

an imovation is established.

5. Commercial- designing and assembling the manufacturing or
process equipment, then modifying it until a full manufacturing
operation is able to produce the imnovation and to reach acceptable
efficiencies needed in a commercial venture.

6. Marketing- overcoming any technical problems of distribution
and customer use by a new marketing method or an older one.

In practice, the separation of these six stages of technological
innovation is fuzzy. The sequence is not immutable, (e.g. steps 3 and
4 may precede step 2). Problems encountered at any one stage may
require backtracking to a previous stage. For instance, a difficulty
uncovered in a pilot project may signal the need for further
development or more applied research.

Similarly, management practice requires forward bridging of
these sequences from time to time. Thus, basic research shades into
applied research, and applied research shades into development.
Especially important is a frequent checking of market potential and
market requirements during all of the stages except basic research.

Further, the type of output projected for each phase is
revealing. Table no. 2, to follow, presents an outline of these six
stages of technological immovation with respect to output,
predictability of results, and types of persomnel involved.
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Table No. 2: Nocmsl Stages of a Technological Imnovation

Ability to Kirds of Persomel
Stages Output Predict Results Irrvolved

1.Basic research Knowledge Fone Scisntists/researchers
2.Applied research Application Little Inventors and engineers
3.Development Operationally tested Sone Proposer to managers
4.Pilot Project Beonowdc factors Modecate Ocganisation-sponsored
5.Integration Systesatic Approach Moderate Managers, Specialists
6.Marketing Buyer acceptance " Bigh Marketing persomel

Sources: adspted from Littler, 1988; Pinchot, 1986; Rewsan and Logan, 1976

This table outlines how technological immovation,
starting with basic research, is dominated generally by trained
persomel through its development 'process (Newman and Logan,
1976:159). It also illustrates the key features of technological
imovation and how persomel is controlled and the predictability of
results at each stage, It implies that a strategy is in place
because few companies allow their persomnel to organise their own
work without approval or a defined objective. '

The feature of how and why these persomnel are controlled is
something that the literature does not address adequately. The
variations as to how these personnel could be controlled are numerous
of just a few. But they must be controlled to some type of plan.

The question arising about structure and immovation is whether
or not employees of a firm are managed in a style and structure and
using a type of a technological strategy that may be loosely défined
or tightly controlled ? For instance, certain companies permit their
researchers to devote, say, 20% of their time to anything that
intrigue them. Other companies impose tight budgets and firm
deadlines for each stage of development. These types of guide lines -
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policy- focus the effort and are directly derived from some type of
a company strategy.

For an contrasting view in the business literature, immovation
is sometimes regarded as an act-the commercial exploitation of an
invention - for a strategic advantage. Followers of this more
restricted view are observing the distinction between invention and
imnovation first advanced by Schumpeter (1942). One of the debates
within this body of literature is whether immovation and Iinvention
are separate activities or the latter development of the same. The
literature clearly states that invention is an essential perquisite
of innovation, but it does not argue that immovation, itself, is a
sufficient condition of invention.

In fact, much of the literature overlooks how the ingenious
marriage of exploiting an invention's features and developing a
marketable immovation often gives a company an unique strength. It
also overlooks the view that it is not the improving of the features
of an invention, but the marketing of its benefits that is one of the
concepts to successful strategic imovation. It does not emphasize
enough how the scamming of the environment, and the management
structure and style determine the pace and urgency to whiéh an
inmnovation is developed. The technical literature explains at great
length about the process of immovation and invention, but not the
variety of persomnel and the strategic concepts to which they
operate. The adoption of these concepts is best done in six
steps as shown in Table No. 3:

Table No. 3: Normal Stages of a Strategic Innovation

Ability To Types of Persoonel
Stage Output Predict Results Involved

1. Conceptualizing An Idea Little Tinkerers, Intraprensurs
2. Imdustry Analysis Peasibility Little Plamners, Top Management
3. Scaming Procedure Competitive Edge fioderate Nev Business Specialists
4. Development Feasibility Moderate Enginesrs, Specialists
S. Customer Research New Market Bigh Marketing researchers
6. Education of Buyers Competitive BEdge High Sales Specialists

Source: Pinchot, 1986; Quinn, 1968;and Drucke-, 1990.
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Table No. 3 shows how the sequential steps in a strategic sense
differs from the technological immovation in several different ways.
First, unlike the technological imnovation, it is not primarily used
to solve a problem, but to compete using immovation for lower costs
or product differentiation strategies (Porter, 1986). Secomd, it
generally starts from a conceptualizing stage rather than from basic
research and goes from applied research to educating the customers
(Burgelman, 1984). The competitive advantage is the speed in which a
firm goes from one stage to another. Third, a systematic scamning of
the industry is recommended before the development of an imnovation
is attempted. While these may seem to reflect a similar flow to the
steps in a normal technological development cycle, then what is its
strategic advantage?

In short, how fast, after applied research, the idea is
transferred into market acceptance determines its strategic value.
The speed of the immovation in passing through a sequence of
development is increased by some and deliberately slowed down by
others, each depending on its previous strategic history of either
being imnovative as a pioneer or a market follower.

These concepts of strategies for immovation were based upon the
tacit acceptance of the Schumpeterian distinction that the technology
. transfer or the organisational slack between application and full
commercial development constituted the strategic element.

The next question is how does a firm decide to innovate. This can
be approached by two separate and parallel tracks. First, there is
the formal method based on an industry analysis, which is a
prerequisite for drawing up a company strategy. Or secondly, there
are informal methods propelled by external forces of competition,
customers or suppliers, these are generally found in a maturing
industry. For in a mature industry lower costs are necessary to meet
price competition. Then the attempt to immovate resulting in lower
costs, cheaper material, etc. may be crucial. One approach used by
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many firms is to deal only with improvements where the savings are
significant (e.g. not less than 12 percent as used by Pratt & Whitney
Aircraft). On the other hand, newly designed products may be the
primary success factors in another industry, so there the focus would
be on products.

Other decisions rising from the overall strategic decision to
immovate still leave open the question of which type of product to
concentrate on.. Does a firm stick to existing products or does it
seek to capture new markets with new products? Does a firm develop
products that are (a) new, (b) patentable and (c) consumable (repeat
business) or just concentrate on core product improvements? Does it
acquire another firm as a forward integration method of
diversification in an attempt to innovate or seek to enter another
market where its core skills are transferrable ( e.g. Du Pont
development of nylon by its paint division).

Business 1literature, further, argues that the purpose of
imovation is to gain a competitive edge. To be truly competitive,
one may ask whether the elements of surprise and the speed in
developing the immovation must then be viewed as the essential
features. While dramatic innovations such as Carlson's Xerography or
Land's Polariod are mentioned as examples of immovation in business,
in reality, these are poor illustrations of immovation in practice.
To dwell on major discoveries are the fallacies of some and tend to
discount the incremental cycle of innovation.

Generally, the success of strategic immovation does not depend
solely on major breakthrough iﬁnovations, but more on a succession of
small improvements, built one upon another, that in total add up to a
major change. Does this indicates strongly that innovation is more
an evolutionary process rather than a revolutionary process? But can
imnovation be evolutionary and still possesses a competitive
advantage when other companies are aware of it being developed. This
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view opens up another dimension in how successful innovation can be
described, is it best defined as evolutionary or revolutionary?

The issue as to whether imnovation is best described as being
evolutionary or revolutionary is also argued in the literature.
Quinmn (1985) states that by his research "few, if any, major
imovations result from highly structured planning systems". The
operative word is major, for he argued while major innovations in
mature organisation can pose problems,”"flexible structures can
produce a stream of moderate innovations incrementally almost at

will”.

For contrast, the literature gives examples of Hewlett-Packard,
3M, Intel and Dewey & Almy, suppliers of highly technical
specialities, who immovate around and through formal plamning
systems. They, either by policies such as Intel, allow up to 20
percent of each employee's time to bring immovations to the
marketplace. Other companies form parallel programs to test new
technologies before system wide commitments. These programmes
incorporate the incremental character of immovation and provide a
more common description of the process than the random breakthrough
assumptions of some writers.

The other fallacy, argued in the literature, is the
relationship between the patents and imnovation. Klein (1977:639)
argues that only the holders of patents possess strategic advantages
within an industry. Bright (1969: 244) disagrees and believe it is the
firm's relationship with either sources of supply or buyers that
created a strategic advantage. He argues that while the basic
invention being protected by a patent is a great competitive
advantage, the majority of imnovations are done without such
protection.

He explains that it is the firm's speed to innovate past the
conceptual stage of an invention that determine its strategic
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advantage. Most firms advance an imnovation a step at a time, and
their success is measured by who is stepping fastest. Other firms
build on the advances of another, enter the market late by a plan and
still are successful. He found that companies using a combination of
strategies with a delayed method of marketing, but an accelerated
method of product development were common practices within certain
industries (e. g. chemical, electronics, and manufactliring).

What follows are the theoretical distinctions offered for
immovation and how the literature debates whether the process of
imnovation is a strategic element or not; when and how a firm gains a

competitive advantage.
3.3 THEORETICAL DISTINCTIONS

The theoretical distinction between what is innovation and invention
has been discussed by a wide range of management writers (Schumpeter,
1939, Fishlock, 1987; Mansfield, 1969; Blundell,1968; Jewkes,1969;
Bright, 1970; Little, 1988; Von Hoppel,1979; Drucker, 1985; Kanter,
1986). Each contributed to sharpen the definition between the
concepts according to whether they treated innovation as a commercial
process or a technical one.

These writers and theorists can be grouped into several
different schools, They range from those who view innovation as
either an expression of economics, a human endeavour, scientific
pursuit, to the school of the universalists, whom embrace any type of
measurable change as the same. Briefly each will be discussed as
follows:

From the economist school and one of the earliest writers
reviewed was Schumpeter. He regarded the process of immovation as
quite distinct from that of invention. He maintained that invention
could exist either independently of, or yet be combined with
immovation.
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In his view, he asserted that "invention is something which
never existed in the world or experienced by humans before, while ..
"innovations can be traced to some earlier conquest in the realm of
practical or theoretical knowledge that has occurred earlier (in the
remote past or immediate)". He further argued that invention may not
have any economic relevance, but an imnovation should have an
economic effect. His argument has an oddly up-to-date ring, not so
much in the terms of how the two concepts differ, but how they
should be measured from a commercial perspective.

On the other hand, from a humanist perspective, Mansfield
applied the term," imnovation" to be the sole province of applied
invention. He stated that economists have traditionally argued, and
wrongly, that an invention has little or no economic significance
until it is applied and accepted commercially. He felt that an
immovation began when an invention is éxploited fully by mankind
whether or not it has a commercial value.

Also supporting this humanistic point of view is Rogers, who
philosophised that immovation is "any idea perceived as new to the
individual". To this school, it really matters little so far as the
human behaviour is concerned, whether or not the idea is objectively
new to the world or how much amount of time has elapsed since its
discovery. It is the newness of the idea to the individuals using it
for the first time and if they determine it to be useful regardless
how long it has been around". To other theorists, this type of
definition seemed too broad and impractical to be useful.

For a more pragmatic view, one turns to Drucker (p.16,30), who
declared that" imnovation is the specific tool of entrepreneurs as
means by which they exploit change... It is capable of being
presented as a discipline, capable of being learned and practised. It
is the creation of value".
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Similarly, Kanter in her research (p.395) quoted several
definitions from Thompson, Roberts, and others, who believed, 'that
imovation is the process of developing any new and novel problem—
solving idea to impact on something already in existence'.

Thus, from this statement and using other definitions, the range
of immovation could be expressed as a new way of budgeting, writing
music, or making a product - the willingness of people to gamble on
the future in order to gain an advantage. Whilst Kanter expresses a
universal point of view that any type of improvement valued by humans
to improve their existence is innovation, it does not explain the
scope of innovation from a scientific viewpoint.

3.4 SCOPE OF INNOVATION

The scientific scope and range of innovation as a concept conveys
several meanings. This is particular true because the term is used in
many different ways across disciplines and industries.

For example, in some disciplines, it means the creation of
something new is stressed (e.g. in psychology and economics). Other
disciplines use it to emphasize the adoption of something new to
the adopter (e.g. in marketing and organisational science). Or, as
used in diagram 3.1, it describes the diffusion process of
acceptance, i.e. how the adoption of a new product, process or idea
is spread throughout a social milieu over time by different sections
of a comunity of users (Rogers,1983,1962).

Diagram 3.1:Time and Adoption of Imnovations

X-2 X-u X i+a
Tima of adoption of ianovations

M:Wnnmmumoﬁmqlm(mmrmm. 1962), p. 162
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This diagram illustrates how people can be classified in their
readiness to try new products. The adoption process can be
represented as a normal distribution when plotted over time, and each
of the five adopter groups has a differing wvalue. Whether this
adopter classification of time by Rogers can be used by an imnovating
firm is the question. It will be argued that the conversion of these
terms of Rogers could be correlated to be the same as the strategies
of a company: innovators (Pioneers and Opportunists) willing to try
new ideas at some risk; early adopters (Imitators) willing to adopt
new ideas early, but carefully; whilst early majority (Followers)
will adopt innovation only after the leaders in their industries do;
late majority (Dependents and Fatalists), on the other hand, will
adopt only when customers and standards of the industry force them to
do so; laggers (Traditionalists and Fatalists) will adopt an
imnmovation only when it has taken on the measure of tradition itself.

As to how this chart can be used, Rogers (1976:139) further
noted"... many immovations go through many extensive revisions,
essentially announcing this as "reinventing", in the process of
their adoption to be conceived as better than those in existence ".
He suggests that an immovating firm would use this adoption cycle in
a couple ways. One is to research potential users of an imnovation
and to phase sales communication material over time accordingly.
Second, the willingness of companies to immovate depends on the
mixture of its workforce recruited from the community at large.
jertain communities tend to have more people, who are immovators,
adopters, etc. and who are drawn there by education, life style, and
employment opportunities dictated by their skills. Thus, a firm
should locate in this type of coninunity and then use its marketing
forces to inform all potential wusers of the benefits of an
imnovation. This process of newness using employees and location
will stimulate innovation, internally and externally. Drucker refers
to this total concept as "the creative imitation process" and states
it begins with an employee with a new idea and ends only when it is
purchased with the expectation by a buyer, who welcome innovation. |
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Even when applying the basic concept of newness to the scope of
imovation, the field denies common terms. Also, it is lucidly clear
that the use of the word imnovation by so many. sources and
disciplines makes it so wide-ranging a topic that to render an edited
view is to narrow the power and complexity of the subject.

Two seminal definitions bearing out this conclusion. First from
the Central Advisory Council Report (1968) for Science and technology
where it is stated," immovation can imply simple investment in new
manufacturing equipment or any technical measures to improve' the
methods of production; whether it might means the whole sequence of
scientific research, market research, invention, development, design,
tooling, first production and marketing of a new product".

And later from the Project SAPPHO, a British-based study of 43
different industrial immovations in 1972 at the University of Sussex,
which qualified immovation as "a complex sequence of events,
involving scientific research from its invention to its
technological development 'resulting in management, production and
selling of it as a new product".

As a summary of the above definitions, imnovation depends on
inventions, but inventions must be harnessed to commercial activities
before they can contribute to society or an organisation. If any
conclusion can be drawn from the review of these writers it is that
a managerial, or scientific perspective differs as to what is an
imnovation. Different people offer different meanings, but can it be
reduced down to one definition is the question.

Different schools of thought indicate that innovations may
involve fundamentally new inventions, as well as they could refer to
any commercial improvements in existing methods of manufacturing/
service/ research. The key point is ...do they result in new versions
that can be measured economically superior to existing
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products/processes? In short, innovation is any novelty that has an
economic purpose.

3.5 INNOVATION AS A TOPIC FOR RESEARCH

For the purposes of this research, immovation as a concept and as a
logic for future research is defined herein: the conceptualizing,
development and introduction of new methods, tools, techniques, of
new approaches, philosophy, way of thinking; and new themes in an
existing field of application (Kanter,1983).

By these definitions, then, innovation could be interpreted as
anything that provide a competitive advantage. Examples of its
concepts are: a new accounting system, televideo as a new form of
comunication. Examples of new approaches may comprise using a new
management theory or the use of a matrix organisational structure.
New themes may contain topics such as intrapreneurship, corporate
culture, participation management or just the improved well-being of
one's workforce. New fields of its use, for examples, could include
the application of technology and a new type of organisation
theory; all can be included under this definition.

Setting aside the plethora of definitions in the literature, in
a strategic sense, a narrower definition is needed. The preferred
definition that best fits the need of strategic planning (MGimnis,
1984:47; Shepard,1967:470-7) perhaps is the following: '

"innovation occurs when a firm through its employees
learns to do something it did not do before, and then
proceeds to do it in a sustained way... or... learns not
to do something it formerly did, and proceeds not to do
it in a sustained way". |
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This means tha.t the immovative firm or its employees are willing to
learn new ways and the firm is willing to bend when it is useful for a
purpose. By this definition, it is the opposite of being "obsolescent".
This being a term when a process, idea, skill, or product is no longer
useful and has been clearly and authoritatively defined, both, in the
social science and engineering fields (Ferdinard, 1965; Mali, 1970;
Malmros, 1988). In other words, to immovate is to combat obsolescence
for a strategic advantage.

In a sense, this implies that strategic innovation is a contrast
to old and established methods, approaches, themes, and fields of
application. It is a dichotomy which can be made between the old and
new, the existing and the new, and supports a common definition and even
labels, regardless of industry. However, research does indicate in all
cases, that it requires a risk-taking entrepreneurial attitude toward
change (Leavitt,1973; Pettigrew, 1988; Drucker, 1985).

3.6 CATEGORIES OF INNOVATION

Further research indicates that the categories of innovation reflect to
some degree the difficulty which arises in defining the term of
imnovation without placing it in a context first. Whenever this is done,
it increases its value as a concept.

The value in placing imnovation as a practice or a process into
categories can ameliorate the concept from a vague murky topic of
interest into a multi-faceted discipline. In doing so, it approaches a
theory for imnovation in two different ways.

First, it ascertains that innovation can broadly be bifurcated into
two distinct and definite groups: one which either enhances current
skills and products or one which displaces them depending on the
constellation of circumstances which created them. Immovation represents
the most useful data, technique, process or product available at that
time. It is the opposite of being "obsolescent"-no longer useful.
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Secondly, it is more important and easier to classify them along a
continuum of impact which reflects the advances they have made whether
they are minor, major or radical improvements over that already
existing.

This is illustrated best when placed at the extreme end of the
continuum are the radical earth-shattering innovations (mentioned
earlier) which are generally rare events: the polariod camera or the
dry-copying process of Xerox are two unique examples of this ilk. And to
cluster at the other end of the continuum, the minor imnovations
comprised mostly of small improvements made incrementally. These
generally do not gain the headlines and attention, but their
contribution can be just as real and the gain may be substantial.

From this attempt to place immovations into categories, the impact
of two other key elements should be discussed. The first is how the
behaviour of individuals dictate the pattern of innovation and second,
how they use information.

3.7 INNOVATION BY THE INDIVIDUAL

The behaviour of the individual to imnovate is the untapped reserve
which probably accounts for most of the accomplishments of mankind in
the field of innovation. There is a rich field of the 1literature
(Colling and Moore, 1970; Madidique, 1980) existing on the heroic
indeperdent efforts of individuals to find immovative solutions or to
chart new courses for existing ways.

During the past two decades, new literature has emerged on
entrepreneurship (Quim, 1980; Schon, 1963) and product champions
(Pinchot, 1986) within firms who carry the burden of innovation against
organisational structure and resistance. The significance of such an
individual has been recognised for at least the last two centuries. It
was J. B. Say, the French economist, who first mentioned the
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entrepreneurial behaviou;: of the imnovator as" the pivot on which
everything turns" (Schumpeter, 1954:554).

The first academic to write extensively about these individuals,
who championed immovation, was A. D. Schon. Schon (1963:84) found that
the "new idea either finds a champion or dies". His analysis led him to
four basic conclusions: |

1. At the outset, the new idea encounters sharp resistance.

2. Overcoming this resistance requires vigorous self-promotion.

3. Proponents of the idea would work primarily through the informal
systems of an organisation rather than the formal structure to
win acceptance and sponsorship of its concept.

4, Typically one person emerged as the champion of the idea.

In the decades following Schon's work, new names for the old roles
of championing ideas within a corporation that he wrote about began to

appear in the literature such as internal entrepreneurs, business
imnovators, change agents, sponsors, and intrapreneurs " (Tushman,

1988:567).

Studies by others (Collins and Moore, 1964; Duschesneau and Olsen,
1977) found similar correlations between independently-acting managers,
entrepreneurs and product champions. One of the common characteristics
of these individuals was the way they were able to convert existing
information into ideas for immovation. It seems that this body of
literature clearly indicates that one of the keys to stimulating
imovation within a firm starts when the structure of the firm allows
these types of individuals time to experiment, and question existing
methods using the sponsorship by some type of corporate programme.

3.8 THE USE OF INFORMATION TO NURTURE INNOVATION

Studies indicate that information can be a doubled edged weapon for
imnovation; if used well, it can support new, imaginative developments
and be used to convince potential sponsors to approve its adoption and
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at the same time be used to quell criticism or to nullify opposition.
The literature (Myers and Marquis, 1969; Burgelman, 1984) outlines how
there are three main areas in which information could be wused by
inmnovators to support an imnovation adoption and to suppress resistance
to it:

1. Exploratory Areas- Imnovation by its definition involves leading
edge activities, whether an organisation is producing pure research or
introducing new practices. The key component for these activities is
the skilful use of information to identify problems or opportunities.
One of the roles for information in this area is to ensure that the
perceived benefits of imnovation are repeated at each junction of the
imnovation development. In this way, it sharpens the objective and scope
of the imovation. The other is the development of options. They, both,
are central to the imnovative effort in its incubatory stages of
exploration. Techniques which promote and aid these processes can make a
significant contribution and the use of well-documented reports is one
of them. This is a skill which can be taught.

2. Presentation of Ideas- Imnovators often have difficulty in
presenting their entrepreneurial vision in a convincing fashion. Most
are not aware that a new idea should be conveyed in both an analytical
and commercial way. The ability to present a new idea with both of these
views intact greatly improves the acceptance of an innovation.

3. Planning Techniques— The implementation of innovations is often
fraught with difficulties. While standard managerial techniques are
important, planning for entirely new ideas needs even greater
communication skills to lay out opportunities and problems clearly so
sponsors of an innovation can understand why things went wrong or right
to ensure continued financial and corporate support.

To these three points, Glueck (1985:59) agrees that whilst
immovation needs a champion, who is single-minded, creative, talented
and knowledgeable to spark an idea into an innovation, he states, "I
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suggest that there are two other attributes the product champion needs:
these attributes distinguish this type of individual from all others:
(1) the possession of an ability to store a tremendous amount of raw
information; and (2) the skill to commumicate, combine, order or cormect
information in a novel and better way so all can understand what is

being newly created".
3.9 SUMMARY

From this section of the literature review, it is clear that a
distinction can be made between invention and imnovation. An invention
can be defined as the discovery of something new- such as a new
production technique or a new product- not existing in the world before.
An immovation, on the other hand, can be defined either as the final
sequence after the introduction of an invention before its use
commercially or as a measured plammed improvement of an existing

process, product or service.

Among theorists, regardless of their disciplines, it is accepted
that immovation is nurtured best and quickest when circumstances dictate
a need for it. Further, these theorists believe that new products or
processes will not be introduced unless it appeared profitable to do so
and the world can exploit it fully.

Also arising from the literature, the development of five hypotheses
can be put forward: (1) immovation is a random process occurring because
of unsatisfactory circumstances and the curiosity of human nature create
a search for a better way. In the final analysis, it is a process of
trial and error in .which thousands of attempts may be made before a
successful way is found; (2) imnovation also occurs by individuals as
responses to the type of organisational structure in which they work.
The flexibility of the organisation structure, the use of information, a
firm's policy of allowing experimentation, the reaction of its
supervisory rank, and the type of business which the firm is in can
either retard or stimulate the process of imnovation. The linkage of
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these factors determines if imnovation has any strategic importance
attached to it.

Thus, innovation may be an external by-product of a firm's
enviromment, but it is more likely to be the product of a firm, its
structure, and its employees' efforts to immovate; (3) innovation is
the product of science and is the second scientific stage after
invention. This proposes that science has a logic and momentum of its
own which propels the advancement of an innovation. This school of
thought believes that each technological age has a time which will
produce a fair amount of immovations depending on whether an industry is
going through a time of great scarcity or surplus; (4) immovation occurs
because of a well-timed, well-financed, and committed strategy to
inmnovate; and (5) immovation is propelled, most often, by the drive for

more profits.

3.9.1 Implications Arising

This thesis argues that all innovations inherently, to some degree,
- have a strategic element attached to them and for an immovation to occur
systematically (being conceptualized and developed within an
organisation), it needs some type of a model for decision-making.
Examples for some of these models will be present in Chapter Four and
as to how these elements of imnovation form a strategic linkage will be

discussed in Chapter Five.

To discover which of these elements were used by non-users or users
in an effort to stimulate immovation and which of them are linked into
a formal strategy for immovation, a series of questions were framed in
the questiomnaire as shown in Exhibit No. 1. As to how these elements
were linked by the questiommaire, Supplementary Chart- Exhibit 1B (on
the next page) was constructed to display this linkage.
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CHAPTER FOUR

ELEMENTS FOR BUILDING A STRATEGY-MAKING MODEL

4.0 AIMS

This chapter provides an examination of a wide range of the most
popular plamning and strategic models used in business and in
how they are generally selected, formulated, and implemented.

The chapter begins with a blending of views about the
quality of the general elements required in a strategic
decision-making model. Then it discusses how specific elements
in most of the models, in varying degrees of sophistication, are
traceable to five major motors of strategic thinking: (1)
Intuition; (2) the  Experience Curve Theory; (3) Strategic
Business Units; (4) the Product life Cycle; and (5) Portfolio
Planning.

The suitability of some key models will be discussed in
respect of how each may develop the strategic element for
innovation as outlined in Chapter Three. The chapter concludes by

stating what are the most practicable purposes for each of
the models discussed. And whether each model will yield a view
of the firm's world which is measurable, understandable and
predictable to its users for the stimulation of immovation.
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4.1 INTRODUCTION

One of the goals of contemporary strategic management is to
develop a philosophy and an approach as to how it will analyse
and solve a problem strategically.

Philosophically it assumes that any of the causes that
creates a strategic problem can be explained and solved, provided
a systematic approach is used. Andrews (1971) states "when a
problem is studied systematically with a defined set of
variables, whether it is being used formally or informally by
managers then it is proper to call it a model". The strategic
choice arising from such a model can be no more sophisticated or
rational than the method of analysis embodied in the model
itself.

The distinction given to a strategic model is that it should
be able to determine envirommental problems as well as be able to
analyses them by a pattern of information. It should draw upon
observable elements for a comparison of where a company is in
relation to its environment, and provide a better understanding
of what the future holds to its user.

The inputs should be parsimonious and draw upon definable and
essential data which should enable a company to compete, survive,
and prosper. The outputs of the model should contain enough
useful information which will assist in the most feasible choice
possible.

4.3 DEFINITIONS OF A MODEL AND ITS ELEMENTS

Aczel (1989: 422) defined a model as a framework of evaluation
(or paradigm) which is a representation of something real.
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It should show important relationships among variables
therein, and be able to predict or explain what could or has
happened - an artificial description of the real world in
miniature- controllable, measurable and manageable in a scaled

down size.

In reality most models fall short in fully duplicating their
real world counterpart, but they can give one a simplified
version of a problem. Even with this admitted statement of
incompleteness, one can deal with the essential elements and
concentrate on the heart of a problem;

Encapsulated within each model are qualitative and
quantitative elements which are included in its construction.
Each of these elements should contribute enough useful
information so that the most rational decision can be made at
that time when consolidated. Each element of the model as a
variable should meet the tests of usefulness, accessibility,
suitability , and feasibility which will assist in the rationale
for the selection of one alternative over another.

Drucker ((1973) has identified other key elements needed in
a model for business planning. Succinctly, he outlined how the
features of dealing with the future, and digesting the most
current information available were the threshold elements needed
for managers to organize for action properly. He stated that a
strategic model 'is a continuous process of making present
entrepreneurial decisions systematically and with the best
possible knowledge of their futurity, organising systematically
the effort needed to carry out these decisions against
expectations through an organised feedback'.

A further definition was offered by Ansoff (1965) that a
strategic decision-making model should encompass the elements of
system, implementation, and measurement: making decisions
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systematically; preparing programmes for their implementation;
and measuring actual performance against programmes. Management
planning requires, therefore, a method to sustain all of these
efforts within precise standards by which one can evaluate
their performance. The underpimnings demand that a continuous
monitoring device be deployed to ensure that all resources are
being optimized toward a goal. Without such a monitoring, chaos
takes over and soon reduces any kind of organisation to a
miserable shamble.

Fayol (1961), a leading management specialist, 1listed four
general elements for an effective plan: unity, continuity,
flexibility and precision. He argues that these characteristics
are interdependent.

Unity implies that only one organisational plan should be
operating at any one time; if more than one plan is put into
action, confusion will result and organisational resources will
be used inefficiently. Continuity refers to the 1linking of
successive strategies over time so that long-term objectives are
finally attained. Flexibility is needed so the plan will be
dynamic to avoid the static property of being locked into an
untenable decision. Precision demands disciplined methods of
measuring and forecasting. Without reliable data and these
characteristics, strategy camot be formulated with reasonable
chances of success or be monitored for its tactical
effectiveness.

Andrews (1971) also addressed what key elements are needed
in a strategic model. They can be best described as "limiting
factors" and resources allocation" elements. He sharply defined
how the factors of judgement and strategic choices are bounded by
these elements. The quality of a strategy rests upon the type of
information that decision-makers (DMU's) have at their commands,
and in his opinion, "It is one of the chief reasons for planning
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in order that the limit of one's resources are made known to a
DMU; only then a strategy can be determined".

Diagram 4.1: Theoretical Decision-making Model

Inputs-Information Outputs-Benefits
Awareness A Problem Exist Best Choice Available
Dimensions of the Problem STRATEGIC Flexibility of Action
Why It Occurred-Causes {-— MODEL —> Unity of Resources
Variables and Relationships Precision of Data
Future Impact of the Problem . Continuity of Goals

4.4 ELEMENTS OF STRATEGIC CHOICES IN A DECISION-MAKTING MODEL

All strategic choices began with a bifurcated option of either

”

a" do nothing

or a this is the time to do something”
decision point. It is from the latter decision of taking action
that the level of a strategic analysis began and may over time
gradually develop into more sophisticated methodology. Springing
forth from this decision to take action there is a need for a
measurement based on a reference point. Change without reference
to an objective accumulation of data is meaningless. Turning to
the insightful comments of Nisbet (1969) " the perception that
there is a need for change without the dimension of time or an
instrument of rationality to measure alternatives, may in the

final analysis be fruitless".

To evaluate the alternatives available, one must choose a
criterion to distinguish between what constitutes a " good"
choice and a desirable end result from what would be considered
a " bad "or unsatisfactory choice. To do so, a manager must
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feel he/she does know or at least is confident that the model
will furnish all the choices available to his/her company. This
is a primary test of choice and usefulness.

Deciding which is the most appropriate form and type of
model to use is the first part of the equation for the primary
test of choice. The answer depends on the purpose of the
analysis, the nature of the problem, and the level of detail
required. The final answer 1is guided by two overriding
considerations, What kind of information is needed to make a
decision that is reasonably accurate, and how fast will the model
produce such an answer?

These results when gained from a model or by an attempt to
receive them can yield valuable insights such as: (1) forcing
the users of the models to recognise a problem area and to decide
what types of decisions are required; (2) identifying the
variables which are most likely to affect the performance of the
overall system; (3) gain