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ADVANCED STRATEGIC
MANAGEMENT: STRATEGY AS
MULTIPLE PERSPECTIVES

Mark Jenkins, Véronique Ambrosini and Nardine Collier

The purpose of a strategy is to provide a guiding and integrating basis for an
organization to achieve its goals. Following a quick skim through a range of strat-
egy books, the reader will find that much of strategy can typically be distilled into
a number of core elements: a clear mission and vision — a statement as to the pur-
pose of the organization, where it is going and what it will look like when it gets
there; a recognition of the most impactful external trends and their implications on
the strategy; insight regarding the distinctive capabilities of the organization, and also
a recognition of new capabilities that are needed to reach the destination; an indica-
tion of timescale, both in terms of the time by which the destination will be reached
and key phases and milestones along the way; a statement of the choices that are being
made in terms of the areas of activity and the way in which the organization needs to
be structured to deliver these; and finally, implementation, the changes which need to
be undertaken to deliver the strategy.

Strategic management can therefore be described as the managerial decisions, pro-
cesses and activities that allow the creation and implementation of a strategy. So what
therefore is ‘Advanced Strategic Management’? Our position is that much of the work
on strategic management tends to adopt a unitary perspective, and that given the
volatile, uncertain, complex and ambiguous nature of the strategy challenge, much can
be gained by introducing other lenses to evaluate and challenge some of the assump-
tions and blind spots of each unitary perspective. By bringing a range of different
perspectives to the strategy challenge, we hope to enrich and strengthen the way in
which strategy is both viewed and enacted.

None of the authors of this book can claim to be dyed-in-the-wool ‘strategists’; we
have all arrived in this domain by following varied paths across other occupations,
disciplines and functional areas. However, it is also fair to say that most of those who
teach, research and practise strategic management have travelled through similarly
eclectic paths. The variety of backgrounds to those working in the area of strategic
management is indicative of a domain which is essentially driven by particular kinds
of issues and problems rather than any specific doctrine. Strategy can therefore be
seen not as a discipline or a function or even a toolkit, but as an agenda: a series of
fundamental questions and problems that concern organizations and their successful
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development. It can also be seen as a field that has a rich, albeit relatively brief, history
which is constantly evolving in terms of areas of focus and underpinning disciplines
and philosophies.

Whether it be Chester Barnard’s treatise on the role of the individual executive
in the strategy of the organization (Barnard, 1938), Igor Ansoff’s focus on strategic
analysis for the purpose of decision making (Ansoff, 1965), Henry Mintzberg’s ener-
getic and eloquent critiques of the adoption of formal planning processes (Mintzberg,
1994), Andrew Pettigrew’s work on developing our understanding of strategic change
(Pettigrew, 1985), Colin Eden and Fran Ackerman’s (1998) view of strategy as a jour-
ney of organizational regeneration, Jay Barney’s (2003) proposal for an integrative
framework necessary for understanding the rapidly evolving field of strategic man-
agement or Richard Rumelt’s (2011) distinction between good and bad strategies,
they are all important contributions to the field of strategic management in that
they are all concerned with addressing questions regarding the future performance
of organizations.

If we define strategy as a particular kind of agenda then the imperative is to address
these questions and problems by whatever means at our disposal. Organizations are
some of the most complex phenomena studied in the social sciences; while it may be
convenient for academics to see strategy from unitary perspectives for the purposes of
conducting research, the complexity and difficulty of the challenge means that we have
to embrace any approach which can add to our ability to refine, develop and address
some of these strategic questions. It also underlines the converse issue that if we restrict
ourselves to unitary perspectives then we can never adequately explore such questions.

In addition to requiring a range of perspectives, the strategy agenda is concerned
with a range of levels. Strategic management is concerned with the success of the ‘orga-
nization’; in order to address this, we also have to consider the context or environment
in which the organization performs and the individuals whose actions help shape the
performance of the organization.

A review of organizational environment needs to consider competing firms or influ-
ential stakeholders, competing technologies or regulatory influence, all of which may
impact on the nature of strategic issues. A consideration of individual organizations
and how they operate deals with the ways in which resources and know-how are
combined to create performance. It is also about how distinctive such organizations
are and the basis by which they are able to create advantage over others. The final
level which strategic management needs to consider is the role of the individual. This
role in developing, engaging and enacting strategy is central to the nature of the pro-
cess. Each of these three levels interact and combine to create a dynamic set of ideas
which form the basis of strategic management; neither is sufficient but each is nec-
essary, and in our view each draws on differing perspectives in which to illuminate
important aspects and qualities. The final point is that the strategy agenda requires us
to constantly move between these three levels, to understand the dynamics between
them as well as exploring each level in depth. Clearly it requires a more sophisticated
approach than simply applying the same lens to look at these different levels of analy-
sis, and some emerging and alternative theories straddle and potentially integrate these
levels.

In addition to recognizing the importance of diverse perspectives, the need for mul-
tiple theoretical lenses and differing levels of analysis, there are also some important
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Figure 1.1

Context

Corporate

Competition

Control

Competence

Strategy: The main issues

areas of commonality. To some extent, many perspectives will cover strategic issues
such as Context, Competing, Corporate, Competences, Culture, Change and Control.
These are summarized in Figure 1.1. Some chapters will address many of these issues,
while some will only be concerned with one or two. Each perspective offers different
insights and addresses different aspects of the fundamental strategy questions.

While each chapter is unique and offers different interpretations in what follows, we
briefly elaborate on how the strategy agenda is covered through these seven categories
of Context, Competing, Corporate, Competences, Culture, Change and Control.

Context covers the issues concerned with an organization’s external environment: how
the external environment is perceived, how it is scanned, what the organization can
do to control it and to change it. It also refers to industry and market structure and
strategic groups.

Competing deals with how organizations gain customers, how they identify their com-
petitors and how they outperform them. It is also about the competitive strategies
organizations can implement to achieve sustainable advantage and about cooperation
and collaboration.

Corporate strategy typically addresses the multi-business context. So this heading deals
with questions such as alliances, diversification, mergers, globalization, corporate
parenting, to cite just a few.

Competences deals with issues concerning the organization’s resources, such as skills,
know-how, organizational knowledge, routines, competences and capabilities. It deals
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with their role in the organization and their role in generating competitive advantage.
It also addresses issues such as the transferability and the immutability of resources.

Culture is about the organization’s internal environment. It includes the role of orga-
nizational culture, its importance and its influence on staff. It can also be about how
culture is created or changed and how staff members perceive organizational culture.

Change concerns the types of changes an organization can implement and how change
can take place, or how change is constrained. It is concerned with the reasons for
change, the change process and the possible outcomes of change programmes.

Control is about organizational structure, power relationships and the way managers
control what is happening in their organization. It is about the role of managers
in the organization, the extent to which managers can ‘manage’ what is happen-
ing inside organizations and the extent to which managers know what is happening
around them.

While these categories summarize the main issues, they are only one of many poten-
tial organizing frames. As mentioned earlier, each perspective offers a distinctive view
of strategic management and proposes a specific interpretation of what strategic issues
are about and how they should be addressed. This means that while some authors,
essentially those who cover the most traditional view of strategic management, that is,
the institutionalist and economic perspectives by large, use the seven ‘Cs’ as a struc-
turing device for their chapter, the others essentially deal with the issues most salient
to their lens.

Our argument therefore is that because strategic management is distinctive from
other management fields in both its breadth and its complexity, it has to adopt a
multiple-perspective approach in order to address the particular demands of the strat-
egy agenda. This complexity is created by the need for questions that address different
levels of analysis and different dynamics relating to organizations and their strategies.
One of the real challenges in an undertaking of this kind is bringing differing and
often irreconcilable perspectives together in ways which allow the reader to contrast
and compare. We are therefore particularly grateful to those contributing to this book;
who have endeavoured to cover the basic principles of the perspective, provide illus-
trations to bring the perspective to life, give an overview of the perspective and explain
how it links to strategy, before finishing off with a short summary. While the differing
perspectives often require different treatments, there is some variability in the empha-
sis and even style of the different chapters; they are all intended to represent their
perspective in a clear and effective manner.

We have attempted to structure the book in a way which makes it understandable
and accessible to the reader. Parts I, Il and III include chapters that essentially adopt,
respectively, an institutionalist, an economic and a behaviouralist perspective. Part IV
covers emerging and integrative theories, those which are yet to be considered main-
stream and as a whole are not fully addressed in strategy textbooks. These theories by
and large straddle many levels of analysis and offer a new perspective on the strategy
issue. Naturally, there are many different ways in which it could have been structured,
and we continue to reflect on many more alternatives that we could have used. How-
ever, short of creating an interactive book in which you could design the sequence of
chapters, or indeed change the sequence of chapters to suit a particular agenda, we are
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tied to our choice and hope that you find it a reasonable way to organize these con-
trasting perspectives. We do not see these perspectives as exhaustive, but indicative,
and hopefully sufficiently wide-ranging to draw out the contrasts and overlaps in the
strategy debate. We are sure that there are many more contributions which could be
included in a text that seeks to present multiple perspectives on strategy, but this is our
position at this point; we are sure that in potential future editions, we will be able to
introduce further perspectives to add to the breadth of this area.

This is not a book that should be read from cover to cover in the sequence laid
out. There are several ways of using it. The most straightforward approach is to use
it as a source for understanding a particular perspective on strategy. In other words,
you just read the chapter that you are interested in, but there are other routes around
the material. You may be interested in exploring one strategic issue in particular and
hence you might want to dip into several chapters and see how the various perspectives
address it. Alternatively, you might take perspectives that appear to be contradictory
and compare and contrast them. This tension between markedly different views of
the world may provoke some new insights. Finally, we would like to encourage you
to explore the perspectives by using the integrative case study in the final chapter. By
analysing Cosworth Engineering from the various contrasting perspectives contained
in the book, you will develop a deeper understanding of the context of Cosworth, but
most importantly it will help to draw out the contrasting strengths and limitations of
these differing perspectives and the real power of taking a multi-lens approach to a
complex organizational situation.

We hope you find the book stimulating, and controversial! Strategy is an exciting
domain of study as it deals with the fundamental issues of organizations. We believe
that by taking this advanced approach, by broadening the range of perspectives that
can be brought to bear on strategy, we can generate stimulating thoughts and debates,
but most importantly we can make real progress to answering some of the fundamental
strategic questions about an organization.

REFERENCES
Ansoff, H. 1. Corporate Strategy: An Analytic Approach to Business Policy for Growth and
Expansion (New York: McGraw-Hill Book Company, 1965).

Barnard, C. 1. The Functions of the Executive (Cambridge, MA: Harvard University Press,
1938).

Barney, J. B. Gaining and Sustaining Competitive Advantage (New Jersey: Prentice-Hall, 2003).
Eden, C. and Ackermann, F. Making Strategy: The Journey of Strategic Management (London:
Sage, 1998).

Mintzberg, H. The Rise and Fall of Strategic Planning (New York: Prentice Hall International,
1994).

Pettigrew, A. M. The Awakening Giant: Continuity and Change in ICI (Oxford: Basil Blackwell,
1985).

Rumelt, R. P. Good Strategy/Bad Strategy: The Difference, and Why It Matters (London: Profile
Books, 2011).



PART |
INSTITUTIONALIST PERSPECTIVES



2 INSTITUTIONAL THEORY AND
STRATEGIC MANAGEMENT

Mia Raynard, Gerry Johnson and Royston Greenwood

BASIC PRINCIPLES

The arguments put forward in most books on strategic management are typically based
on two core assumptions. The first is that the world of the manager — the external and
internal environment of organizations — is an objective reality capable of examination
and analysis. The second, and related assumption, is that managers themselves behave
in an essentially rational analytic way to make sense of that world. Institutional Theory
is based on an alternative set of assumptions that centre on the concept of social
construction — that is, that the external and internal world of organizations is that
which is subjectively understood or perceived by people in those organizations. That
is, managers — beyond being influenced by social norms and expectations — perceive
the world in a particular way and then behave accordingly. In consequence, they help
create a world in line with their perceptions.

The basic principles of Institutional Theory are now summarized, and the remain-
der of the chapter shows how these relate to key issues in strategic management.

1. Organizations are not autonomous agents seeking to maximize economic oppor-
tunities but are set within a social web of norms and expectations that constrain
and shape managerial choice. These social rules — or logics — provide overarching
frameworks for interpreting social situations and prescribe appropriate collec-
tive purposes and behaviours. A manager’s choice of strategies is, thus, not an
unfettered act but a selection constrained by social prescriptions.

2. Social prescriptions are transmitted to organizations through such agencies as the
state, professional institutes, consultants, analysts, the media and other carriers of
ideas and beliefs about appropriate managerial conduct.

3. By conforming to social prescriptions, organizations secure approval, support and
public endorsement, thus increasing their ‘legitimacy’.

4. Social prescriptions may become ‘taken for granted’, that is, institutionalized, and
thus very difficult to change or resist.

5. Conformity to social prescriptions rather than attendance to the ‘task environment’
(e.g., markets) may adversely affect efficiency and other economic measures of per-
formance, but may improve long-term chances of survival. When an organization
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is confronted with multiple, potentially conflicting, logics that prescribe different
courses of action, it faces institutional complexity — a situation that can generate
tension, conflict and organizational instability.

. Because similar organizations experience similar social expectations and pressures

of conformity, they tend to adopt similar strategies and managerial arrangements.

This is the process of ‘isomorphism’.

CASE STUDY THE SITUATION

Quill, Dipstick and Gold (QDG) is one of the larger accountancy firms in the world after the 'Big
4' (PricewaterhouseCoopers, KPMG, Ernst and Young and Deloitte Touche Tohmatsu). Estab-
lished in the last century, its origins were in auditing, but it now offers many professional
services including tax and financial advice, corporate recovery, management consultancy and
information systems.

Edward Gray, the senior partner of the UK practice of QDG is having dinner with a number of his
fellow partners in one of the private dining rooms of the firm’s central London offices. Last week
Edward attended a meeting of the QDG International Board where the topic was the increasing
global development of accountancy firms. He has called this meeting to seek the views of three
influential senior partners in the United Kingdom as to how he should respond to questions
posed at last week’s meeting.

Around the table are two long-established partners from the audit practice, Paul Madeley
and Alan Clarke. Both joined the firm from university, one from Oxford and the other from
Cambridge, both became partners in their early 1930s, and each has over 20 years experience
as partners. They both have clients whose billings with QDG run into many millions of pounds.
They are powerful men in the firm, not least because of the client business they control but
also because of their reputation in the wider accountancy profession, where they are both seen
as leading authorities. Each has also represented the profession on government committees of
inquiry. Also at the meeting is Michael Jones who is relatively new to QDG and, unlike the oth-
ers, is not an accountant. He heads up the UK consultancy arm of QDG, having been recruited
from a senior position in a specialist strategy consultancy firm.

Edward Gray explained the background to the meeting. At the International Board the pre-
ceding week, the international chairman of QDG had strongly argued that the firm was at
risk of being left behind in the global development of accountancy firms. Up until the last
decade or so, most accountancy firms had been content to organize themselves along national
lines. There were the big national practices such as the United States, the United Kingdom,
Germany, France and so on; and there were the smaller countries. The larger practices, in
particular, had a great deal of local autonomy and had developed their own services to a
considerable extent according to local need. International cooperation did take place but it
was largely down to the personal contacts of partners across the world. The Big 4 firms, in
contrast, were much more integrated and claimed the ability to provide ‘seamless service’
globally.

In the last few years a number of significant changes had taken place, one of the biggest being
the increasing number of large, truly international clients demanding transnational business
services.



MIARAYNARD ET AL.

The conversation

Edward Gray summarized the situation:

‘The view being put forward last week was that unless we recognise the need to move
towards a more global form of business, QDG could lose out on potential business in a big
way and lose its position as one of the leading accountancy firms in the world. The fact is
that our competitors are moving this way, so we have to. The implication is that we can't
carry on doing things the way we have in the past. Last week’s meeting came to this view
pretty much unanimously. The discussion was then about how QDG might do this. That is
the issue | would like us to discuss this evening.’

Paul Madeley was sympathetic. He also pointed out that many of their clients were not only
becoming transnational but were also looking at expanding their businesses into fast growing
but previously underdeveloped economies such as China and India.

There is no doubt at all of the huge need for the sort of services we can offer. There are
increasing signs that governments there will insist on standards of practice that their own
infrastructure cannot meet. But they have real difficulties: for example, in China, market,
regulatory and legal infrastructures are still under development — making the need for the
sort of accounting and advisory services we can provide high. We should also remember that
our own clients will expect a consistent level of service from us as they move into these
countries. It is, however, a major challenge. There are major problems, not least, the number
of people that will be required which is enormous. Where will we find experienced partners
and senior personnel prepared to work in these countries?

Moreover, there will be real challenges aligning the work of some of our colleagues in small
countries. And if we have to acquire local firms, how will we ensure the same degree of
accounting quality and standards?

Alan Clarke also raised a note of caution:

‘| agree. Our professional standards simply have to be met; we have to be very careful that
things are done properly. | have heard the suggestion that we “crash train” people. This just
will not do. It is not possible to churn out accountants overnight; and standards would most
certainly be compromised if we did try to do so. Presumably none of us would be happy to
see the firm driven by a market opportunity at the expense of our standards. There is also
another issue we should not forget. Our business is based on personal relationships and trust;

n

this must not be compromised in the name of “global integration”.

This was an argument that Michael Jones had heard before. He recognized that QDG’s reputation
in the field of accountancy and financial advice was of a very high order and should not be
jeopardized. He was also persuaded that personal relationships with clients, often at a very
senior level, were indeed important to QDG. However he suggested that the problem they faced
was more challenging than had so far been expressed:

‘You must forgive me if | do not have the same experience as some of you around this
table. | approach this as something of an outsider. But it does seem to me that, whilst
the imperative for global development is undeniable, there is a further challenge. All our
competitors will be driving in the same direction. They will all be going global; they will
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all be pitching for business with the same sorts of potential clients; they will all be offering
the same sort of services and promising the same high standard of service. They will all build
their business by trying to cultivate the same sort of personal relationships at the same sort
of level in these businesses and with governments as they have in the West. They will be
exporting Western accountancy, building their firms around audit, accountancy and infor-
mation services. Where is the difference? | suggest that to achieve any sort of advantage
over competition we need to start thinking how we might do things differently from others.
That suggests to me that we need to think beyond the obvious. | can see the way a typi-
cal discussion might go. We need to merge — another of the larger firms below the Big 4
perhaps — and then we need to pool resources to provide the same sort of services as the
others will be doing. But that is the way everyone will be thinking. Can | suggest we might
think about a different strategy? For example we might want to think about the constraints
of a partnership. Why not move to a two-tier partnership, where smaller countries are non-
equity partners. That would allow us to make decisions more quickly, allow us to enforce
standards, and enable us to give formal authority to senior partners looking after our major
international clients.’

Alan Clark had expected this line of argument from Michael Jones:

‘| really do think we have to be careful about our responses to all this. We are not talking
here about an opportunity to make money. A number of colleagues from other firms — and
from the legal profession — met with government representatives a month or so ago. They,
like us, see the main concern as the development of an infrastructure to handle fundamental
changes to the economies of previously “closed” countries. This is about the development of
proper systems in such countries. It is also something we need to co-operate with others on,
not least to make sure that there are compatible standards in accounting. | might also add
it is important to ensure such standards from the point of view of our own clients. They will
be operating there and will expect the same quality of service they receive elsewhere in the
world. | do not see how any of this can be helped by changing the partnership structure. It is
an arrangement that has served us well for almost a hundred years. In any case, even if we
wished to, it is no easy matter: the partners are owners of the firm — why would they wish to
change that? Furthermore, partners have invested huge amounts of intellectual capital and
time in becoming a partner, 12 or 15 years for most of them. Can | ask, Edward, what was
being proposed last week?’

Edward Gray explained that the feeling the previous week was that the international partnership
was overly dependent on national firms at the expense of international coordination; overly
concerned with discipline-based organization around audit, taxation and so on at the expense
of coordination across discipline boundaries; and over reliant on the personal relationships and
contacts between partners, often based on years of working together, as distinct from finding
ways of working with individuals and teams of the highest calibre from anywhere in the world.
He went on:

‘In short, the goal was to develop a more internationally co-ordinated firm, with less empha-
sis on national boundaries, more inter-disciplinarity, an effective client management system,
and a recognition that we need to be rather less reliant on who knows whom and rather
more able to draw on the very best of our people when we need them. To do all that, we
need to have a more concentrated authority structure. The view was that some partners need
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to have more authority than others; that we cannot remain with this ‘one-partner one-vote’
system.’

Michael Jones:

‘You seem to be saying Edward, that what is needed is a more ‘managed’ firm. By client man-
agement system | assume you mean we have to market ourselves effectively. | agree with
that and, as you know, | have long argued that it makes sense to do so across boundaries.’

‘It seems to me,’” argued Paul Madeley, ‘That there is a risk here of jumping to an answer
before we really discuss the problem. Structures can be fads. We may not have the right sort
of structure, but jumping from what we have to a two-tier partnership may equally not be
right. For example, | could equally argue that we have an unparalleled network of personal
relationships throughout the world, which we have been building and nurturing for decades.
This is the basis of the trust we have with our clients. What we have to do is strengthen this
and we might well be able to use modern technology and modern communications.’

‘Can | also repeat my previous comments,’” said Alan Clarke. ‘The problem with these sorts
of ideas is that, almost by definition, they weaken the nature of the partnership. What then
is the role of the partner? If we are not very careful we end up with the situation where
professional managers are managing the very people who own the firm. There is a real risk
that we end up with diminished standards.’

Edward Gray acknowledged there were difficulties:

‘We all recognise the problems of change, not least in a firm like ours. However there comes
a time when the forces for change are so powerful that we may have to accept that incre-
mental change is just not possible any longer; or at least, if it is, it may lead to our demise.
This was the major concern raised in the discussion last week.’

At this point the meeting was interrupted. Edward Gray’s personal assistant arrived carrying a
telephone. He suggested that, bearing in mind the theme of the meeting, his boss might wish to
take the call. Edward Gray listened with an expression rather more of resignation than surprise.
It was a call from his counterpart in another country. Two major developments had happened
in the last week. First, QDP had just lost one of its major clients because the client was unhappy
with the weak service provided by QDP in the Far East. Second, shareholders of a company that
QDP had audited were suing the firm for allegedly failing to uncover financial improprieties.

THE ISSUES

In considering the issues arising from the case, it is worth asking to what extent the
partners, in their discussion, seem to be conforming to ‘orthodox’ strategy principles
such as the search for competitive advantage, the identification of profitable market
opportunities, and the identification of and building on distinctive competencies. Or
to what extent are the following issues, considered in Section 4 (Links to Strategy) of
this chapter, better explained by an understanding of institutional theory?

— What is the definition of success for an accountancy firm and what is the appropri-
ate course of action? Is it adhering to the market logic, and emphasizing financial
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performance and market share? Or is it more to do with conforming to the logic
of the accountancy profession, and focusing on their ‘standing’ in their professional
community? Or is it both?

— Do partnerships have particular competencies? How similar are these to those in
other firms?

— Is the idea of competitive advantage and competitive strategy appropriate to an
accountancy firm?

— Why is entry to countries such as China so important to QDG? Is this because of
external pressures, because of their own reputation and standing, because clients
expect it, or because other firms are doing it?

— How might QDG reconcile the potential conflict between maintaining standards
and moving quickly? If QDG does move ahead with a more global form of business,
what type of organizational structure would be most appropriate?

— What are the problems of strategic change that might exist in a firm like QDG?

OVERVIEW OF INSTITUTIONAL THEORY

Origins of institutional theory

Strategic management theory has been dominated by perspectives in which organi-
zational strategies and structures are deemed effective if deliberately aligned to the
requirements and challenges of the task environment (i.e., the sources of inputs —
supplies, labour and so on — and markets). The role of top management in these
perspectives is conceptualized as understanding and ensuring that alignment. Institu-
tional Theory, in contrast, provides a very different perspective. The starting point for
contemporary institutional research was the 1977 publication of Meyer and Rowan’s
‘Institutionalised organisations: Formal structure as myth and ceremony’. This paper
had a significant impact upon the world of academia, but little apparent impact
upon the world of practice. Meyer and Rowan’s work, however, ran counter to this
view of managers as essentially seizing market opportunities and outwitting potential
competitive threats.

Meyer and Rowan argued two things. First, organizations are confronted with
pressures emanating from arenas other than the task environment. Specifically,
organizations use strategies, structures and practices that are socially expected of them.
For example, accounting firms organize themselves as professional partnerships and
are active in socially anticipated ways: they support university education, comment
studiously and seriously upon government tax policies, and project accounting as a rig-
orous science with strong ethical underpinnings. Using such structures and practices
elicits social approval (i.e., confers legitimacy upon the organization) and increases
the likelihood that external constituents will assist the organization (e.g., by confer-
ring grants and resources, favourably appraising them publicly and so on). Meyer and
Rowan defined these pressures of social expectation as arising from the ‘institutional
environment’. In the case of accounting, the institutional environment would incorpo-
rate professional institutions, agencies of the state, important interest groups and the
media.

In one sense, Meyer and Rowan could be seen as merely drawing attention to a
set of pressures through which managers have to navigate. Yet, Meyer and Rowan
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go further and suggest that these institutional pressures often come to be taken for
granted, that is, managers do not ‘choose’ whether to conform, they simply ‘do’ —
because alternatives are not recognized. Hence, accounting firms are organized as part-
nerships, perform certain services (large firms always provide assurance services), sup-
port certain community activities, and behave in accordance with prescriptions of how
‘professionals’ behave. They do so because that is how accounting firms are expected
to behave. In the same way, it would be almost unthinkable for a business school not
to offer an MBA degree and 7ot to teach accounting, strategy and marketing.

Social expectations may, in some cases, run counter to the pursuit of efficiency. That
is, an organization might be less efficient as a consequence of meeting institutional
expectations. Giving financial support to universities or ‘worthwhile’ public causes,
or simply spending time serving on community or government committees, increases
costs and potentially reduces efficiency. Meyer and Rowan’s key point is that all orga-
nizations are embedded within an institutional, as well as a task, environment and
that the model of managers as autonomous actors is simply not validated by empiri-
cal observation. On the contrary, managers are constrained by socially derived norms
and expectations that contain assumptions about their organizational world and of
appropriate conduct.

Some industries are more tightly constrained by social expectations of appropriate
organizational conduct. For example, in many societies physicians are expected not to
pursue blindly efficiency and profit: there is an expectation of patient care. Similarly,
law and accounting firms are expected to temper commercial pursuits with consid-
eration for the public good. In other industries, such as restaurants or the transport
industry, economic factors appear paramount. Nevertheless, institutionalists point out
that (a) all organizations exist within a context of institutional rules — there is no such
thing as a ‘real objective market’: all markets are socially constructed (see below);
(b) all organizations are set within a context of social expectations, which constrain
‘acceptable’ actions; and (c) all managers are socialized into seeing the world in certain
ways, thus constraining their understanding of opportunities.

Meyer and Rowan’s second point is that the possible contradiction between insti-
tutionalized expectations and organizational efficiency sometimes leads organizations
to engage in the ‘decoupling’ of formal structures from actual work practices. That
is, organizations adopt structures and practices that are aligned with institutional pre-
scriptions but which are deliberately distanced from how work is actually performed.
Conformity is thus ‘ceremonial’ rather than substantive. For example, accounting
work is portrayed as a rigorous science, concealing the essential subjectivity that
actually occurs; senior executives may debate the strategy of their organization
energetically in meetings without translating such rhetoric into action; and fads of
management will be subscribed to as they come and go.

There is another important difference between Meyer and Rowan’s focus and most
other perspectives on strategic management. Strategy writers emphasize that organiza-
tions need to search for competitive advantage through the building on and exploiting
of unique competencies. Meyer and Rowan, on the other hand, are intrigued by the
similarity of organizational practices across organizations. Their focus is upon how
social pressures that occur at the level of an industry (or organizational field," as the
institutionalists prefer) apply equally, or roughly so, to all organizations within that
industry/field and thus ‘cause’ organizations to converge upon similar strategies and
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structures. Instead of the rational-actor model, in which the manager dispassionately
analyses the external world and makes competitive choices, Meyer and Rowan’s
world is comprised of actors who, wittingly or otherwise, acquiesce collectively to
the expectations of the institutional setting. This homogenization of organizational
practices is known as institutional isomorphism, the process by which organiza-
tions facing similar pressures come to resemble one another in the pursuit of social
legitimacy.

Meyer and Rowan’s thesis draws heavily upon the social constructionist account of
reality (Berger and Luckman, 1967; Zucker, 1977, 1987). Collective beliefs are seen
as emerging from processes of repeated interactions between organizations. Organi-
zations develop categorizations (or typifications) of their exchanges, which achieve
the status of objectification and thus constitute social reality. Organizations behave in
accordance with this socially constructed reality because to do so reduces ambiguity
and uncertainty. Reciprocally shared understandings of appropriate practice permit
ordered exchanges. Over time, however, these shared understandings, or collective
beliefs, become reinforced by regulatory processes involving state agencies and profes-
sional bodies, which normatively and/or coercively press conformity upon constituent
communities. Regulatory processes both disseminate and reproduce the coded pre-
scriptions of social reality. Deviations from such prescriptions cause discomfort and
trigger attempts to justify (i.e., legitimize) specific departures from the social norm.
As Zuckerman (1999) points out, organizational actions/activities that deviate too far
from social expectations or the boundaries of what constitute ‘acceptable’ behaviour,
lead to penalties and the loss of external support — which can threaten organizational
survival over the longer term.

The notion that communities of organizations develop collective beliefs concerning
both the dynamics of industry (or field) circumstances and the appropriate strategic
responses for competing successfully within them, is not unique to institutional think-
ing. Huff (1982) and Spender (1989) were early reporters of these phenomena; and
Porac et al. (1989) and Abrahamson and Fombrun (1994) have discussed how organi-
zational actors in the same industry develop similar understandings of the dynamics of
their competitive circumstances and evolve shared views of basic strategies (‘recipes’
in Spender’s terms) for coping.

Elaborations

Meyer and Rowan’s work sparked considerable theoretical and empirical activity. Two
works in particular were to exercise considerable influence: Tolbert and Zucker (1983)
and DiMaggio and Powell (1983).

Tolbert and Zucker

Tolbert and Zucker examined the spread of personnel reforms in local government
in the United States from 1880 to 1935. Their work uncovered possible stages in the
process of institutionalization not only in the public sector, but in the market sector (a
process subsequently elaborated in Tolbert and Zucker, 1996). According to Tolbert
and Zucker, there is a pre-institutionalization stage characterized by experimentation
as organizations seek to align themselves to their task environment in such a way as
to gain a competitive advantage. As the success of particular experiments (e.g., new
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strategies, new products, new technologies or new structures) becomes known, other
organizations copy them. The motivation for doing so is to become more competitive.
To this point, Tolbert and Zucker are consistent with strategic choice theory. But, as
more and more organizations adopt the same practices, mimicry occurs not because
the new practices are calculated to give economic advantage, but because the prac-
tice has attained the status of being the ‘appropriate’ or ‘right’ way to do something.
Adoption has become not the outcome of calculated rational intent, but the product of
social beliefs and expectations. Importantly, organizations adopting the new practice
in this semi-institutionalized stage are knowingly adopting the innovation. Other stud-
ies have found similar mimetic effects. For example, Westphal et al. (1997) tracked the
adoption of TQM practices across 2,700 US hospitals and showed that early adopters
customized TQM practices for efficiency purposes, whereas later adopters tended to
adopt the practices more for reasons of social legitimacy.

Full institutionalization occurs (at least according to Tolbert and Zucker) only when
a practice becomes taken for granted. That is, the practice (strategy, structure or what-
ever) becomes regarded as the way of doing things. The practice is uncritically accepted
and adopted — such that alternatives have become literally unthinkable. In Meyer and
Rowan’s terms, ‘institutionalisation’ has occurred because practices take on ‘a rule-
like status’ (1977). For example, the way in which we talk about the functions of
business — ‘marketing’, ‘production’, ‘research and development’ —is taken for granted.
In Western businesses the concept of profit is taken for granted; and, as seen in the case,
it is very likely assumed that it should be similarly taken for granted elsewhere.

Tolbert and Zucker’s contribution is particularly important because it funda-
mentally challenges the notion of unrestricted human agency in strategic decision
making. That is, in the full-institutional stage managers behave as they do wunwit-
tingly, with strategic ‘choice’ shaped and determined by taken-for-granted solutions.
And even in the semi-institutional stage, in which managers take action knowingly,
they are constrained by expectations of appropriate conduct. Strategic choice, to the
institutionalist, is less a calculated act, than a normatively constrained and often
habitual effect.

The key point is that managers are not ‘free’ decision makers. They do exercise
choice, but not unfettered choice. Social pressures circumscribe available choices.
Strategic choice is shaped by recipes and historically legitimated practices — which
inform the sector generally and individual organizations in particular. These socially
coded prescriptions may be more salient in some decision areas than others and in
some industries rather than others. Moreover, these prescriptions may differ over the
long term (e.g., see Zajac and Westphal’s (2004) analysis of the use of stock repurchase
plans in the 1980s and the 1990s). But strategic choice is directed by institutional
prescriptions.

DiMaggio and Powell

DiMaggio and Powell (1983) identified three mechanisms by which institutional
isomorphism can occur: coercive, mimetic and normative. Coercive mechanisms
occur as a result of actions by agencies such as the state or regulatory bodies,
upon whom collectivities of organizations are dependent. Jennings and Zandbergen
(1995), for example, argue that following growing awareness of ecological crises and
the introduction of more stringent regulations and enforcement policies, US firms
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across a variety of industries were pressured to adopt environmental management
practices.

Normative mechanisms stem primarily from professionalization. DiMaggio and
Powell (1983) drew attention to the processes by which occupational groups social-
ize members through career-long training, monitoring of behaviour and disciplinary
action, and acts of ceremonial celebration. The professions — such as accounting, law,
and medicine — figure as exemplary sites of such processes. Professional firms and
professionals behave in similar ways because of the essentially normative pressures
promulgated by the profession and its institutional infrastructure of constitutive agen-
cies, practices, norms, and associations. Thus, accounting firms do what they do, and
organize themselves as they do, because the professional community determines that
they will do so.

Mimetic mechanisms. occur primarily in circumstances of ambiguity and
uncertainty — for example, over goals, technologies, means—ends relationships and so
on. Under such conditions, managers copy organizations perceived to be more suc-
cessful and more legitimate. Barreto and Baden-Fuller (2006), for example, show
how Portuguese bank branching decisions were influenced by mimetic pressures to
imitate ‘legitimacy-based groups’ — such that banks even expanded into unattractive
locations at the expense of profitability. Another illustrative example is the spread of
mega-mergers affecting each of the largest accounting firms.

DiMaggio and Powell’s tripartite classification has sparked considerable empirical
inquiry. But there are two other, albeit secondary, themes within their seminal contri-
bution. First, they clarify the agencies that operate within the institutional context: the
state, the professions and exemplary organizations that act as role models. By drawing
attention to these agencies, DiMaggio and Powell sharpened the difference between the
task and institutional contexts and clarified how the two might be studied. As a con-
sequence, later scholars have explicitly examined how state agencies and professional
institutes are instrumental in monitoring and reinforcing institutional definitions of
appropriate conduct.

The second sub-theme in DiMaggio and Powell’s paper is the notion of
structuration, which refers to the process whereby institutionalized structures not only
shape action and behaviour, but also are themselves recreated and reproduced by those
actions and behaviours. Accounting firms are thus affected by the practices of the pro-
fessional institute and the expectations of clients and other accountants. In this way,
the structure of the field shapes behaviour (action). But, the very act of conforming
serves to amplify those structures. Action thus drives structure, modifying its form.
Accounting firms join in the actions of the professional institute, thus elaborating and
supporting its role. Interaction among members of the field becomes more formalized.
Relationships, roles and responsibilities become more sharply defined and thus more
bound within the field’s network. Hence, although the structure of the field shapes
behaviour, that behaviour in turn clarifies the structure, reinforcing its constraining
presence.

DiMaggio and Powell thus emphasize the dynamic and recursive nature of repro-
duction. Institutional structures both arise from social interaction, serve to constrain
those interactions, and are reproduced by those interactions. Institutionalists do
not insist that all actors and organizations are equally or completely subjected to
institutional expectations. Responses can, and do, vary. Nevertheless, in its early
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formations, institutional theory became associated with the idea of inertia and stabil-
ity. Institutionalized practices, almost by definition, were seen as enduring. Change was
treated as unusual. By uncovering the ‘taken-for-granted’ rules of conduct, institutional
theorists emphasized the stability and resistance to change of much strategic behaviour.

Other work

In the more than three decades following Meyer and Rowan’s 1977 classic paper,
much empirical and theoretical work has appeared under the rubric of institutional
theory. We comment on some of this in the next section but fuller reviews are pro-
vided elsewhere (e.g., Greenwood et al., 2008; Scott, 2014). To date, most studies
have been content to show the occurrence of institutional effects rather than their
consequences. It is, however, worth commenting on two studies that have examined
the link between institutional alignment and organizational performance — which is a
relatively neglected part of institutional theory.

Baum and Oliver (1991) studied whether child care service organizations had better
survival chances if they had links to agencies with high social legitimacy. The argument
is that organizations can obtain social support by ‘reflected legitimacy’: for example,
a child care agency licensed by the state, run in association with a church or as a
not-for-profit, would have greater legitimacy. Baum and Oliver found that institu-
tional linkages of this form ‘play a very significant role in reducing the likelihood
of organisational mortality’ (1991: 213). In a different study, Oliver (1997) exam-
ined construction companies to establish if organizations with good relationships with
institutional and/or task agencies were more successful (in terms of profits and control
of construction costs). She found that institutional relationships were correlated with
performance but much less so than task relationships — especially under conditions of
tight market circumstances. However, profitability was significantly positively affected
by the strength of institutional relationships under conditions of regulatory stringency.

One of the central contributions of institutional research has been its focus upon
the importance of durable social processes that shape how managers understand and
respond to their worlds. Faced with pressures for social approval, they conform to
institutionalized (i.e., taken-for-granted) expectations of appropriate conduct. As a
consequence, organizations begin to resemble each other: only a limited array of
organizational designs and templates are used, similar strategies are used, and sim-
ilar practices are adopted. So where does novelty come from? If organizations are
‘caught’ within a web of social expectations, how does change occur? It is to these
questions that institutional research has turned. One line of research is examining
which organizations are more likely to deviate from existing practices: these organi-
zations are referred to as ‘institutional entrepreneurs’. Institutional entrepreneurs are
often those on the margins of existing organizational fields and industry: they are moti-
vated to introduce novelty because they are less privileged by existing routines; and
they are more able to introduce change because they are less embedded within institu-
tional networks and thus more alert to possible alternatives (Leblebici et al., 1991). Or
institutional entrepreneurship might be accounted for by the more or less deliberate
deviation (or experimentation with) established ways of doing things (Johnson et al.,
2000; Seo and Creed, 2002).

Another source of institutional change is central players within an industry or field.
These organizations may become motivated to introduce change because they outgrow

19



INSTITUTIONAL THEORY AND STRATEGIC MANAGEMENT

20

the scope of institutional constraints. Greenwood and Suddaby (2006), for example,
show how the very largest accounting firms moved into consulting services and rede-
fined themselves as ‘business advisors’ in part because their scale of operations took
them beyond the regulatory processes of the accounting profession. Finally, change
may be introduced from outside an organizational field. Thornton (2002) shows how
mergers and acquisitions in the book publishing industry led to the demise of tradi-
tional, ‘craft’ forms of organizing, as large conglomerates introduced practices forged
in other industries.

Complementing these studies of institutional entrepreneurs (with their focus on
who they are), a second line of research examines how new ideas and practices become
established as the new way of doing things. Here, the focus is upon how relatively
untested ideas become ‘theorized’ as widely appropriate and thus legitimated. Not
all new ideas are successfully theorized: many are ‘fads’ or ‘fashions’ and have a
short life span. But some ideas do become successfully established and institutionalists
are uncovering how this happens (Rao et al., 2003). Research on institutional log-
ics and complexity, for instance, has shed light on how small deviations in practices
that might accumulate from the ‘doing’ of work can radiate to the organizational
field. Smets et al. (2012) demonstrate how lawyers engaged in cross-border contracts
incrementally adapted their professional behaviour — which led, first, to changes at
the organizational level, and then to the profession as a whole. When profession-
als confront competing institutional demands such as those arising from professional
and market logics, deep-rooted tensions and contradictions tend to surface (Kraatz
and Block, 2008; Greenwood et al., 2011). In coping with situations of institutional
complexity, professionals — and, indeed, organizations in general — have been found
to adopt strategies and structures that innovatively combine elements from multiple
logics (Battilana and Dorado, 2010; Pache and Santos, 2013). Such innovations can
subsequently trigger broader institutional change.

A complementary line of institutional work that has important implications for
the study of strategy is the examination of differences in the institutions of different
countries. Much of this work arises from within political science and political econ-
omy and focuses upon how countries such as Japan, Germany and France have rather
different institutions to those in, for example, the United Kingdom and the United
States. This line of research (exemplified by Hall and Soskice, 2001; Thelen, 2004)
examines how differences in national institutions affects the structures of industries
and the business strategies that tend to develop. Countries build upon their distinc-
tive institutional arrangements to secure competitive advantages worldwide. National
differences in institutional structures also affect how ideas and models about manage-
ment do or do not diffuse across national boundaries. Some institutionalists show how
international organizations, such as the WTO, IMF and even accreditation agencies,
enable the flow and diffusion of ideas globally, with the implication that organiza-
tions are converging upon similar practices and forms. Others, however, insist that
idiosyncratic national institutions act as filters so that globally diffusing ideas are dif-
ferentially received or translated to make them fit local institutions (e.g., Djelic, 1998).
One important implication is that international firms may face difficulties in resolving
the tension between pressures for global homogenization and pressures to maintain
local distinctiveness.
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LINKING INSTITUTIONAL THEORY TO STRATEGIC
MANAGEMENT

How, then, do the concepts of Institutional Theory help us understand issues to do
with Strategy and Strategic Management? In this section this question is discussed and
the case study on QDG is used to illustrate the discussion.

It is worth starting by re-emphasizing the importance of taken-for-granted assump-
tions and practices, and the concept of social construction. Much of the discussion in
the case is about the need for excellence of service defined in terms of professional
standards. This is taken for granted and is indeed the raison d’étre of accountancy
firms. The way in which the firms operate, in turn, reinforces this stance. The estab-
lished professional institutions lay down the norms and exert regulatory pressures to
conform; there are university courses which educate people in the application of those
norms and provide a supply of labour; and there are professional examinations which
test the suitability of individuals to practice. There has developed an organizational
field within which the parties involved (universities, financial directors, partners in
firms and so on) take all this as given and behave according to those norms. Moreover
the clients of accountancy firms behave in ways which conform to and consolidate
the system. It is, perhaps, no coincidence that many of the financial directors of large
corporations, are, themselves, chartered accountants who have worked or been part-
ners in those firms. And we see from the case that the intention is now to export
those norms, practices and standards to other areas of the world. This is all on the
unquestioned assumption that those norms, standards and practices have a ‘rightness’
in themselves.

Context

The traditional emphasis in the strategy literature has been on the task environment —
as explained in Section 3.1 above. Institutionalists, on the other hand, have emphasized
the institutional environment of socio-cultural norms and expectations. These social
rules relate to how professional services are provided, and by whom and how. For
example, an audit is required by law; similarly, businesses require advice on navigat-
ing taxation law. There are also other regulatory agencies. These include professional
bodies that lay down standards and require conformity to particular practices; for
example the training and examination required to become a chartered accountant and
the terms and conditions imposed on those who seek to practice within that profes-
sion. The institutional world for accountants is, then, an example of one which is
highly regulated.

The case is also a good example of how the environment can be considered both
in terms of ‘real’, objective opportunities but also as institutionally defined opportu-
nities. Objectively, entry to countries such as China is important to QDG. They have
to serve their global clients wherever those clients go. Competitive (task) pressures
are making accountancy firms nervous about losing clients because they cannot offer
them the kind of service and breadth of geographical coverage that clients demand.
But the case also raises strong institutional pressures for entering China. Accountancy
firms are expected to play their part in ‘exporting’” Western economic institutions.
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The larger accountancy firms would find it uncomfortable to resist the expectations
of the professional associations, their accounting colleagues and government agencies.
Moreover, refusal to ‘go’ would receive adverse publicity. So, there are good insti-
tutional reasons for their movement into these arenas. There is also the perceived
need for the regulation of firms operating in such markets and the consequent real or
assumed demand for services such as accountancy. The assumption in QDG is that
the same sort of services are needed as are provided in the West by the same sort of
firms. Very likely governments in economies such as China also believe that such ser-
vices will provide the sort of institutionalized legitimacy of capitalism that they may
or may not wish to convey: indeed if these economies want to do business with the
West then they may have to conform to the institutionalized expectations of Western
economies and governments regarding appropriate forms of accounting. It is of course
quite likely that QDG and the other accountancy firms are actively promoting this
concept, not out of self interest so much, but because they genuinely believe it to be
necessary.

Objectively, of course, it may be prudent to question whether the sorts of rules,
regulations and standards of the West in economic terms are necessarily appropriate to
China (Raynard et al., 2013). However, the important thing to stress here is that from
an institutional point of view it should not be expected that such objective questioning
would arise. Implicit in such questioning is that there is an objectively ‘right’ way of
doing things and that this is laid down by the accountancy standards of the Western
world.

There is another way in which institutional theorists conceive of the nature of the
environment, and which applies to a firm such as QDG. Institutionalists see the envi-
ronment as consisting of a web of transactions within a network of participating
organizations all of whom have a common understanding of the form those trans-
actions should take. This is the idea of the organizational field. It is taken for granted
that accountancy firms work with banks and law firms, for example. Indeed they refer
business from one to the other. It is taken for granted that business corporations need
auditors and that auditors carry out work in particular ways.

Alan Clarke, in particular, in the case study, reflects this. He sees QDG as a profes-
sional service firm interacting with other such firms; and, in many respects, acting as
an agent of regulatory bodies such as the government to ensure that proper services
are provided. In this sense the environment becomes bounded by the organizational
field and the nature of the transactions in it. There are of course dangers here: there
could be entrants who do not accept the orthodoxy of this; who seek to behave in dif-
ferent ways. For example AMEX provides accountancy services in the United States;
and their entry was not expected by the established firms when it happened.

It is important to stress, then, that while the strategic management literature tends
to emphasize markets and competition, institutionalists emphasize institutional envi-
ronments and the conformity to taken-for-granted norms and practices within those
environments which endow organizations — in this case QDG - with legitimacy and
standing. The main concern of Clark and Madeley, in particular, is with such legit-
imacy within their organizational field. To some extent all organizations are faced
with these conflicting environments. In QDG the institutional environment is partic-
ularly important; but they are also faced with the market environment that they are
finding increasingly intrusive. In other organizations the market environment might
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be especially significant; but there will still be institutional pressures to conform and
behave in a legitimate fashion. So for example a manufacturing firm faced with
significant market pressures, also has to conform to the institutional environment
represented by the accountancy profession, but also by that of the banks, financial
institutions, government, society and so on.

Competencies and competitive strategy

Much of the literature on strategic management emphasizes the idea of competitive
advantage as underpinned by resources or competencies unique to an organization.
Institutional theorists, however, tend to emphasize the similarity between organiza-
tions and the pressures that lead them to adopt similar strategies, structures, and
practices. Accountancy firms are similar; banks are similar, universities are similar
and so on. The extent to which this is so will, of course, vary. Some organizations are
much more ‘institutionalized’ than others. How, then, in this context do we conceive
of competencies?

First, there is an overarching caveat: that the very idea of competencies has become
institutionalized. Managers in organizations, reinforced by academics, may talk as
though competencies are real and bestow competitive advantage when in fact there
may be little evidence of this. In accountancy firms to take an example, it may be
very difficult indeed to pin down competencies which really do achieve differentiation.
For example, all accountancy firms claim to offer advantages to their clients through
industry specialization; and all are beginning to claim ‘seamless global services’. But
these are not distinctive differences. All firms are making the same claim. This does not
mean that the partners in an accountancy firm (or any other firm) will not talk about
competencies as though they are real, especially as the language of competition starts
to prevail. Talk of competencies can, then, be seen as symbolic rhetoric bestowing
social approval (legitimacy) upon those using it. However, as Meyer and Rowan argue,
the rhetoric may be decoupled from what actually goes on.

There is, however, an institutional view that argues that competencies lie within the
very institutionalized nature of organizations. Competencies are likely, in this sense, to
exist within the taken-for-granted practices and structures of organizations. For exam-
ple, it might be argued that some organizations are better able to legitimate themselves
within their organizational field than others. They may, for example, have estab-
lished a better reputation for whatever reason; they may have some figurehead who is
especially recognized within the field; or they may have developed ways of working,
which are regarded especially highly within that field. There are indications in the case,
at least from Alan Clark, that QDG is trying to position itself as influential in govern-
ment circles. This could, conceivably, be extended such that representatives of the firm
sit on commissions of government bodies which are especially influential. Indeed, in
the accountancy profession, representation on government and professional bodies is
especially welcomed, as is sponsorship of charities and other ‘good works’. There is, of
course, a problem here. It could be that the organization becomes over-reliant on activ-
ities that confer such legitimacy, which they may regard as competencies, but which
over time become counterproductive. It could be that QDG is facing this problem. It
has prided itself on being a highly esteemed accountancy firm following rigorous pro-
fessional codes of practice. What if the nature of accountancy changes in the face of
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global development? Might that mean that the inherited legitimacies/competencies of
QDG come to work against them?

Competing

Inherent in the notion of strategic management is the exercise of managerial choice
over competitive strategy and the bases of competition. Institutional theorists argue
differently. They suggest that the rules of competing are similar within organizational
fields. For example, in professional service firms such as accountancy and law, solic-
itation of business from clients and advertising was not allowed until quite recently.
Indeed in the past, and perhaps even now, many within the professions would prefer
not to see themselves as a business in a competitive sense at all; rather they would see
themselves as offering a service of a high professional standard — a view clearly echoed
by Alan Clark in the case example. Similarity, then, is more marked than difference:
accountancy firms offer similar services, seek to enhance those services in similar ways,
build relationships with clients in particular ways and so on. Competitive behaviour
is constrained to conventions of acceptable professional conduct in the marketplace.
Not conforming to these norms would be frowned upon even if competitive advantage
might be achieved; hence the unease when Michael Jones raised the explicit notion of
striving for competitive advantage through differentiation.

This is not to say that those involved in such firms might not employ the rhetoric
of competition; and perhaps many increasingly do so. They might talk as though
choice can be made about real differences which bestow real advantages. How-
ever the tendency is to conform to the norms rather than seek real advantages. The
institutionalist’s emphasis on mimicry seems more appropriate as a descriptor of what
happens than the more usual portrayals of managers as autonomous ‘captains’ of their
enterprise. Far from seeking to be different, organizations seek to be similar to oth-
ers. This is especially the case where organizations face uncertainty and ambiguity —
arguably as the accountancy profession does with regard to Eastern Europe. So, the
partners in QDG feel ‘obliged’ to enter China, partly to service their clients (and avoid
losing them) and partly to meet professional expectations. They also feel the need
to become more integrated globally, again because of pressure from clients but also
because other firms are doing so. These developments pose challenges to traditional
conceptions of how a partnership format should be operated. The pressures of the mar-
ketplace and of the institutional context can thus coincide (over China for example)
or conflict (over the partnership format). The institutionalist might predict that in
such circumstances QDG will indeed develop globally, but is likely to try to preserve
the symbolic form of the partnership structure and relative independence of partners
despite strategic and structural imperatives not to do so.

Institutional theorists also emphasize the faddish nature of much strategic
behaviour. In the 1980s the emphasis, for example, was on competing on the basis
of finding and expanding into ‘suitable’ markets. This was the result of a marketing
orthodoxy of the time and, more specifically, Porter’s work on competitive forces at
work in markets. In the 1990s the emphasis swung towards the importance of core
competencies, unique to the organization upon which competitive advantage could be
built. In the 1980s everyone was sure of the wisdom of the former; in the 1990s they
became convinced of the wisdom of the latter. Since at any one time, everyone seems



