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“Earth laughs in flowers to see her boastful boys
Earth-proud, proud of the earth which is not theirs;
Who steer the plough, but can not steer their feet
Clear of the grave”

Ralph Waldo Emerson
Hamatreya, 1845



Love Notes from a Heretic:
Towards an Anthropology of Strategic Supply

Summary

This research project started as an orthodox inquiry within the frame of established
management theory. It asked: “How can firms in supply chains cooperate more
effectively?”

The research experience, wider reading and reflection then led me to challenge the
tacit assumptions which underpin much current management theory. I reached the
view that our management theories contain faulty assumptions about the nature of the
social world and the nature of knowledge. Further, it seemed that this faulty
epistemology could have dangerous consequences for humanity.

I therefore reframed my inquiry. Rather than asking how firms could cooperate in the
pursuit of profit, I asked how people could achieve improved intersubjectivity in the
daily interactions of their working lives. The goal became the re-enchantment of
supply chains in order to improve the prospects for the survival of the human species.

Such a goal is beyond the reach of a PhD Thesis, however. Here, I offer some early
tentative steps. Drawing on experiences from a longitudinal ethnographic study of two
large organisations over four years, I offer a set of models, or “ways of thinking”.
These models attempt to address the challenge of how to improve the quality of our
participation at work. They draw on a range of academic sources, including the
emerging sciences of complexity.

Whilst theories of supply chain are considered, prior technical knowledge of supply
chain theories is not required. In the ethnographic accounts, some names have been
changed to preserve confidentiality. The Thesis is presented in a narrative style.
Permission was given to write in the first person.
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CHAPTER ONE: INTRODUCTION

“The only science man did by this get

Was but to know he nothing knew;

He straight his nakedness did view

His ignorant, poor estate, and was ashamed of it.

Yet searches probabilities

And rhetoric and fallacies

And seeks by useless pride

With slight and withering leaves that nakedness to hide”

Abraham Cowley, The Tree of Knowledge (1779)

What this Thesis is About

My initial research interest was sparked by a then-current theme in supply chain theory. It had
been suggested that cooperation between firms — particularly between buyers and suppliers —
could be a source of competitive advantage (e.g. Carlisle and Parker (1989), Lamming (1993)).
I was therefore interested in how cooperation between firms could be enhanced. I conceived of
this challenge in terms of the need to create a new kind of team, a group of people from
different companies working together as a single team. I decided to call this a cross-
organisational team.

It seemed that the challenges facing such a team would be predominantly social rather than
technical. Initially, I deduced that the keys to building a successful cross-organisational team
would be roles and sub-cultures: that a particular set of roles and sub-cultures would make the
emergence of a cross-organisational team more likely.

After further consideration of theories, and drawing on a wider range of literature, I became
concerned that the prevailing theories of management and supply chains contained a number of
tacit assumptions about the nature of the social world and the nature of knowledge. These
unstated assumptions were profound and seemed to exert significant influence on management
theory. Further, these assumptions appeared to be flawed: It seemed that management theory
contained faulty epistemology.

Having reached this belief through orthodox academic inquiry, I now found myself in the
awkward position of having become a heretic. This Thesis is therefore heretical: It takes a
position that is to some degree out of line with what is considered legitimate. This makes it a
risky enterprise, but I hope that my enlightened inquisitors will appreciate that heresy is a
necessary antidote to hegemony.

I now needed to reframe my inquiry in the light of this heresy. Rather than ask how firms could
cooperate more effectively, in pursuit of profit, I asked how people could develop improved
intersubjectivity in the daily interactions of their working lives. No longer was the improvement
of the profits of particular firms my concern: this had become trivial. My goal was now the re-
enchantment of working life and improved prospects for the survival of humanity. So, no
pressure there then.
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Furthermore, my research now nursed a secret. I was using intersubjectivity as a trope. What I

~was really exploring was love: Love in organisations. In inquiring into how to increase love in
organisations, I faced many challenges. The social world is a hierarchy of interconnected
complex processes, and we cannot study it objectively because we are embedded in it. Yet,
perhaps the quality of our participation at work might be significant?

How my inquiry evolved is narrated within the Thesis.

The Structure of the Thesis

The overall structure of the Thesis is as follows

Section 1, this current section, gives a very brief Introduction to the Thesis and its structure

Section 2 provides a Critical Review of Current Theories. Here some current theories are
briefly outlined, followed by a relatively detailed critique of some of their epistemological
assumptions. Finally, an alternative, heretical research agenda is outlined as a consequence
of the critique of orthodox theories.

Section 3 outlines the Research Objectives, Philosophy and Approach. The research
philosophy applied is stated and contrasted with that of other researchers in this domain. The
research questions are listed and put into context (Chapter 5, page 80). Initial efforts to
develop a conceptual framework to guide the inquiry are described. The choice of research
methods is explained.

Section 4 presents Field Accounts and Interpretations. Here, a set of ethnographic accounts
is presented, followed by an outline of how the initial theoretical models were developed
further during the course of the research. Finally some interpretations of events from the
Field Tales are offered.

Section 5 is devoted to Addressing the Research Questions and offers Conclusions and
suggests Potential Implications from the research.

Section 2 follows this short introduction. It opens with Chapter Two, which introduces some
current supply chain theories. The overall structure of the Thesis, including Chapter titles, is
shown in Table 1, below.
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Table 1: Overall Thesis Structure and Chapter Titles

Section 1: Introduction
Chapter 1 Introduction (This current chapter)

Section 2: Critical Review of Current Theories
Chapter 2 Current Theories

Chapter 3 A Critical Review

Chapter 4 A Post-normal Research Agenda

Section 3: Research Objectives and Approach

Chapter 5 Confessions of a Barefoot Empiricist: Research Philosophy and Approach
Chapter 6 Research Design '

Chapter 7 Fieldwork and Development of Ethnographic Accounts

Section 4: Field Tales and Interpretations

Chapter 8 Tales from the Field

Chapter 9 How the Theoretic Perspective Evolved

Chapter 10 Teasing Meaning from the Field: Interpreting the Research “Data”

Section 5: Addressing the Research Questions
Chapter 11 Addressing the Research Questions
Chapter 12 Conclusions and Potential Implications

The Thesis follows a narrative style. In keeping with this, the research questions are introduced
in context through a gradual explication rather than being baldly stated at the outset.
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CHAPTER TWO: CURRENT THEORIES

Introduction

In Chapter 1, the subject of this Thesis was briefly introduced, along with an explanation of its
structure.

In this current chapter, the concept of a “Supply Chain” is introduced. A range of supply chain
theories are then briefly reviewed, followed by a more detailed consideration of two specific
theories.

Readers of this Thesis do not need a detailed technical knowledge of existing supply chain
management theories. An understanding of the general concept, and a flavour of the direction of
current research will suffice. This is because the Thesis takes a markedly different perspective
from that taken by the extant literature. Conversely, those who already have a detailed technical
background in supply chain theory will be familiar with existing perspectives outlined briefly
here. An alternative approach to supply chain theorising is developed in later chapters.

Overview of Some Current Supply Chain Theories

The term Supply Chain has been around since at least 1982'., Initially, the term referred to the
“internal” transactions and interactions taking place within a single firm. The term has evolved to
encompass patterns of transactions between pairs of firms; to relationships between firms; and to
the physical flow of materials and goods from suppliers, through organisations and onward to
customers. In some cases the flow of income is also included in models. Some writers prefer to
consider these patterns of interactions as “networks” rather than “chains”.

Levels of Analysis in Supply Chain Theories

In the following pages, we shall consider some supply chain theories classified according to the
perspective taken as follows:

Single Firm
Dyad/Transactions
Relationship
Chain/Stream
Network

The basic perspectives are summarised in Figure 1 below:?
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Fig (1): Levels of Analysis of Supply Chain Theories

1.Single Firm 2. DyadTransaction 3. Relationship

4.Chain/Value Stream 5. Network

Whilst few writers have limited themselves exclusively to a single level of analysis, theorists
tend to focus on particular levels, as summarised in Fig (2):

Fig (2): Supply chain Theorists and their Level of Analysis

1. Single Firm 2. Dyad/Transaction 3.Relationship
Baily
Farmer Cease .
Hall & Adrian! Will iamson Lamming Blois
Ford Gibbs
Burt & Souku Hall
. P Hakansson Sake Cousins
Kraljic Carlise& Parker Henderson
Laseter M acbeth & Ferguson
4. Chain/Value Stream 5. Network
Ford Burt
Harland Jahllo
Hines Reve
Q —_— Hakansson
Cristopher
Cox
Hines
Jones/Womack
Lamming

We shall now consider some ofthe themes in each level of analysis
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The Firm as a Level of Analysis

Purchasing texts of the 1970’s, stressed the “five rights” (quality, quantity, price, time, source.).
This perspective saw purchasing as guardian of the firms boundary, feeding the organisation with
products and services and protecting the organisation from sharp practices of suppliers (Baily
(1978) Baily and Farmer (1979)).2 This view focused on what was happening within the
boundaries of the firm, particularly the relationship between the purchasing function and other
functions. A common message which emerged was the need for purchasing to be better
integrated with other functions including Product Development, and — taking this thinking to its
next logical step — the need to consider Purchasing as a process, crossing a number of functional
boundaries, rather than as a “department”. These themes appeared strongly in the 1980’s and are
still around in the current literature. It was recommended that activities of purchasing should be
better integrated with other functions, particularly product development. (Kraljic (1983))

More recently, work by Hall and Adriani (1998) investigated tacit knowledge and learning within
organisations, particularly how managers can recognise some of their tacit knowledge explicitly,
and how this could guide strategic choices and the management of supplier relationships. 4

Dyadic Transactions as a Level of Analysis

Transaction Cost Economics (TCE) began in the 1930s and New Institutional Economics
developed from it beginning in the 1960s (Coase (1937), Williamson (1986)). Efforts to apply
this thinking to supply chains began in earnest in from the 1980’s (e.g. Hakansson (1982), Ford
et al (1990), Lamming (1993)).

TCE focuses on transactions between economic actors, who are considered as decision-making

“units. An important principle that emerges is “bounded rationality”: the recognition that actors
may not be able to weigh up all relevant facts and make a genuinely “objective” decision.’ A
further principle is that in any transaction there are hidden costs beyond the price paid including,
for example, costs of switching suppliers. Applying this theory to supply chain puts purchasers
into the role of economic actors taking part in transactions between dyads.

Writers from the IMP Group (Industrial Marketing and Purchasing Group) consider transactions
between dyads in some detail, describing how transactions evolve into relationships, and how
such relationships are influenced by elements such as power, cooperation, closeness and
expectations (Hakansson (1982), Ford (ed) (1990). Their model is shown in Fig (3):
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Fig (3) The IMP Interaction Model of Buyer-Supplier Relationships

Environment
Market Structure Position in the
Dynamism Manufacturing Channel

Institutionalisation Social System

Atmosphere
Power/ Dependence Closeness
Cooperation Expectations
Short Term
Product/Service Information
Financial Social
Customer Supplie r
iganisation Organisation
Technology Exchange Episodes Technology
Structure Structure
Stmtegy interaction Process Strategy
Individual Individual
Aims Long Term Aims
Experience Institutionalisation Experience

Adaptations
Relationships

The IMP Group’s also examines networks as an appropriate level of analysis. In recent years
they have focused their efforts on considering the macro/network level, rather than the dyad.

Relationship as a Level of Analysis"

Many writers have focused on relationship under the heading of partnership or partnering. A
seminal work was Carlisle and Parker (1989) which was one ofthe first to argue strongly for a
less adversarial approach (See also Macbeth and Ferguson (1994)).

For some time, “partnering” became a strong theme in the literature, leading to the formation of
Partnership Sourcing Ltd by the CBI and DTI in the UK, whose definition of partnership
sourcing is as follows:

“Partnership Sourcing is a commitment by both customers and suppliers, regardless of size, to a long-
term relationship based on clear, mutually agreed objectives to strive for world-class capability and
competitiveness”

The definition is laudable but rather bland. It is perhaps too easy to claim partnership has been
achieved using this definition. Possibly as a result of a rather loose definition ofterms,
partnership gradually became devalued as a term in industry. Practitioners tended to adopt the
language of partnering without any significant change in values - confusing the name with the
thing named (i.e. The language of partnering with the “doing” of'it.)

Cousins (1994) applied a multiple criteria decision modelling in an early attempt to
“operationalise” some dimensions of customer-supplier relationship. Sako (1992) compared
Buyer-Supplier relationships in the UK and Japan, contrasting arms-length, contractually focused
relationships in the UK, with more obligational relationships in Japan * and providing a useful,
ifexploratory, set of definitions of “trust”.



SECTION 2: CRITICAL REVIEW OF CURRENT THEORIES - CHAPTER TWOQ: CURRENT THEORIES

Hall (1996) attempted to surface the tacit ideas and assumptions of the companies engaged in a
dyad. His work seems unique in bringing together people from the two halves of a dyad, to
compare their tacit assumptions about themselves and about each other.

Lamming (1993) (Building on work by Blois (1972)) looks at the relationship as something to do
with the overlapping of the boundaries of two organisations. Since the relationship is something
different from either of the two “relating” organisations, the “relationship assessment process”
(RAP) is not something that can be done by the Buyer on the Supplier, or vice versa — it must be
a joint undertaking between Buyer and Supplier (Lamming, Cousins and Notman (1995)).
Lamming’s approach to dealing with the fact of relationship has included work on developing a
tool to measure what is going on in a relationship

Outside the purchasing canon, another interesting perspective on buyer-supplier relationships is
Henderson (1990), who researched relationships in IT outsourcing. Henderson looks at
relationship in terms of two key dimensions: action and context. Action is about “what is going

on”'® whilst context is about beliefs, intentions and commitment.

Gibbs (1999) introduced the concept of ERS: Effective Relationships for Supply. She suggests
that the concept of partnership is flawed, in that it is an insufficient description of what
organisations are either doing or aspiring to. What matters to them is effectiveness, and to this
end she describes six different types of relationship. “Since effectiveness is not generic” she says,
“there will not be one effective relationship, but a range”. She identifies the possibility that
organisations could evolve from one relationship type to another, but this is by no means a
necessity.

Laseter (1998) contributes an original perspective on cooperation and competition. He avoids
seeing organisations as facing a choice between cooperation and competition when dealing with
suppliers. Rather, he sees potential for competitive advantage by addressing both of these
elements in the relationship. He calls this “Balanced Sourcing”.

The Chain, or Stream, as a Level of Analysis

Whilst there are significant differences between theorists about what a supply chain is, there are
also some common elements in supply chain thinking:

¢ A view of the chain having a beginning and an end, and being in some sense “linear” in between.
The chain is not normally described as a cycle, process or system.

e A view of some sort of linear flow along the chain, be it of goods, information, or “value”

e A perceived need to improve the flow, remove inefficiency, improve communication and
identify and fix problems. This is seen as the way to improve business performance and/or
profitability and/or customer satisfaction. This is described as managing the chain, or even re-
engineering the chain.

e A tendency to see supply chains as singular entities: “The company’s supply chain”. This seems
odd, since it is clear that any one organisation will have many supply chains, some of which may be
interconnected.

e A sense of someone being at some sort of focal point in the chain, who can give direction to, or
communicate important information to others in the chain. This position is sometimes called the
“vantage point”.!" All are not equals in the chain.

Since the mid 1990’s, there have been assertions that “competition is no longer between
companies and is now between supply chains”(e.g. Jones (1984) Christopher (2001)). There
seems little theoretical or research evidence to support this statement. One cannot buy shares in a
supply chain, so in this important sense the statement is simply untrue. It might be accepted,
however, that an organisation’s position in a supply chain, or the way it conducts business
relationships in the chain, could affect its profits.
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Womack and Jones (1994) use the term Value Stream rather than supply chain. This places an
emphasis on the end customer as the arbiter of value, and stresses the need for all departments

within an organisation, and all organisations involved in meeting the customer need, to remove
unnecessary waste from the process(es) involved. The metaphor is that value flows toward the

customer, and the role of everyone involved is to make this flow as efficient as possible.

Lamming (1993, 1996) considers the supply chain consequences of Lean Production - under the
term Lean Supply. He criticises the vantage point approach, for reasons which we will consider
later.

A range of'theories therefore coexists within the supply chain perspective. Two theories that have
been particularly influential are Critical Supply Chain Assets Theory (Cox (1996)) and Lean
Supply (Lamming (1993)). These will be considered in a little more depth later in this Chapter.

The Network as a Level of Analysis

The IMP Group, mentioned earlier, (Hankansson (1982), Ford et al (1990)) pioneered the idea of
considering industrial markets as networks. Suppliers may have relationships with each other as
well as with the buyer; some companies may be both suppliers and customers, both competitors
and collaborators. This makes thinking about what is happening in terms ofa network seem more
appropriate. IMP’s network approach has also inspired strategy theorists. Burt (1992) identifies
“structural holes” in the network as the keys to competitiveness - something close to an
ecosystem view, whilst Jarillo (1993) grapples with the implications for an organisation trying to
set itselfup as the core firm in a network.

Reve (1990) makes an important contribution to strategy from a network perspective. He
reconsiders Porter’s “Five Forces” model, highlighting the opportunities for cooperation rather
than rivalry, as shown in Fig (4).

Fig (4) Integrated Model of Strategic Management (Reve (1990))

Substitutes

Competitive
arena
Diversification
Alliances
Upstream Strategic Downstream
(%L alliances Core alliances

Horizontal
alliances

Invaders



SECTION 2: CRITICAL REVIEW OF CURRENT THEORIES - CHAPTER TWO: CURRENT THEORIES

This was an important step, since it demonstrated that every potential context for rivalry can also
be seen as a context for cooperation - a perspective that had not previously been recognised in
business strategy literature.

Other writers adopt a network perspective to supply chain theory, but with an interpretation more
influenced by operations management theory (Harland (1996a, 1996b), Harland, Lamming,
Cousins (1999) Lamming, Johnson et al (2000), Johnsen, Wynstra, Zheng et al (2000), Harland
and Knight (2001)).

Harland (1996) differentiates the operations-based view of networks from that of IMP as follows:

“ The Swedish networks school... believes that industrial networks cannot be managed, and that actors
within them merely cope”. "

Whereas Harland and Knight believe: «.. it is possible for an organisation to manage networks.”
(Harland and Knight, 2001)"

The operations management branch of the evolving theory of industrial networks assumes that an
organisation is managing, or attempting to manage, the network:

“IMP have reasoned that rational network strategies are not feasible, [whereas] a rational, normative
approach to supply strategy is feasible [and] supply strategy can build on and externalise the rational
operations strategy apProaches, to extend them to inter-organisational networks.” (Harland, Lamming
and Cousins (1999))"

Harland (1996) proposes an evolutionary framework for network strategy, based on Hayes and
Wheelwright (1984), making it clear that she expects that the theory of industrial networks will
evolve in a “rational, positivist” direction, incorporating existing theory from operations
management. This emerging theory has been termed Supply Strategy (Harland, Lamming and
Cousins (1999)). *

Hall’s work has focused mainly on the level of the inter-firm dyad, but in one paper he expresses
the view that “... in the future the network, rather than the firm, will become the unit of
operational analysis.” He suggests some novel consequences of this, such as a new organisational
form — the Limited Life Product Specific Joint Venture (LLPSJV). (Hall (2001)) Hall also argues
that tacit knowledge can be a source of competitive advantage. The rationale for this view rests
on the economic significance of intangibles. A company’s market valuation is often a multiple of
three, five or even ten times its net assets. The difference — “off balance sheet items” - represents
the value of its intangible resources (Hall (1996), Hall and Andriani (1998) (1999)). This
perspective in turn suggests an evolution of business theories from resource-based theories of the
firm, to resource-based theories of the network, and onward to knowledge-based theories of the
network (Hall (2001)).

Hines (1994) contributes an emphasis on building horizontal collaboration into the supplier
network, in UK industries. He recommends that this should be done by creating supplier
associations, mirroring those that operate in Japan.

Two Supply Chain Theories in More Detail

In the previous section, we went on a quick dash through the last twenty years of theory in supply
chain. I have selected below two supply chain theories for consideration in a little more detail.
These two theories take a significantly different view of supply chains. Having introduced the
theories, I will refer to them in later chapters as touch points in order to contrast them with the
theoretical perspectives developed from my research.'®

10
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Critical Supply Chain Assets Theory

Cox (1997p158) introduces supply chains by using examples of how Britain, in the period 1780
to 1850, achieved financial benefits through the monopolistic control of the international flow of
goods. He defines a supply chain as:

“..that complex and interconnected network of relationships which exist between individuals and
companies, in order to transmit physical products or services in exchange for value (money)” p208
(author’s original emphasis)

He splits out the flow of money (payment) from the supply chain, and describes this as a separate
chain — the Value Chain, recognising as he does this, that he is the only business writer using the
terminology in this particular way.

Cox sees supply chains as key to business success. Companies, he suggests, can only achieve
success by “owning and controlling critical supply chain assets” in order to create a monopoly
(or near monopoly.) This is helpful, since it makes his world-view explicit. Successful business is
about obtaining and exercising power. This view of business success can be considered as almost
a form of corporate colonialism. Since the ownership and control of specific assets is seen as key,
the theory is necessarily contingent (Lawrence & Lorsch (1967)),

Cox identifies the supply chain literature as particularly fragmented and in its infancy as a subject
of academic study (Cox and Lamming (1997)). He calls for greater rigour, striving for insight
into the fundamentals of business. The vehicle he proposes for the achievement of greater insight
is abstractive reasoning.

"[}'1he Critical Supply Chain Assets view is greatly influenced by political economy. Cox believes
that:

“Companies do not exist to pass value on to customers, or to delight them. Companies exist to
appropriate and accumulate value for themselves.” (Cox (1997) p149).

This echoes the assumptions of neoclassical economic theory, but strays into anthropomorphism.
Joint stock companies are constructs, created, as Cox explains himself, as a way of helping
entrepreneurs to manage business risk. To talk of a comgany appropriating value for itself is the

. . . . 18 19 2
economic equivalent of Ruskin’s Pathetic Fallacy

The concept of Critical Supply Chain Assets directly invokes the “truths” identified by Adam
Smith in Wealth of Nations (1776):

¢ In conditions of relative scarcity, people will compete for things they value

o Self-interested people who are able to control scarcity will use their control of supply to appropriate
value for themselves

e [f monopoly is not possible, then competition amongst suppliers will allow buyers to appropriate more
of the value.

In this world-view, humans are first and foremost rational, decision-making units and,
importantly, rational selfish decision making units. 2! This concept of human rationality first
emerged in the Enlightenment, was systemised by d’Holbach in the 18™ Century, and then
applied to economics by Smith. Later, Max Weber introduced the concept of “rational economic
man” (Weber (1958)), but only as one of a number of possible types of human behaviour.

11
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I offer four observations about Smith’s “truths”:

Firstly, Smith’s assertions may not be helpful in predicting what people actually do in a business
relationship, and could instead be quite misleading. Secondly, Smith was not arguing that there
was anything “ethical” or “good” about such behaviour. On the contrary, he argued simply that it
was possible that socially efficient outcomes might be achleved in spite of such selfish
behaviour, and then only if several very strict criteria were met.2 Thlrdly, Smith’s views were
based on an economy which was trading physical goods; often staples such as food. Smith’s
economics was not designed to cope with 21* Century developed economies such as the UK and
USA, in which most people are not involved in producing physical goods. Finally, Cox
interprets Smith’s “truths” to be about material scarcity. This may be a dangerous assumption.
Information, leisure and entertainment are often stronger drivers of economic activity in
developed economies.

We should further consider the assertion in CSCA theory, that the secret of business success is
seen to be ownership and control of crmcal supply chain assets. Ownership, of course, assumes
that the assets mentioned can be owned.” This means that they must be physical assets, or that
they must be legally tradable. Control was perhaps a universal strategy in feudal economies, but
in today’s economy, influence ml%ht be the best that can be achieved**: When knowledge assets
are unhappy they can walk away.

Lean Supply

Over the last ten years, Lean Supply has developed considerable currency and influence in
supply chain thinking. We touched briefly on some lean concepts in the “Levels of Analysis”
section. Here, I shall investigate Lean Supply a little more.

Lean Supply grew in parallel with Lean Production (Womack and Jones (1991)). Lean
Production itself appeared initially from the International Motor Vehicle Program (IMVP), an
international research initiative sponsored by the automotive industry. Lamming contributed to
the major publication that introduced Lean Production (Womack & Jones (1990)), and
subsequently published a book which further explored and refined the Lean Supply concept
(Lamming (1993)). This has been developed further in subsequent work which we shall consider
later. The Lean Supply model of customer —supplier relationships is summarised in Table (1)
(from Lamming (1993)):

12
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Fig (1) The Lean Supply Model of Customer-Supplier Relationships (Lamming (1993))
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%e:cx;' Supply encompasses some strong assertions which I have grouped under the following
eadings:

The Evolutionary Perspective of Lean Supply

The Flow of Value
Lean Relationships
Lean Innovation

Going “Beyond Partnering”
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We shall now consider what Lean Supply has to say on each of these topics.

The Evolutionary Perspective of Lean Supply

Lamming (1993)), introduced the idea that Lean Supply would be the next phase in the history of
industrial customer-supplier relationships. He speaks of historical development from Craft
Production to Mass Production, and from Mass to Lean. Interestingly, this almost resembles a
Hegelian dialectic.

The Flow of Value
The “Flow of Value” has emerged as a dominant theme in Lean Supply:

“In Lean Supply, the entire flow from raw materials to consumer is considered as an integrated whole.
Interfaces between stages (i.e. between companies — suppliers and customers) are thus seen as artificial —
created not as natural transformation stages in the development of value, but as a result of the economic
arrangement of assets (boundaries of firms) governed by many other factors (e.g labour skills,
convenient configurations of technology...etc.)” (Lamming (1996a, p187)

Steps in the process which add more cost than value, or which slow down the flow of value, must
be removed:

“The fundamental principle of Lean Supply is that the effects of costs associated with less than perfect
execution...are not limited to the location of execution....This is a fundamental point, since Lean Supply
does not recognise the traditional positions of customer and supplier, which tend to obscure the central
quest for the removal of waste.” Lamming (1996b,p8)

This view therefore insists that any inefficiency in one part of the value stream will be borne as a
cost to all the companies involved in that stream, and that companies therefore have an economic
interest in improving efficiency not only within their own boundaries but also along the entire
value stream:

“The firm exists purely as part of a grouping of firms that collectively provide a conduit through which
value may flow to its destination (the consumer)” (from Grappling with Value, (1996) p8)

Within this framework, therefore, effective supply management (Lean Supply) is seen as being
about removing impediments to the flow of value. These impediments — or inefficiencies — are
seen as often located at or between the boundaries between firms. Such inefficiencies would
include, for example, poor sharing of information, misleading or disingenuous commercial
discussions and “opportunism” (i.e. cheating), whereas cooperative team working between
customer and supplier would create opportunities to increase value or quicken its flow. Industrial
customers and suppliers should see themselves as all “in the same boat” — engaged in the
enterprise of delivering value to increasingly demanding consumers.

Lean Relationships

Lean Supply incorporates a number of behavioural expectations based on the “all in the same
boat” premiss outlined above. Lamming posits a situation where industrial customer and supplier
staff, working closely together, could feel more directly identified with their joint collaborative
enterprise than with their legal employers — in effect seeing themselves as members of a “quasi-
firm”*. The cultural environment of such a quasi-firm would be quite radically different from
what could be expected in a “traditional” organisational culture. Mutual trust, openness, honesty
and the absence of “blame”, are seen as its characteristics. Lamming argues this from an
economic perspective, since he considers that such a cultural setting would be essential for the
removal of waste and the maximisation of efficiency through the value stream.

14
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In this scenario, it is a collection of new behaviours and attitudes which remove “impediments to
value flow”:

“The perspective necessary for this is one of humility — whereas the manner in which firms perceived
themselves in the twentieth century might be characterised as bravado (or perhaps
machismo).”Lamming (1996b) p8

Lean Innovation

Lean Supply puts great importance on shared technological development. This is argued partly
from the “Core Competence” (Prahalad and Hamel (1990)) perspective, but also from the
perspective that shared technical development is already a reality — albeit often on an informal
basis (e.g Crane’s (1972) “invisible college” )*’. Further, the Lean Supply relationship model
aims to foster increased innovation, removing some of the barriers presented by traditional
adversarial or arms-length relationships.

Going “Beyond Partnering”

Lamming (1993) asserts that Lean Supply moves beyond partnering. His reasoning is that
Partnering, as demonstrated in Japanese Automotive buyer-supplier relationships, is typically not
a “partnership of equals” — there is always a Senior Partner and a Junior Partner, whereas the
“logic” of Lean Supply gives primacy to the entire value stream, with no one organisation taking
a “vantage point” position. The problem with having a vantage point, it is argued, is that this
maintains the illusion that “the (industrial) customer is always right.” Such a customer is likely to
make decisions that impose costs on other organisations in the stream, without having the
humility to realise that such costs reduce the efficiency, and therefore the success, of the whole
value stream.

It can be seen from this summary that the Lean Supply and Critical Supply Chain Assets theories
contain some stark differences in assumptions. However, as we shall see in later Chapters, they
also have much in common in terms of their underlying philosophies. For now, I shall highlight
briefly some potential issues or concerns in relation to Lean Supply.

Lean Supply identifies the flow of value to the end consumer to be of supreme importance, but
the concept of value is far more troublesome than is acknowledged by Lean Supply. “Value “ in
business is an ambiguous term. It can be absolute or relative, rational or emotional — even
existential. Flow is also a troublesome metaphor. We are encouraged to think of the flow as
unitary and directional: later in the Thesis we shall see that this might not be an appropriate way
to think about interactions between people in organisations.

Summary

This Chapter has given a brief overview of some supply chain theories, particularly from a
purchasing perspective. Two theories were considered in more detail — Critical Supply Chain
Assets and Lean Supply. These theories will be referred to from time to time and compared with
the evolving theoretical position of the Thesis.
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Endnotes

' Oliver and Wcber (1982)
2 This categorisation is developed from Ilarland (1996a) I have added an additional level - the Relationship itself as a level o f analysis.
' Within this section, I am not making any value judgements about whether such a world-view is “right or wrong”

Much of Itail's work is also at the level of Dyadic relationships - covered later in this outline
5 This idea comes from Simon (1965), but found its way into the Strategic Supply literature largely through Williamson, and because of
this circuitous route, some of the behavioural depth of Simon’s original concept was lost. More on this later in the Thesis.

Recent case study work (Marshall (2001)) su”ests that the transaction cost framework, though helpful, does not explain fully the
outsourcing behaviour of firms
2 There is clearly some overlap between this perspective and the IMP Group’s view of a pattern of transactions between dyads - which
they term relationship. Ibe (rather crude) distinction, which I have drawn around the writers in this section, is that they arc more deeply
interested in the “What is it?” o f relationship, in the sense that Aristotle might have asked it. It is, in effect, two questions. Firstly, what
is it - fundamentally - about a buyer-supplier relationship, which makes it a relationship? Secondly, since relationships change over
time, what is it about a relationship, even when it changes over time, that makes it still a relationship? These are hugely important
questions, offenng us the opportunity not to be glib about such things.

” It is tempting to see these research findings as fiirther evidence of national stereotypes. But such stereotypes may be have been
exa”erated in the last decade. For instance, a presentation by Peter Ilill of Nissan at Bath University gave the view that the approach
of Nissan UK toward suppliers is more obligational than that of Nissan in Japan.
> A British writer who spent over 10 years in the Far Flast, has suggested thatJapan’s business culture is in many respects similar to the
UK (Boisot (1995)).

Ilenderson doesn’t use this terminology, but for those who are familiar with Kor/ybski’s theory of General Semantics, this might
help to explain. (Kor/ybski (1933)(1950))
'" Jexplained well in 1.amming (1993)
2 Ilakansson and Snehota (1995) aslo expressed this view. Ilowever it is /W the collective opinion of the entire IMP Group. Jarillo
(1993) for instance, certainly expects certain actors in a Network to exercise control. Ilarland corrected this error in a later paper
(I'larland and Knight (2001)

This turns out to be a false dichotomy. Ilarland and Knight (2001) conclude that: “(N|etwork management is best seen as a
proactive intervention in the network, and as a spectrum whose extremes are “reactive coping” and “controlling the network”.” This
d(KS not appear materially different from the INIP view.

There is a potential conflict here between Ix;an Supply and the Strategic Supply perspective of Inter-Organisational Networks.
Despite some creative use of terminology' (e.g. “focal firm”) it is clear that there is a “vantage point” component in the network theory,
whereas Ixzan Supply argues strongly against vantage points.

Not all the writing in this genre is at the purely conceptual level. lextensive empirical study of industrial networks in Japan,
particularly in the automotive sector, has helped us to see the some of the rich detail of the way these networks operate (Nishiguchi
1987, Lamming 1993)

Strictly speaking, 1.amming d(K ‘S not consider Ix;an Supply as a supply chain theory. (I.amming (1996b) but other writers do (e.g.
New and Ramsay (1997)). I'or simplicity, and particularly to avoid confusing readers new to supply chain theory, I have classified both
critical supply chain assets theory and lean supply as supply chain theories here. 1lowever, it will be clear to all readers that the two
theories outlined have significantly different philosophical positions.

2 There are a couple of observations, which I will offer regarding Cox’s definition. Ile uses the word network, perhaps suggesting that
his work ought to be classified with the writers on networks, listed below. But this definition is the only place in which the word
network appears in the whole of his b(X)k. The rest of the text takes a very clear view of the chain as a linear flow. Ile also uses the
word relationship, but it is clear from the text that Cox perceives relationship as a series of financial transactions —exchanges of money
for relatively scarce g<x)ds or services.

Attributing human motives and feelings to things, rather than to persons.
"2 I fully recognise that in the “eyes” of IEnglish 1,aw, a company can be a separate “person”. llowever, this d(x:s not mean that it is a
person. This is just an example of one fictional construct trying to deal with another fictional construct. A logical t\ping problem. More
on this later.
2» Cox could have said, perhaps more carefully, that companies exist to accumulate value for their owners, or for their stakeholders. But
even this view would have been overly simplistic. Stakeholders’ objectives may not be entirely congruent, and —whether through
incompetence, bad luck or fraud - executives do not always maximise shareholder value.
2' I have argued elsewhere (IVice (1995)) that humans are driven to co-operate as strongly as they are driven to compete. This is a
theme to which 1will return later in this volume.
22 It is unfortunate, and possibly stxrially dangerous, that Smith’s stringent conditions are often overlcxiked today, by both politicians
and economists. Smith’s conditions for the successful operation of a free market are not met in the UK, or in many other major
economies. Smith was quite humanitarian in his outlook.
2) Marx, another acknowledged influence on Cox, had strong views, of course, about the ownership o f the means o f prtxlucrion.
(Marx/Imgels (1844))
21Cox (1997) does touch, briefly, on alliances, but quickly moves back to a theory of the firm in which control is key. With the idea of
control comes the idea ofpower- another key interest of (Zox. I'hese themes will also be explored later.
2’ Cox departs from Adam Smith in one key respect. Smith, like his friend John 1lume, was concerned about the welfare of all. Ilis
view was that the invisible hand o f market forces, controlled and constrained by some quite draconian rules, since forgotten in our rush
to liberal consumerism, would operate for the benefit of everyone. Whist accepting that fundamental selfishness is a driving economic
force, Cox sees the distortion or subversion of market forces as the route to success. Ile therefore cites Microsoft as a prime example
of the true path to business success (Cox (1997a))
26 The term “quasi-integration” first appears in Blois (1972). The first appearance o f Quasi-Firm that I can identify is in
Schumacher(1978), although many writers attribute it to Fccles (1981) and some to Lamming (1993)

The term “invisible college” was used by Robert Boyle in the 17* century, as an early term for what became the Royal Scxziety
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CHAPTER THREE: A CRITICAL REVIEW OF CURRENT THEORIES

Introduction

In the previous chapter, some current theories of supply management were reviewed and
summarised. This current chapter examines some underlying assumptions which influence the
theories previously considered. One might say that I am considering the Epistemology of
current supply chain theories. This is done from a constructive postmodernist perspective. The
approach is postmodern in the sense that I aim to highlight logical and philosophical flaws
underlying current theories: It is constructively postmodern, in that rather than deconstruct for
its own sake, I deconstruct in order to identify and address underlying weaknesses. The chapter
focuses on four particular elements of current supply management epistemology. The
implications of the weaknesses identified are explored in later chapters

The Economics of Flatland
“Whoever dies with the most toys, wins”, 1960’s protest slogan

We saw in Chapter One, that current supply chain theories rely heavily on themes from the
established economics discourse. Cox, for instance, applies a neoclassical approach, with a
philosophical position of humans as rational and economically maximising, endorsing Adam
Smiths “truths”. Lamming, Harland and Hines accept the power of market forces and the voice
of the consumer. Lamming (1993) , Sako (1992) and Macbeth and Ferguson (1994) introduce
concepts from New Institutional Economics (Coase (1957), Williamson (1986)) to support their
theories.

In this section I examine critically some of the tenets of current economic theory. My aim is to
demonstrate that these ideas severely limit the way we think about business in general and about
supply chains in particular. Not only do they prevent us from considering supply chains as
living phenomena, but they distort our understanding of ourselves and of each other. My title
for this section “The Economics of Flatland” refers to the novel by Edwin Abbott'. In Abbott’s
story, the characters have only two dimensions, and have no knowledge that further dimensions
exist. Discussion of a third dimension is forbidden. There are similarities in current economic
theory, which sees one dimension of human behaviour as certain, whilst denying the existence
of others. The dimension which is recognised is selfishness:

“[T]he first principle of economics is that every agent is actuated only by self-interest.” 2

Edgeworth (1881) pl16

This is a dangerously narrow view of human nature:
“Of all imaginary organisms — dragons, ....missing links, gods, demons, sea monsters and so on,
economic man is the dullest. He is dull because his mental processes are all quantitative and his

preferences transitive.” Bateson (1987 p175)

“... the self in the form of Homo Oeconomicus, a wriggling and struggling monad, literally possessed
by egotism and an amoral commitment to survival. Bookchin (in Reason 1994 p38)

“The love of money as a possession.... will be recognised for what it is, a somewhat disgusting

morbidity, one of those semi-criminal, semi-pathological propensities which one hands over with a
shudder to the specialists in mental disease.” Keynes (1931)

“Rational”, selfish, humanity is fundamental to economics and management theory. It is an
assumption which is built into our theorising and influences our behaviour.
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In the last two hundred years it has become such a pervasive myth that we fail to notice its
absurdity. It has its roots in Western cosmology:

“Still, God was merciful. He gave us Economics. By Adam Smith’s time, human misery had been
transformed into the positive science of how we make the best of our eternal insufficiencies, the most
positive satisfaction from means that are always less than our wants. It was the same miserable
condition envisioned in Christian cosmology.... An elevation of free will into rational choice, which
afforded a more cheerful view of the material opportunities afforded by human suffering. The Genesis
of Economics was the Economics of Genesis.” Sahlins (1996)

Secular influences also left their mark:

“Like many of the social sciences that were seeking to gain recognition at the end of the eighteenth
century, economics aspired to the rigour and elegance achieved by classical physics...”

“What were these models? Essentially a product of Descartes’ mechanical philosophy and Newton’s
law of universal gravitation”

“In ... Principles of Economics, Jevons wrote explicitly that: “the notion of value is to our science what
that of energy is to mechanics” ”

“[Economics] thus remains wedded to a straw man of c1860 vintage.”

Boisot (1995) ppl4-16

A moment’s reflection highlights the absurdity of the conventional economic position:

“Economic Theory ... tends to suggest that people are only honest to the extent that they have
economic interests for being so. This is a Homo Oeconomicus argument which is far from being
obviously true, and which needs confrontation with observed realities”. Johansen (1976)

Sen (1994) uses two examples of alternative human behaviour to challenge the rational
economic model: sympathy and commitment. Sympathy is the phenomenon in which our
(visceral) feelings about a situation lead us to economic choices that are not selfishly
maximising. Commitment is a phenomenon in which our actions are influenced by personal
views, feelings or values. For instance, a situation may not make us personally worse off, but
nevertheless we may be determined to act to stop it.

The theory of utility, a key concept in economics, requires absolute consistency in the behaviour
of actors:

“A person is given one preference ordering, and as and when the need arises this is supposed to reflect
his interests, represent his welfare, summarise his idea of what should be done, and describe his actual
choices and behaviour. Can one preference ordering do all these things? A person thus described may
be “rational” in the limited sense of revealing no inconsistencies... but if he has no use for these
distinctions between quite different concepts, he must be a bit of a fool. The purely economic man is
indeed close to being a social moron. Economic theory has been much preoccupied with this rational
Jfool decked in the glory of his one all-purpose preference ordering.” Sen (1997) p336

A tragic consequence of our acculturation of the myth of economic “man” is its widespread
influence over the business world. Jensen and Meckling (1994) challenge this prevailing view:

“The growing body of social science research on human behaviour has a common message..,
individuals... respond creatively to the opportunities the environment presents, and they work to loosen
constraints that prevent them from doing what they wish. They care about not only money, but also
about almost everything — respect, honour, power, love, and the welfare of others.”

Yet even Jensen and Meckling fail to see that some of their assumptions about human nature are
of a particular, acculturated, western twenty-first century behaviour. For example:

“He, or she, prefers more goods to less. Goods can be anything from art objects to ethical norms”
“He or she cannot be satiated... always wants more of some things.. .”* Jensen and Meckling (1994)
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Anthropologists recognise that this thirst for more is not common to all societies.* Some regard
this obsession with quantity, a strong feature of Western twenty-first century societies, as
pathological:

“The materialist superstition is the belief that quantity (a purely material notion) can determine
pattern.... It is, of course, a basic premise in contemporary economics and therefore one of the factors
which determines international chaos as well as ecological disaster...” Bateson (1987) p60

“... and of course nations become addicted to having a continuously increasing GDP, which is exactly
the same sort of problem as the palm tree [which grows until it falls over]. You cannot take a variable
in an interlocking system and have it change continuously in the same direction.” p131

“[E]conomics has been incurably growth-oriented and addicted to evelybody growing richer, even at
the cost of exhaustion of resources and pollution of the environment.” * Boulding (1971)

This obsession with more, this greed, is a special case of social behaviour in recent centuries.
Where does it come from and why has it evolved? The viewpoint of evolutionary psychology
casts some light:

“Our responses to each other, to other social groups, and to the environment are ones which evolved
during a time at which humans were essentially nomadic hunter-gatherers [of the stone age]”
(Jackson, 2000)

Evolutionary psychologists think our desperate, conspicuous, commodity fetishism may be
steered by our evolutionary need to attract a sexual partner. A sad position into which we have
drifted through our runaway technological capability: our social evolution unable to keep pace
with our technical evolution:®

“[Human society has] reached a degree of anonymity, social atomisation, and spiritual isolation that is
virtually unprecedented in human history.” (Herber (1963) in Jackson (2000))

“The consumer way of life is deeply flawed, both psychologically and ecologically” (Wachtel (1989)
in Jackson (2000))

The perversity of Homo Oeconomicus, and its influence on our societies, can be further
illustrated by the myth of “Wealth Creation”. From a particularistic perspective, individuals can
increase their personal “wealth”, in terms of the money value of goods personally owned. But
wealth creation is a flawed concept: Individual appropriation of goods or money should more
accurately be termed wealth acquisition. From the perspective of planet Earth our only wealth is
the natural resources of our planet: Our goods come to us through the conversion of these
resources. Thus, wealth can be redistributed — and even destroyed — but it can never be created
within the capabilities of our current technology. By clinging to the myth of wealth creation, we
allow ourselves to enjoy the narrow self-interest of conspicuous consumption whilst ignoring its
disastrous consequences. (cf Boulding (1965) Korten, D ( 1999))7

Transaction Cost Economics (TCE) developed in the twentieth century, (Coase (1934),
Williamson (1975)) focusing on buyer-supplier transactions and relationships. It might have
been hoped that this new economics would adopt a more accurate view of human nature. Yet
TCE’s conception is not markedly different from the neoclassical school. Economic “man” is
still greedy and opportunistic, and merely constrained by knowledge (boundedly rational)
TCE’s chosen problem is how to contract in a range of different circumstances. In addressing
this question, the theory identifies the uniqueness of assets (“asset specificity”) as key to
identifying the appropriate form of contract, and by implication, the appropriate form of
organisation. Transaction costs are conceptualised, within the theory, as “friction” in the
economic system; and things should be organised in such a way as to minimise this friction. ®
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Transaction Cost Economics therefore applies the same flawed assumptions of human nature at
the microeconomic level. Ghoshal and Moran note the danger inherent in this view:

“Social sciences carry a special responsibility because of the process of the double hermeneutic: Its
theories affect the agents who are its subject matter.” Goshal and Moran (1996) p39

Paradoxically, economic progress requires qualities which Homo Oeconomicus does not
posses:

“... the advantage of organisations over markets may lie not in overcoming human pathologies through
hierarchy, but in leveraging the human ability to take initiative, to cooperate, and to learn.”” Ghoshal
and Moran (1996) p42

Sadly, neither neoclassical economics nor the neo-institutionalists offer much insight into this
crucial area of learning, cooperation and creativity:

“Innovation is a black hole that neo-institutionalists share with other economists and other social
scientists, and one that they have tended to underestimate” Menard (2001)

In stark contrast to Homo Oeconomicus, Fehr and Gachter (2000 a,b) present evidence for
Homo Reciprocans. Whilst selfish behaviour takes place, humans also have great potential for
reciprocity and generosity. Selfish people can be influenced to behave more generously. '’
Cooperation is encouraged in many societies even if it is against individual self-interest. Indeed,
cooperation may have been key to our evolutionary survival:

“... feelings of anger against non-cooperators, fueling acts of costly punishment that appear irrational
from the standpoint of individual interest, [help] to deter cheating. .. Increases in (a) the strength of the
inclination to coop erate, [and] (b) the cognitive capacity to recognise cooperators, detect cheaters, and
remember who was who... could therefore have been mutually reinforcing evolutionary trends” Ben-
Ner and Putterman (2000) p93

Humans are often driven by motivations that have nothing to do with self-interest.

“the economics discipline as a whole will [in the long run] recognise that the old assumption of
rational, self-interested individuals is not only an inexact and special approximation, but also
inconsistent with a scientific view of human nature.” p9

“Because of their hunger and thirst after righteousness [humans] willingly endure the hunger and thirst
of the body, chastity, pain, torment, and even death itself. Survival is not the highest human vaule.”
Boulding (1971) p72

So far, we have concentrated on Homo Oeconomicus as a flawed concept. Another critical
weakness in current economic theory is the inappropriate emphasis on material goods. Whilst
the service economy is already much bigger than the manufacturing economy in both the UK
and the US, Boisot (1995) points out that:

“We go on treating economic goods that come out of our heads as if they could be dropped on our feet..
They are fundamentally different.” p10

“Economics cannot continue to treat information as just some vague thing which is widely available
and supports the process of economic exchange — it has to be increasingly considered as its main
focus.” p20 :

Some practical examples illustrate the troublesome nature of an economics of information:

e How does an innovator find potential customers? Clearly, the idea must be shared, at least partially,
with potential customers, but the more it is shared the more there is a risk that it might lose its value.

e When an innovator shares an idea with a potential customer, the economic situation is quite different
from the sale of physical goods. How does the appropriate price for the idea emerge? Certainly not
from any open market of ideas. Something vague is being offered. The outcome is uncertain. If a
royalty deal is negotiated, what is the fair percentage? How is it estimated?
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e In other circumstances, information with utility can be produced once and sold many times. There is
no reason why the price has to be related in any way to the cost of the “production” of the
information.

The rules that economics has devised for physical goods simply do not work for information:

“Traditional economic analysis was predicated on three maxims. The first, due to Marshall, was that
nature abhorred discontinuities. The second, due to Samuelson, was that nature abhorred non-
convexities: not only could individual and firm behaviour be described as the solution to simple
maximisation problems... but the behaviour of the economy as a whole could be described as if it
were the solution to some maximisation problem.

The third is the law of supply and demand; it has played a central role in the traditional economist’s
tool kit.... o o ‘ _

Recent work in the economics of information has cast doubts on all three maxims. The world is not
convex; the behaviour of the economy cannot be described as if it were solving any (simple)
maximisation problem; the law of supply and demand has been repealed.”

Stiglitz, in Boisot (1995) p 13

Hall (1996) reinforces the importance of the information economy from another perspective.
The market value (based on share price) of most companies is far in excess of the value of its
physical assets. Market valuation includes customer goodwill and the value of associated
brands, and the market’s assessment of the capability of the employees. In this sense the market
for company shares already values “intangibles” more highly than physical assets. Boulding
anticipated this:

“What the economist calls “capital” is nothing more than human knowledge imposed on the material
world. Knowledge and the growth of knowledge, therefore, is the essential key to economic
development. Investment, financial systems and economic organisations are in a sense only the
machinery by which a knowledge process is created and expressed.” Boulding (undated)

Whilst the neo-institutionalists cite asset specificity as crucial in determining buyer-supplier
relationships, intangible assets are difficult to identify (by their very nature), are typically not
legal entities, and are not adequately addressed by contemporary economics.'!

This brief review of the economics of flatland has revealed that:

e  Current economic theory - of all persuasions - sees humanity as greedy, intendedly rational (i.e. With
the particular “rationality” of greed) and susceptible to cheating. I am not denying these features of
human behaviour, but it is striking that there is no economics of reciprocity, or of generosity or of
kindness. It is almost as if these features of humanity are deemed too rare to be worthy of analysis.

e Economics has little to offer us in relation to intangible assets. Since the majority of UK
employment, and the majority of the share valuation of major companies, is not represented by
physical assets, we — amazingly — have an economics which addresses, imperfectly, less than half the
economy, and is silent about the rest.

e Neither classical economics nor TCE can deal with the economics of information. One can give
away information and yet still have it. Sharing information can either increase its value or reduce it,
depending on the context.

*  We have little in the way of an economics of innovation, helping us to understand what innovation
is, and how it is created.

Economics is a “dismal science” indeed! '3 '*

Having illustrated some of the assumptions from economics which underpin current business
theories, we can now look at examples from supply chain theories in particular.

We start with the Theory of Critical Supply Chain Assets (Cox (1997)). As discussed
elsewhere, Cox is an economist by training. He states his assumptions about human nature:

“The human condition is to live in a world of absolute and relative scarcity, and to compete to possess
those things which are of value to individual human beings.” Cox (1997) p322
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This is the classical economic theoretical position, not an objective statement of “truth”. Cox is
candid about his theory of the nature of business:

“Companies do not exist to pass value to the customer or to delight them. Companies exist to
appropriate and to accumulate value for themselves.” (1997) p105

Here, Cox makes an epistemological error, since elsewhere he states:

“The limited liability, joint stock company is nothing more than a device to make it easier for
entrepreneurs to appropriate value from supply chains by taking risks with uncertainty, but with other
people’s money.” (1997) p219

Cox therefore recognises that a company is a social construct but makes the epistemological
mistake of anthropomorphism. A construct cannot — of itself — have any desire to accumulate
“value” °. At least Cox is consistent. If, in his theory, economic man is of a classical, greedy
and entirely predictable nature, then in anthropomorphising the company, Cox attributes to it
the same dreary motives. Cox’s formula for business success contains two key ingredients:
monopoly (or near monopoly) and innovation. Near monopoly can be obtained by “leveraging
critical supply chain assets”. The use of this terminology is instructive, since it emphasises the
influence of classical mechanics on the development of economic theory.

“Leverage”'® can be achieved by:

“... ownership and/or control of critical supply chain assets, which cannot be replicated or replaced by
existing or potential competitors.” p251

Business strategy is therefore

“... a continuous entrepreneurial war of movement between individuals and companies to own, control
and leverage critical assets in supply chains™ p251

and supply chains are:

“... the complex delivery mechanism by which raw materials are transformed into purchasable
products and services for end consumers. “ p252

The metaphors of Critical Supply Chain Assets Theory are therefore of leverage, ownership,
control and war. Success is defined as wealth. What of cooperation? This is portrayed as an
occasional necessity in the service of acquisitiveness: Companies may form alliances'’ but only
in order to purloin an unfair advantage. Cooperation in pursuit of selfishness. What of some of
the other human phenomena discussed in this chapter; sympathy, commitment, reciprocity,
generosity and social values? These are not referred to: in Critical Supply Chain Assets Theory
they do not exist.

What can we conclude from this review of theory of Critical Supply Chain Assets from the
perspective of the Economics of Flatland? Well, it seems that the theory does live in flatland:
The theory embraces Adam Smith’s “truths”. It leaves a wide vista of the social world as we all
experience it, totally unexamined. And yet the context is crucial: If critical supply chain assets
theory is positioned as part of a paradox or dialectic — as a partial and contradictory fragment of
a mysterious and elusive “reality”, to be held lightly and on no account taken as an
incontrovertible law - then it might be helpful. Nevertheless, the “double hermeneutic” brings it
into our daily experience, whatever its epistemological flaws.

Leaving Critical Supply Chain Assets, we now turn to another supply management theory, Lean
Supply, and examine how it has been influenced by the Economics of Flatland. Lean Supply
takes a significantly different philosophical position from that of Critical Supply Chain Assets.
Nevertheless, it embraces many of the beliefs of the current economic hegemony.
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The end-consumer’s desire for ever-increasing “value” is acknowledged.'® Whether this
consumer greed is inherently a “good thing” or the result of marketing manipulation is left open
for debate, but firms are encouraged to satisfy this market desire. The “invisible hand” is
therefore implicitly

sanctioned. In this respect, Lamming agrees with Cox. Lamming differs from Cox, however, on
the subject of why firms exist. The Lean Supply view is as follows:

“The firm exists purely as part of a grouping of firms that collectively provide a conduit through which
value may flow to its destination (the consumer)” Lamming (1996a) p8

This view is quite radical — a challenge to the orthodox theory of the firm as the appropriate
level of analysis in microeconomics. In Critical Supply Chain Assets, the firm is the unit of
analysis, and success is achieved by establishing a “vantage point”. In Lean Supply, the
vantage point is abrogated. Instead a principle of cooperation between firms is proposed, in
service of the end-consumer’s thirst for “value”'®. Lean Supply recommends a relentless focus
on the removal of waste, particularly across the boundaries between companies, speeding the
flow of value to the consumer. Doing this requires a “strategic attitudinal change” that is “as
much a challenge for the hearts and minds of manufacturers as for [their] technical skills...”
(Lamming (1993), pxvii). Cooperation between firms, in service of consumer needs, is
perceived to reduce transaction costs between the cooperating firms. The metaphors which are
adopted in support of this argument for greater cooperation, are revealing: they again invoke
again the legitimacy of Newtonian mechanics. Cooperation, it is suggested, removes barriers,
improves efficiency, and reduces waste.

In Lean Supply, therefore, some of the aspects of human nature which are missing from
economics theory - cooperation, sympathy, reciprocity, generosity, social rules and values - are
recognised as behavioural possibilities. In the case of cooperation, this is specifically
recommended. What does Lean Supply assume about human nature? Within supply chains®,
humans are required to behave cooperatively. The tacit acceptance by Lean Supply of our
reigning economic myths, implies that this is a challenge — that they need to set aside natural
selfishness and behave in a calculatedly cooperative way. They are to cooperate to the extent
that it is economically advantageous for them to do so, within the bounds of their knowledge.?!
Yet it is also requires that these same people should trust each other and avoid a “blame
culture”. And here there might be an epistemological flaw: one would be well advised »ot to
trust Homo Oeconomicus. Hence, if Lean Supply is to encourage trust and the avoidance of
blame, it will have a hard time squaring this with the requirements of either neoclassical
economics or TCE.

At the “end” of the (linear) Value Stream, the consumer remains Homo Oeconomicus, with his
or her private vices and public virtues*: Lean Supply requires humans in such chains to
suppress their short-term selfishness and behave cooperatively, because it is in their medium
term selfish and acquisitive interest, whilst as consumers the baser desires of these same
humans should proceed unfettered.

Summarising this review of the impact of the Economics of Flatland on some supply chain
theories, we can see that the two current theories reviewed accept the beliefs which underpin
orthodox economics discourse. Homo Oeconomicus is embraced by Critical Supply Chain
Assets and tacitly accepted by Lean Supply. Such beliefs incorporate a narrow perspective of
human nature.
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Adam Smith (1776) recognised the consequences of his economic theory. Whilst he suggested
economic growth was achievable, he anticipated that it would be accompanied by intellectual
and moral decay. Within the Supply Management theories reviewed here, the capacity for
humans to act unselfishly or compassionately without material benefit is avoided. Humans are
envisaged as rational within the boundaries of the available information and their ability to
process it, but rational in a very limited sense: rational fools.

The Occult Supply Chain

Occult: [L., occultus, ccculo; ob and cello, to conceal]
Hidden from the eye or understanding; invisible; unknown; undiscovered
Occult lines in geometry are drawn with a compasses or a pencil and are scarcely visible.

In the previous section, we saw how the current legitimate discourse in economics has
influenced our epistemology, introducing tacit constraints which limit our thinking about
business in general and about supply chains in particular. Here, we consider another set of
epistemological boundaries, this time in relation to the ways in which we allow ourselves to
theorise about “The Supply Chain”. My aim is to descry the “Ding an Sich” 2 of the supply
chain. I start my search from an unconventional position, by categorising supply chain theory as
a branch of Natural History.

Bateson (1979) uses two terms he borrows from Jung?*: The terms are Creatura and Pleroma®.
Pleroma is the world of the non-living, whilst creatura is the world of the living. 2

Bateson’s fascination with the living world led him to consider “Epistemology as a branch of
natural history”:

“In my life, | have put the descriptions of sticks and stones and billiard balls into one box, the pleroma,
and have left them alone. In the other box, I put living things: crabs, people, problems of beauty, and
problems of difference. The contents of the second box are the subject of this book.” Bateson (1979) p7

The world of pleroma, says Bateson, can be understood in terms of forces, impacts and
quantities, but the world of creatura can only be understood in terms of differences, distinctions,
patterns and relationships. This is where I take my starting point. Our current supply chain
theory, with its pedigree in classical economics and Newtonian physics, sees supply chains from
the perspective of pleroma. Hence, we get the language and metaphors of pleroma: leveraging
supply chain assets, removing waste, removing barriers, and the linear flow of value.

Our supply chains do not exist, of course. They are constructs When we talk of our “supply
chain”, we are using a map, referring abstractly to a temtory . We are applying a metaphor,
saying ‘it is as if this sequence of events were a chain”. Constructs like this are themselves
from the world of creatura; from our human imagination. Ants build anthills: Humans imagine
supply chains. Sadly, because of the epistemological flaws in our theories, and the way that we
— being humans — tend to adopt our theories as if they were “real”, we have ended up with a
rather poor construct, a construct of the wrong logical type 28 We imagine that our “supply
chain” is full of “thingish things”.*® We “manage” our “supply chain” through leverage,
through forces, through power, through mechanical efﬁc1ency If a supply cham were a lifeless
thing, then this would be a good way of managing it.

Now let us look at our supply chain anew, with a willingness to see it in all its full creatural

glory. The presence of humans is its most salient feature. A supply chain is a natural
phenomenon. The study of supply chains is therefore a branch of natural history.
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Managing living things using forces, impacts and leverage lacks adaequatio *°. If we really
want to understand supply chains, we need to think in terms of differences and distinctions,
patterns and relationships.

Living in a world where we are taught that supply chains are full of forces, impacts and levers,
it might seem strange to hear that it is more important to look for patterns, differences and
distinctions. What sort of pattern should we be looking for? Bateson calls the it “the pattern
which connects”:

“What pattern connects the crab to the lobster and the orchid to the primrose and all four of them to
you and me? And me to you?” Bateson (1979 p8

And, we should add, what pattern connects people in their imagined supply chains to each
other? This pattern which connects living people in a shared construct, is what I am calling here
the occult supply chain. Its defining contents are not products, trucks or sheds, but social
interactions, ideas and emotions.

Our occult supply chain is full of people doing stuff: the minutiae of human action. If we were
to watch for a while, we might not see people doing anything which is obviously speeding value
on its way to the end consumer. We might similarly struggle to explain anything we see in
terms of leveraging critical assets. What we would see is people socialising, passing the time,
amusing themselves, getting by. Sometimes we would see people acting selfishly or cruelly
towards each other. Sometimes we might see genuine acts of kindness. We would observe
people performing rituals which help sustain the status quo, reinforcing relations of dominance
and servitude or of mutual support. We might see much that is routine, mixed with occasional
emotionally charged events. This is, I suggest, a supply chain containing a significantly
different human rationality that that assumed by our conventional management theories.

The legitimate discourse tells us that goods and value “flow” in a supply chain. In our heretical
discourse, we might see other things flowing more freely: rumours; gossip; unofficial gifts and
favours; friendships and social exchanges; arguments and rivalries. We would see flows of
playfulness, flows of moods, feelings and attitudes. Importantly, we would see flows of ideas,
and perhaps the flow of ideas would often seem to be for its own sake, with no thought of
personal economic advantage: people simply exchanging ideas because that’s what people do
when they get together. “What people do when they get together” is crucially important to the
alternative perspective which I am describing. The Ding an Sich of supply chains has to be
something to do with their meaning as parts of human nature. Surely “supply chains” — being
ultimately nothing more than concepts or maps — have no existence independent of humans? So
it would be reasonable to suggest that the nature of our imagined supply chains is in some way
linked to the nature of being human. Which begs a philosophical question: what is it to be
human? Having talked myself into this question, I am going to have to deal with it. I will do so
with humility and trepidation. Wolf offers a useful starting point:

“[T]he world of humankind constitutes a manifold, a totality of interconnected processes, and inquiries
that disassemble thlS totality into bits and then fail to reassemble it falsify reality. Concepts like nation,
society and culture’' name bits and threaten to turn names into things. Only by understanding these
names as bundles of relationship, and by placing them back into the field from which they were
abstracted, can we hope to avoid misleading inferences and increase our share of understanding.”
Wolf (1982)

This gives us a clue. What if we were to conceive of supply chains as “bundles of relationship”,
only understandable within their own unique context or niche? This seems appropriate, but
begs an obvious further question, what do we mean by relationship? 1 should warn the reader
now that this little word will continue to dog my efforts throughout the rest of the Thesis.
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As such, this early stab at understanding relationship should be seen as a reconnaissance for a
longer journey. Back to Wolf:

“Relationships subject human populations to their imperatives, drive people into social alignment, and
impart a directionality to the alignments produced. The key relationships... empower human action,
inform it... and are carried forward by it. As Marx said, men make their own history but not under
conditions of their own choosing. They do so under the constraint of relationships.... that... direct their
will and their desires.” Wolf ibid p386

Readers will have noticed that I have stepped beyond epistemology into the realm of ontology.
“A sup;[>l chain is a living thing, and a human thing, so what is it to be human?” I have asked.
So far, I have suggested that bem%lhuman has somethinE to do with relationship. Carrithers
(1992) suggests that ultimately, what is “unique” about humanity is our sociality:

“[TThe most general way of talking about sociality, is as intersubjectivity: an innate human propensity -
for mutual engagement and mutual responsiveness. Some of this propensity is cognitive or intellectual,
some of it emotional. In any case human character and human experience exist only in and through
people’s relationships with each other.” Carrtithers 1992 p55

This is borne out in our individual psychological development. We learn intersubjectivity before
we learn anything else:

“Every function of the child’s... development appears twice: first, on the social level, and later, on the
individual level; first, between people (interpsychological)... All the higher concepts originate as
actual relationships between individuals.” ““Vygotsky (1978)

Out of this pattern of development emerges our “ability to track a complex flow of human
interaction”(Carrithers (1992)). We have “an ability, used continually in everyday life, to grasp
what others are planning and thinking with a fair measure of success.” (p44) This ability to
anticipate the “higher order intentionality” of our fellow humans, is tacit — we can’t articulate
how we do it — although we all do it, to a greater or lesser extent. Whiten (1991) calls it “mind-
reading”.

So the “supply chains” we imagine and inhabit, are necessarily human, and essentially
concerned with relationship. To be human requires us to be in relationship, and to be in a supply
chain requires us to be in relationship. We can therefore picture ourselves, as humans, existing
in “bundles of relationship”, which both create us and are created by us, in complex, barely
understood, recursive processes. We are social animals with the nascent potential for
intersubjectivity; able to anticipate tacitly the intentions and thoughts of others without
understanding how we do it; able to bring this capability into play constantly and unconsciously
in the everyday milieu of our existence. Our current habit within one particular bundle of
relationships — management theory - is to conceptualise another bundle of relationships as a
“supply chain.”

Recognising supply chains as socially created and recreated through recursive patterns-of
interaction, means that we can learn little of importance about them from a distance using the
subject-object perspective of logical positivism. We can learn about relationship only in, and
through, relating:

“Learning the contexts of life is a matter that has to be discussed, not internally, but as a matter of the
external relationships between two creatures. And relationship is always a product of double
description.”

“It is correct ... to think of the two parties to the interaction as two eyes, each giving a monocular view
of what goes on and, together, giving a binocular view in depth. This double view is the relationship.”
“As binocular vision gives the possibility of a new order of information (about depth), so the

understanding (conscious and unconscious) of behaviour through relationship gives a new logical type
of learning.” Bateson (1979) pp132-133
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It is important to note that it is the people who are doing the relating in this paradigm, not the
organisations. And it is in the nature of human relating that the process is metamorphic. Our
Occult Supply Chain is an Heraclitean supply chain; we can never step into the same value
stream twice.

Our occult supply chain is also daimonic. Good takes place in our supply chain, and so does
evil. There is a shadow side behind the PR and the marketmg hype, barbs beneath the repartee,
points to be won in the boardroom discussions®. This is in stark contrast to the general
assumptions of most management texts, which assume a sort of sterile, amoral rationality within
organisations. Instead, our occult version recognises the simple human fact that both aspects are
present, and that the tension between them can sometimes be harnessed into creativity.*

We also need to make sure that our heretical perspective incorporates what we know about
people in groups. The established discourse sings the praises of teams in a rather uncritical way.
Research suggests that group behaviour brings with it many difficulties. For some tasks, teams
can be significantly less effective than individuals. Group pressure can result in defective
decision-making (group-think) and, worse, the des1re to remain part of a group can entice
individuals into unethical or immoral behaviour. ** We can safely assume, no matter what the
level of management autocracy, that our occult supply chain will be an unpredictable place.’’

As Argyris (1982) observed: “Under carefully controlled conditions, people do as they damn
well please!”

We should now take stock, and ask, given all we have considered, what is the Ding an Sich of
the Supply Chain? Clearly it is not — fundamentally — about products, or “trucks and sheds”.
These are merely the thingish things of pleroma. They have no life, no value or meaning, by
themselves. We have experimented with ideas about relationship and relating. These seem more
promising, more creatural, more fully-human. But we still need something to hang our hat on.
What, then, is the “what is going on” of our occult supply chain?

I have a suggested answer: Our occult supply chain is a chain of conversations. 1 do not mean
that we just sit around all day talking, or that human action in the world is unimportant. What I
am asserting is the central role that conversation plays in how we cope, in what Heidegger
would describe as the “thrown-ness” of our business lives:*® *

“[The organisational environment] consists of nothing more that talk, symbols, promises, lies, interest,
attention, threats, agreements, expectations, memories, rumours.... Words induce stable connections,
establish stable entities... Agreement on a label that sticks is as constant a connection as is likely to be
found in organisations.” Weick 1985, p128

“Word-work is sublime.... because it is generative; it makes meaning and secures our difference, our
human difference — the way in which we are like no other life. We die. That may be the meaning of our
life. But we do language. That may be the measure of our lives.” *Morrison, in Weick (1995)

Maturana and Varela take it further:

“In the case of insects... cohesion of social unity is based on trophallaxis, the flow of chemicals
between individuals... In humans, social unity is based on a linguistic trophallaxis: a linguistic domain
constituted as a domain of ontogenic coordinations of actions. We human beings are human beings
only in language. Because we have language, there is no limit to what we can describe, imagine, and
relate.” Maturana and Varela (1998) p211

“We work out our lives in mutual linguistic coupling, not because language permits us to reveal
ourselves but because we are constituted in language in a continuous becoming that we bring forth with
others.” p235 ibid
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We create and recreate ourselves through languaging:

“Words, as we know, are tokens for linguistic coordination of actions and not things that we move
from one place to another. It is our history of recurrent interactions that makes possible our ontogenetic
structural drift in a structural coupling that affords interpersonal coordination of actions; this takes
place in a world we share because we have specified it together through our actions. This is so obvious
that we are literally blind to it.”

“This... dimension of operational coherence of our languaging together is what we experience as
consciousness and “our” mind and self.”

“Has the reader ever paid attention to the processes invariably entailed in the most trivial conversation:
the generating of voice in language, the sequence in which words appear, the moment when speakers
alternate, and so on? We usually do these things so effortlessly that everything in our daily life appears
to us so simple and direct that we often fail to see its richness and appreciate its beauty. Nonetheless, it
is a refined choreography of behavioural coordination.”

Maturana and Varela (1998) p232-233

Not only are our supply chains essentially chains of conversations, but these conversations are
only partially conscious and explicit. In our everyday business lives, much of the content and
process of our conversations is tacit.*' Our occult supply chain is full of occult conversations.

Wolf (Ibid), quoting Alexander Lesser, suggests we should see societies as “open systems...
inextricably involved with other aggregates, near and far, in weblike, netlike, connections”.

Webs of conversations.

Having taking this alternative perspective of “supply chain”, it is time to look at the approach
taken to supply chain in the literature. Is the occult dimension recognised? Is it challenged or
denied?

Critical Supply Chain Assets (Cox (1997)) has little to say about relationships. It sees the
human condition through the economist’s eyes: we are doomed to waste our lives competing
with each other to gain things which we consider to be scarce. The associated theoretical model
of “Relational Competence” (Cox (1996)) suggests by its name that it has something to do with
relationship. The link is to relationship, however, in the very narrow sense of economic
transactions. It is relationships between constructs — firms — that are the subject of the theory.
Relationships between the people in the firms are not discussed: They are occult.

A further development within the Critical Supply Chain Assets school, is the concept of
“power regimes” (Cox, Sanderson and Watson, (2001), Cox (2003)). This framework aims to
help companies decide how they should “manage” particular relationships. In this theory, the
factor guiding decision making about relationships, is the relative utility and scarcity of each
firms’ resources. The focus is on the contractual position that the parties take towards each
other, supporting the view that contracts drive business behaviour.*?

So here we have a theory which is perhaps well suited to the activities of “rational fools” living
in “flatland”, but inadequate to the task of gaining a deeper understanding of how humans
behave at work.

Lean Supply does focus on relationship:

“It has been said that there will be three key management tasks in the future: the management of
change or transformation, the management of processes, and the management of relationships. The
development of lean supply provides a strategic framework and a map for the third task: without it,
industry cannot move forward.” Lamming (1993) p258
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Yet this also perhaps exposes a weakness. The management of relationships is proposed. This
epistemological position places someone (the “manager”) outside the “relationship”, taking a
subject-object position. From the point of view of a supply chain as natural history, this is an
error of logic. Individual humans are embedded a in a process of relating. They cannot —
whatever their formal position in a company — step outside the relationship and manage it as if it
were a “thingish thing”. And in any case, what would they ultimately be trying to manage? The
flow of ideas, emotions and conversations? The flow of intangibles? These are not things which
can be “managed”.

Lean Supply offers a model of an effective buyer-supplier relationship using a number of
dimensions. It also takes account of other theories which look more closely at what humans do
in supply chains: Allen’s gatekeeper concept, and Crane’s invisible college, for example
(Lamming (1993)). Lean Supply proposes particular behaviours, but it says little about what
Stacey (2003) calls the shadow side of organisations. Hence, one could envisage a situation
where Lean Supply became a legitimate discourse in an organisation, but shadow conversations
continued to encompass different, and possibly inconsistent, themes.

Lean Supply has tried to investigate relationship in more detail. An early effort was the
Relationship Assessment Programme model (RAP), which was an important epistemological
move onto common ground with our proposed occultism. In introducing RAP, Lamming et al
(1995) point out (though not in these terms) the difficulties of vendor assessment programmes,
relating to the subject-object nature of their inquiry. If the customer assesses the supplier, then
the assessment is one-way and the result is therefore not a shared understanding. The aim of
RAP was that both parties in a dyad assessed the relationship, with the aim of developing a
better understanding. Thus, the relationship is recognised as being of a different nature,
ontologically, than the people in the firms individually. This comes close to recognising the
importance of intersubjectivity.*?

More recently, the associated idea of value transparency has been developed within Lean
Supply (Lamming et al (2001)). This aims to help companies to identify what information to
share with each other. It is an interesting step, offering some potential for people to have
conversations about what sort of conversations they agree to have: A spy hole into the occult.

A body of supply chain theory which appears somewhat compatible with my occult perspective,
is the IMP school (e.g. Ford (1990)). This group of researchers is less confident about the
potential for “managing” relationships between firms, more typically seeing people as “coping”
within relationships. The IMP model recognises that a temporal sequence of interactions can
eventually evolve into a relationship.

Closer still to the occult, is Caldwell (2002). Caldwell chooses to investigate purchasing work
by watching it being done by people in middle management positions in a range of
organisations:

“Management Research in the main does not dwell upon (or publish) what workers actually do when
they work..” p235 _

“[I]f academics are not interested in the work of purchasing practitioners, then who or what is the
audience for their output? One suggested interpretation is that there is very little connection between
the output expected of the majority of academics who write about purchasing and the actual practice of
purchasing” p242

“[A]cademics have downplayed ... tacit, embedded, socialised skills in favour of portraying purchasing
as a purely technical problem solving activity.” P242

“[The academics’] strategic focus prevents the work with its continuity, politics, and “messiness”
appearing as anything but technical. Hence the disparities between detailed objective measurement and
the subjective behaviours presented.” P243

29



SECTION 2: CRITICAL REVIEW OF CURRENT THEORIES - CHAPTER THREE: A CRITICAL REVIEW

“... what happens in customer and supplier development teams; bizarre exchanges, the essential
emptiness of which neither side acknowledges...

“[O]rganisational buying is far more embedded in friendships, customs, and community than the
management accounts allow...” p259

Here at last we have almost crossed the void. This sounds like a message from the other side:
From someone who has seen an occult supply chain.

Summarising this review of the occult supply chain, I have proposed a new perspective for
supply chain theory, which sees supply chains as living phenomena, characterised by pattern
and relationships rather than forces and impacts. From this perspective, supply chains are webs
of conversations and emotions. Other supply chain theories either ignore this perspective or
acknowledge it but only partially explore it.

The Non-Elephant Supply Chain

“If you can solve an equation by a formula, then its solution will ipso facto behave in a regular and
analysable way. That’s what formulas tell you. And if you think the name of the game in dynamics is
finding formulas for the solution of differential equations, your mathematics will only be able to study
regular behaviour. You will actively seek out problems to which your methods apply and ignore the
rest. Not even sweep them under the carpet: to do that, you must at least acknowledge their existence.
You’re living in a fools paradise, or at least you would be if you were not too clever by half to be a
fool.” Stewart (1997) p49

This section takes another perspective of supply chain thinking, in order to reveal further errors
of reasoning in the dominant theories. Here we look at supply chains from the perspective of
mathematical theories of Chaotics: a term used to encompass the related theories of Chaos and
Complexity."’4 Chaotics is often referred to as a recent development in mathematics, but its roots
lie go back a long way. Poincare’s attempt to solve the “Three Body Problem” in the late
nineteenth century, for example, presaged many of the principles of chaos theory (Stewart
(1997) p63). Complexity theory began to emerge in the early decades of the twentieth century.*
We will first consider Chaos “Theory”46 7 in relation to supply chains. Chaos challenges some
assumptions that have crept in to — and all but taken over — science over the last five centuries.
At first sight, these assumptions seem quite innocuous:

Simple equations usually produce simple results

Complex equations usually produce complex results

Small anomalies in data can typically be ignored, as they tend to disguise or distort the “reality”.
Small perturbations in a system have small effects

If the past behaviour of a system can be graphically represented by a straight line, then so can its
future behaviour.

Mathematicians have come to realise that these assumptions are incorrect. Most equations*®

display unexpected behaviour when iterated (i.e. if the result of an equation is fed back into the
equation, and the equation repeated many times).

In the case of a simple repeated equation for the growth of an animal population over time, for
example, (€.g. X nex= rx(1-x), where x is the current population and r is the rate of population
growth), for certain values of r, the graph starts off as a gentle curve, but eventually becomes
very complex indeed, with periods where it looks almost random and other periods where it
flips rapidly between different states (May (1976). This is illustrated in Fig (5) below.
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Fig (5) May Logistics Curve/Bifurcation Diagram

Final
Population
Size for each
value of“Y”

Increasing Values o f “r”

Hence, merely by repeating a relatively simple equation, we can observe the emergence ofa
complex pattern of behaviour, and this pattern typically demonstrates the emergence ofa
multiplicity of potential states. There are times when the pattern appears completely random,
but it is entirely deterministic.

Early attempts to model weather patterns mathematically considered the phenomenon in a
simplified model using three dimensions: temperature, pressure and wind speed. The model was
much simpler than “real” weather, containing only 12 variables. The relationships between
these factors, each represented by a simultaneous equation, were plotted in “Phase Space”
(Lorenz(1963))  Ifthe model is then iterated, the resulting pattern demonstrates some
important characteristics of non-linear mathematics. One ofthese characteristics is the
emergence ofone or more “attractors”. An attractor is a state around which a system or process
tends to settle or cycle. In the case ofnon-linear dynamics, the pattern of events never repeats
exactly: the lines plotted by the repeated cycles ofthe model may come close to each other but
they are never identical. In this sense, the model never “settles” in the way we might expect a
traditional model based on linear principles to settle. In the case ofthe non-linear model
observed by Lorenz, the model demonstrated two attractors - a pattern that was later to be
termed a “strange attractor” by Ruelle (Ruelle (1991)). The emergence oftwo attractors
demonstrates the capacity ofthe system to cycle around two potential states, possible flipping
from one attractor to the other at some point.

The Lorenz attractor is shown below in Fig (6):

Fig (6) Lorenz Attractor in Phase Pace
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In both Fig (5) and Fig (6), the resulting graphs display “self similarity”: patterns at one level of
detail are repeated at infinitely greater levels of detail. Madelbrot (1982) termed these self-
similar pg,ttems “Fractals”. Currently, there is no theory which explains why these phenomena
emerge.

These discoveries opened up to question the previous basic assumptions of mathematics listed
above. Returning to these assumptions, the following corrections now apply:

e Most simple equations (and all equations with a “power”, e.g. X2), when iterated, produce patterns
which are at times simple and at other times highly complex. Often the behaviour shows periods of
activity which look as though they are random but they are not. The behaviour is entirely
deterministic.

*  Small anomalies may not be “noise”: they could be part of the complex patterns described above.

e Small perturbations in a non-linear dynamical system at one point in time, can result in massive
variations at a later point in time (The “Butterfly Effect”')

e Even if the past behaviour of a system can be graphically represented by a straight line, one must
take care. Over a longer timescale, it could display bizarre and unexpected behaviour.

These features of our existing mathematics were always there. It was just that nobody noticed
them. Even now they are largely ignored in terms of our day-to-day common sense world.

So far, we have only considered abstract ideas: what equations do when you experiment with
them. What about the “real” physical and natural world? Is there a connection between our less
myopic approach to mathematics and what happens in nature? The non-linear nature of nature is
widely recognised in the literature (Cohen and Stewart (1994),Stewart (1997)). May’s
bifurcations were found to more closely model how real animal populations evolved. The
lungs, blood vessels, lymph system, brain surface and digestive system of the human body are
fractal. Bateson, in searching for the “pattern which connects” reached a philosophical position
which seems to be supported by what has since been discovered in mathematical chaos:

“We can, after all, look at the clam and count the ridges, but in the process of growth the message of
the DNA must be locally read. A reference to a number cannot be locally useful, but a reference to the
relation between the local patch of tissue and the neighbouring regions could conceivably be
significant. The larger patterns must always be carried forward in the form of detailed instructions to
the component parts.” Bateson (1979)

This, mixing metaphors, is chaos in a nutshell. Detailed instructions at the local level produce
complex, and from a human perspective beautiful, patterns at a higher level.

Human social behaviour has chaotic features: cities and skylines demonstrate fractal shapes;
traffic behaviour demonstrates mathematical chaos; commodity market fluctuations
demonstrate fractal dimensions (Sardar (1999)). The observation that human social behaviour
displays features of mathematical chaotics is potentially disturbing, since non-linear dynamical
systems are entirely deterministic: whither our cherished human free will, if our social
behaviour is mathematically chaotic? However, research suggests that partially-deterministic
processes can produce many of the features associated with wholly-deterministic systems. Such
partially deterministic processes, which could include all human social processes, could
therefore be described as “Noisy Chaos” (Crutchfield (1983)).%

If this mathematics reflects the nature of “reality”, then why did it take so long for anyone to
notice? This, as demonstrated by Stewart’s quote which opens this section, tells us a lot about
human nature. Mathematicians have been aware for centuries that most non-linear equations
(i..e. curved lines) are impossible to solve, so they looked only for the exceptions — the
equations which could be solved — and made them the subJect of mathematics. The rest, in other
words most of the natural and physical world, they 1gnored This is a kind of epistemological
blindness.
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Sardar puts it well:

“[P]redictability is a rare phenomenon operating only within the constraints that science has filtered out
from the rich diversity of our complex world” Sardar (1999)p6

We can sometimes get away with linear assumptions in relation to pleroma, but linearity seems
absent in creatura. Here are some simple experiments to prove the point. Try to think of a
creature with straight lines in its shape. Better still, try to draw a perfectly straight line.
Evolution does not seem to have identified any survival value in the straight line.

This in turn leads me back to the title of this section: “The Non-Elephant Supply Chain”. Stan
Ulam, explaining something similar to my point thus far, stressed that most of nature is non-
linear, in the same sense that most zoology is non-elephant zoology.>* **> We live in a non-linear
world, but our science has got so used to generalising in straight lines that for most purposes all
of us treat the world as if it were linear.

Here is another example. Imagine a large billiard table containing 68 balls, including the cue
ball. Obviously we are not going to play normal billiards, but please bear with me, this story is
going somewhere. Now, suppose we hit the cue ball in the direction of the other balls. And
suppose we want to model how the other balls will move as a result of this one strike of the cue
ball. The number of ways a group of entities (in this case balls) can interact is roughly equal to
its factorial. So there are 68 factorial (i.e. 68 x 67 x 66 etc.) possible interactions. 68 factorial

is10 ®. The significant point here is that a computer that could count up to 10 % would use up
all the energy in the universe. So our current mathematics has absolutely no hope of predicting
how 68 inanimate objects will interact —even in the short term. This helps to give us some
perspective on our ability as a species, at this stage in our evolution, to predict the future:*¢ %’
The best of our science cannot predict the behaviour of 68 inanimate objects for two seconds.

We now turn to a related topic in chaotics: complexity. Whilst chaos deals with surprisingly
complex behaviour which emerges from the reiteration of relatively simple formulae,
complexity considers what happens when a number of different entities interact. The systems
whose behaviour science can predict are “rather simple, made up of relatively few distinct
entities”. The other systems, the complex ones include “all living things and their parts — cells,
say, or immune systems — and their assemblages — societies, economies, ecosystems and so on.”
(Bradbury (1997)). Many scientists in this field define each human as a complex adaptive
system (or more accurately a complex adaptive system of complex adaptive systems)*.
Similarly a group of interacting humans is also a complex adaptive system (a complex adaptive
system of complex adaptive systems of complex adaptive systems) % and so is a collection of
humans interacting with other things — living or non-living. And so is the entire biosphere.
Therefore, whenever we are interested in human behaviour we are interested in complex
adaptive systems. Our problem is that the future state of these systems cannot be predicted
reliably.

Mathematicians build models which attempt to mimic the behaviour of a number of entities
interacting. Typically, these models use “cellular automata”: each individual is represented by
an algorithm. So we have simulations of the flocking behaviour of birds in flight, ants building
nests, and so on. Some CAS*’models allow the algorithms to be self-modifying, so that the
individuals develop uniquely during the course of running the model. Such models have
generated significant interest because they often develop behaviours which seem similar to
those observed in the “real” world, but they also raise some interesting philosophical
challenges. Put simply, the only way to find out what is going to happen in a model of a
complex adaptive system is to run the model.
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What does happen when we run the model? What happens is emergence. When we run a model
of complex adaptive systems interacting with one another, patterns emerge. We can think in
terms of emergence in chaos also, but the nature of what emerges in the two contexts is
qualitatively different. In chaos, complex patterns emerge: that is patterns that seem far more
complex than one would have expected from the simple algorithms that produced them. In
complexity, simple patterns emerge: more simple, that is, than we might have expected from the
complex interactions ofrelatively large numbers of entities that produced them. It is as if some
kind of unexpected order has emerged from (mathematical) chaos. Cohen and Stewart (1994)
have coined useful terms for these two phenomena. The emergence of complex patterns from
reiterated simple formulae, they call Simplexity. The emergence of simple patterns from
complex processes, they call Complicity, or the “Collapse of Chaos”. The patterns which
emerge - whether from simplexity or complicity - cannot be predicted or explained at our
current state of scientific knowledge.

A further important feature of complicity is that emergence creates ontological hierarchies:

“Emergence is the ultimate Heraclitean process. It is a generator of ontological hierarchies. It first
builds these from the bottom up and then these, in turn, control the resulting articulated systems from
the top down. There is a range of levels over which comparisons are often made between biological
hierarchies and social ones.” Boisot and Cohen (2000) pl26

This emergence of levels in complexity theory is, I believe, comparable to what Bateson (1979)
, drawing on the work of Russell and Whitehead, referred to as Logical Levels, or Logical
Types.”" When we combine the notions of emerging ontological hierarchies with the
phenomenon of self-similarity, we reach a significant position: the fractal nature of “reality”. An
example follows. Consider the nature of level of membership of social groupings as shown in
the following diagram. Fig (7)

Fig (7)
How complexity creates ontological
hierarchy: an example

Hierarchical Structure Set Membership
(Logical Type)

Political economy
economy

Economy/industry
Inter-organisational
network

organisation
Small group/personal network

individual

This multi-level complex structure emerges “naturally”. It is not the result of some deliberate
intention on the part of humans to create such a hierarchical structure, it simply happens as a
result of our going about the business of being human. It is an emergent ontological hierarchy,
each level being of a different “logical type”. »

In thinking about the world of chaotics we face a philosophical problem. This is the important
difference between a model of a complex adaptive system and a real one. Any “real” complex
adaptive system which interests us, also involves us; we are part ofthe very system that we
want to understand. Whether we like it or not, we face the challenge oftrying to understand
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something not from the outside as a detached observer, but from the inside whilst we
participate, moment-by-moment, in the very thing which we are trying to understand And one
of the problems in finding ourselves embedded in this way, is that the process in which we are
participating has no easily identified beginning or end. Events feed into each other, patterns
repeat with variation, relationships form and are re-formed. It is impossible to distinguish
between a cause and an effect. Natural systems tend to have a which-came-first-chicken-or-egg
quality. Weather systems, for instance, start with neither the seas, nor the clouds, but cycle
between them.®* In fact, in complex non-linear dynamics, there is no cause and effect in the
sense in which our traditional science uses these terms. Complex systems are recursive.

Let us consider the importance of this further. I am saying that cause and effect, as we “know”
them, do not exist in complex systems. Our legitimate management discourse rests heavily on
these concepts, particularly in the form of induction and deduction. Induction operates by
assuming that change in a future increment of time will be consistent with observations we
made in the past. Einstein recognised what a wild and potentially dangerous leap of faith this
was:

“Physics constitutes a logical system of thought which is in a state of evolution, whose basis cannot be
distilled, as it were, from experience by an inductive method, but can only be arrived at by free
invention. The justification (truth to content) of the system rests on the verification of the derived
propositions by sense experiences, whereby the relations of the latter to the former can only be
comprehended intuitively.” Einstein (in Schipp (1954))

Similarly deduction. Legitimate scientific discourse deduces potential explanations in order to
predict what will happen in the future. But no matter how carefully we deduce, we cannot
predict the future of a complex system, let alone our creatural reality of complex systems of
complex systems, all intertwined. Paraphrasing Von Neumann, you can’t understand complex

systems, you just have to get used to them.*-

But the picture I am painting is a little too bleak. Things are not quite so hopeless. Whilst we
cannot predict specific events in complex systems, we can recognise patterns. We might not
know with any certainty what the weather will do in a week’s time, but we have got used to
expecting there to be seasons.’. Similarly, we might not know what a living organism is going
to do tomorrow, but we know it will grow, develop and eventually die.

We can choose to see the glass of the human condition as enticingly half-full. In place of the
assumptions of neo-Laplacian ®’determinism which we have got used to in recent centuries,
emergence posits a less predictable world: a more exciting and mysterious place.

If cause and effect cannot be relied upon, what should guide our actions? Goodwin (2000)
identifies the need to develop a “science of qualities”, which ties nicely to Bateson’s assertion
that the living world is a world of patterns and distinctions rather than quantities. Thus, we
should try to become more aware of the patterns of events as they unfold, learning about the
relatedness of things without necessarily being able to explain them. Chaoticians try to do this
using Phase State diagrams to produce patterns of attractors.®®

35



SECTION 2: CRITICAL REVIEW OF CURRENT THEORIES - CHAPTER THREE: A CRITICAL REVIEW

If we have to get used to the idea of trying to notice the relatedness of things, particularly living
things, without being able to explain them, then, of necessity, we have to reason in a different
way. We have three types of reasoning at our disposal (Boisot and Cohen (2000)):

e Reasoning by abstraction: treats things as if they are the same in all significant respects. This is a
propositional form of reasoning

e Reasoning by analogy: treats things that are different as if they are the same in a number of
significant respects. Analogies denote rather than connote.

e Reasoning by metaphor treats things that are different as if they were similar in one significant
respect that is largely left implicit. Metaphors achieve their effect by connoting rather than
denoting.

Abstraction is not available to us in relation to much of the creatural world®. Whether we like it
or not, we are forced to resort to analogy and metaphor in order to advance our understanding of
complex living phenomena.

Our reasoning must also change in other ways. Stacey (2003) notes that non-linear and complex
dynamical processes70 are inherently paradoxical ’'. One of the most obvious paradoxes
relating to models of non-linear systems is that they are entirely deterministic and yet produce
novel and unexpected behaviour. A further paradox is that mathematical chaos can suggest that
a process is in two different states at the same time. Much of this paradoxical nature of non-
linear dynamics may be derived from its self-referential nature (Roach and Debnar (1997)).
Recursiveness, it seems, produces paradox (e.g. Epimenides paradox, or Russell’s paradox).

At this point we can see the potentially dramatic implications which follow a recognition that
the world of creatura is non-linear. The human, social and business world becomes one in
which; "2

Assumptions of cause and effect need to be treated with extreme caution

The scale, timing and nature of events often cannot be related to their antecedents
We have to reason by pattern, analogy and metaphor rather than by cause and effect
We have to accept, and live with, a world full of unresolvable paradoxes

Having considered the theoretical underpinnings of the non-elephant supply chain, I will now
go on to look at how some of these ideas have been applied to business theory in general and
supply chain theory in particular.

I will not attempt to cite all the writers who have drawn on non-linear dynamics and
complexity. A useful summary can be found in Stacey (2003 pp268-29273 ). I will, however,
select some typical examples and give an overview of how this evolving branch of
mathematical and scientific theory is being adopted into management theory.

Boisot and Child (1999) and Ashmos and Duchon (2000) focus on strategies of either absorbing
or reducing complexity within an organisation. This clearly takes the position of the
manager/CEQ as external to the process and able to develop and apply objective strategies. The
subject-object nature of the writing is evidenced in this typically reductionist quote:

“Information is diffused through populations of data-processing agents.” Boisot and Child (1998)

Boisot and Child do not seem to have a conception of an organisation made up of idiosyncratic,
emotional and embedded humans.

Nonaka and Takeuchi (1995), Anderson (1999), Sanders (1998) and Lewin and Regine (2001)

place the manager in a position outside the organisation and able to manipulate it in the desired
direction:
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“For a manager to push his or her company into chaos for a while sounds counterintuitive, even
foolhardy, but it is the way to esgape old attractors and find new, more suitable ones.”
Lewin and Regine, (2000) p43.

“Managers influence strategic behaviour by altering the fitness landscape for local agents and
reconfiguring the organisational architecture within which agents adapt” Anderson (1999)

As Stacey (2003) notes, many theorists recommend that organisational leaders should mimic the
cellular automata models by applying a “few simple rules” (e.g. Morgan (1997), Brown and
Eisenhardt (1998) Wheatley (1999). But emergence will take place whether the rules are simple
or complex. Whether simple rules produce “better” emergence than complex rules has not been
demonstrated. Human social processes are in many ways quite different from CAS models.

Allen (Undated) seems to have captured some of the implications of the theory more fully:

“There is no single optimum strategy. What emerge are structural attractors, ecologies of behaviours,
beliefs and strategies, clustered in a mutually consistent way, and characterised by a mixture of
competition and symbiosis. This nested hierarchy of structure is the result of evolution, and is not
necessarily “optimal” in any way, because there are a multiplicity of subjectivities and intentions, fed
by a web of imperfect information and diverse interpretive frameworks...”

“Evolution in human systems is therefore a continual, imperfect learning process, spurred by the
difference between expectation and experience, but rarely providing enough information for a complete
understanding.”

Dooley and Van de Ven (1999) make a relevant observation, using appropriately recursive
language:

“To the extent to which organisational dynamics are observed to be simple and linear, organisations
behave in a linear fashion because they are built that way; they are built that way because that’s the
only way we know how to build things.” Dooley and Van de Ven (1999)

They go on to call for more effort in researching the inherent randomness and idiosyncrasy of
organisations.”

Stacey (2003) has developed an original theory. This rejects the applications of chaos and
complexity theory to management proposed by other writers on similar grounds to those I have
outlined above, which is essentially that these theories are not sufficiently radical: they do not
recognise and embrace the implications of complexity, but rather attempt to integrate the new
ideas into the established discourse. Stacey commends Mead’s (1934) work, which recognises
mind as a socially constructed phenomenon based in language. Within this framework, the
individual and the group are the singular and plural of the same phenomenon: relationship
(Stacey, 2003, Elias 1939). The process of relating is one of conversation, whether silent or
vocal, public or private. He contrasts this constructivist view with the cognitivist view, which is
more centred on the individual and sees human knowing in terms of individual information
processing:

“[I]ndividual mind is a silent conversation of voices and feelings, more or less hidden from others. This
private, silent conversation arises in relationships between people, while being experienced in their
bodies. Relationships between people are expressed in the same medium as mind, namely as
conversations and feeling states. The two — relationships between people and relationships between
voices in a silent conversation — are equivalent to each other. They form and are formed by each other
at the same time... This does not mean that all individuals are the same because each develops unique,
private fantasies around public conversation.” Stacey (2003) p331

Stacey rejects the analogue of the human individual as an agent in a complex adaptive system.
A theory which positions the manager outside the complex adaptive system, as the
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“programmer”, altering the conditions of the system so that novel new behaviour can arise, is
flawed. If the humans in the system are agents (equivalent to cellular automata), then so is the
manager, and therefore the manager cannot take a position as programmer outside the system.
Having rejected this theoretical position, Stacey takes the view that:

“The analogue of agents is the themes organising conversation, communication and power relations.
What is organising itself, therefore, is not individuals but the pattern of their relationships in
comunicational and power terms in the public vocal arena and, at the same time, the private, silent
arena that is mind. The analogue of a complex adaptive system in human terms is then the self-
organising process of communicating in power relations.” Stacey (2003) p332 7

Having seen what management theorists in general have done to try to apply chaotics to
management theory, I now want to turn specifically to supply chain theory, to see what progress
has been made with applications in this field.

Jenner (1998) applies the principles of dissipative structures to Lean Organisations.”®:

“Lean organisations promote “bounded chaos” at all levels as an essential tool in their efforts to assure
ultimate control.”

As we have seen previously, the idea of implementing a strategy which encourages chaos in an
organisation is questionable. Macbeth (2002) describes a process for developing supply chain
strategy and implementing supply chain improvement through the application of complexity
principles. The approach recommends three phases: conditioning, creating far-from-equilibrium
conditions and managing positive and negative feedback. Macbeth therefore also positions the
manager outside the organisation and able to take a positivist position in moving the
organisation toward a desired state. He follows the “push the organisation toward the edge of
chaos” mandate. For reasons explained earlier, this view is flawed.

Choi and Dooley (2000) apply CAS theory to supply networks. Whilst still deterministic, their
theory has a lighter touch:

“Managing the entire supply network has been an elusive endeavour. We believe this is because of an
incomplete understanding of supply networks.” “... it becomes important to know when to control a
supply network deterministically by reducing dimensionality and through negative feedback, and when
to let it emerge by increasing dimensionality and through positive feedback.. Many managerial
frustrations ... stem from the inability to recognise that there are differences between these two aspects
of supply network management.”

This view avoids the mistaken generalisations of some of the other theorists.

Summarising, the living world is nonlinear and therefore human behaviour is inherently
nonlinear. Linear causality and inductive and deductive reasoning are of very limited use in
helping us to understand social phenomena. It is more appropriate to look for pattern, metaphor
and paradox. We need to develop a science of qualities to better understand what is happening
in our supply chains. There is very little recognition of this situation in current supply chain
theories.
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Half a Brain

“To say that all human thinking is essentially of two kinds — reasoning on the one hand, and narrative,
descriptive, contemplative th%\king on the other — is to say only what every reader’s experience will
corroborate.” William James

“Computers are useless: they can only give you answers.” Pablo Picasso

This section builds directly on the previous section. Here, I aim to demonstrate firstly, and
uncontroversially, that the brain has non-linear characteristics and shghtly more contentiously,
the related idea that mind, and perception, are chaotic phenomena . Secondly, I go on to
consider the nature of mind, and in particular the possibilities afforded by our minds for
different kinds of thinking: not only non-linear thinking but also non-logical thinking, and that
non-logical thinking is no bad thing, in fact it is essential for us to think non-logically in order to
function in the social world. Thirdly and finally in this section, I draw some conclusions from
this thinking about thinking: In particular, I suggest that academics are limiting their thinking
about business in a rather severe way, in a way that leads us to dangerously false premises, with
potentially harmful results.

Firstly then, we consider the non-linear brain. In the previous section I introduced some basic
ideas from chaos and complexity theory. Several writers refer to research evidence of “chaotic”
patterns of neuron activity in the brain (Sardar (1999), Calvin (1997), Freeman (1999)):

“Neuron firing ... is not linear” Greenfied (2000)

“The EEG is not penodlc, like the tick of a clock, but 1rregular, and so it looks like noise. The
microscopic activity really is noise, but the macroscopic activity is chaos.”®' Freeman (1999)

The brain is not only non-linear, but also complex and recursive. The only thing that can cause a
neuron to fire in the brain is one or more other neurons. So the brain is a solipsistic place:

“Linear causality fails most dramatically in studies of the relations between microscopic neurons and
the macroscopic populations in which they are embedded. Each neuron acts onto a myriad of others
within one to a few synaptic links, and already the returning impact of those others alters its state
before it can send another impulse. This hierarchical interaction cannot be reduced to a linear causal
chain. .. In each of these cases, particles making up the ensemble simultaneously create a macroscopic
state and are constrained by the very state they have created. “ Freeman 1999 p135

Whatever it is that is going on in the brain — and much of it is still a mystery — we can certainly
observe that brain activity self-organises. 82

The brain is a complex adaptive system. * Neuron activity forms into temporal patterns, and
each brain develops its own habits of forming particular patterns: over a lifetime unique
connections, paths (or ruts) tend to evolve®*. “Basins of attraction” emerge at a range of levels
of detail and over a range of time periods (or rather, aperiods).

As we might expect, perception also demonstrates non-linearity: sensation follows a “power
law” % (Bak(1996 )). The non-linearity of our sensations and perceptions is an essential
requirement for our functioning in the creatural world. Our processes of perceiving and
experiencing are essentially about patterns and distinctions rather than quantities. So our brain
activity is non-linear, and our experiences and perceptions are non-linear. Our ideas can be non-
linear too. A good example of a non-linear idea is a paradox. Paradox is a recurring feature of
human life.
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A simple example is the “liar’s paradox”. Consider the sentence below:

“This sentence is false”

Is the sentence above true, or false? If it is true, then it is false. If it is false, then it is true. This
phenomenon of paradox occurs frequently in situations which are both temporal and self-
referential (recursive). Grim, Mar and St Denis have mapped this paradox mathematically,
demonstrating that the liar’s paradox “creates a chaotic attractor in truth space” (Grim, Mar and
St Denis (1998)).%

Consciousness is paradoxical: as Bateson observed, the outputs of our perception are
consciously, and unquestioningly, received, whilst the processes of our perception are a mystery
to us. Millions of photons stream onto the retina of our eyes, whilst simultaneously millions of
neurons interact in non-linear complex patterns, and we “see” an “image”.

“I, the conscious I, see an unconsciously edited version of what affects my retina. I am guided in my
perception by purposes... The image is consciously scanned, but only after it has been processed by the
totally unconscious process of perception.” Bateson (1973) p408

We have no causal explanation for how this happens. There may be no causal explanation.
Nevertheless, we behave as if this process of seeing, this chaotic, non-linear, inexplicable
miracle is the most natural thing in the world, and we trust the outputs of this process, our
images, completely.

Being human therefore puts us in a quandary. We are embedded in, perhaps even constituted in,
paradox. We can neither observe nor explain without paradox. As Von Foerster noted, all

statements, being statements by observers, are self-referential and hence laden with paradox.®’
88 89

Given the perspective I am presenting, of a complex adaptive biological “unity” (a person)
“struggling along in a creatural world of recursiveness, dubious causality, unexpected
emergence and occasional catastrophe, it is to be expected that psychologists are beginning to
adopt the gnnmples of chaotics into their work. This they are doing, and in some cases with

gusto. °

At the beginning of this section, I promised to introduce the reader to some opportunities for
different ways of knowing which are generally under-used in a business context. These less well
known ways of knowing have been available to us for as long as humans have existed. They are
related to the differing capacities of our left and right cerebral cortices.”® The left hemisphere is
the home of logical inference, of fine detail in calculation and in physical movement, of
temporal sequence and linear causality. It is well suited to helping us in our coping in the world
of pleroma. It is good at marshalling the detail; it is particularistic. It proceeds by identifying
things, breaking these things up into analysable chunks and then trying to reassemble the bits.
As we have seen, only a very small proportion of the world, and practically none of the living
world, is suited to this way of thinking. When we find this breaking-big-things-up-into-bits
approach doesn’t work, we call it reductionism.

For some time there was much speculation about whether the right hemisphere was useful at all.
(Smith (1984)). Now, it is being recognised that the right hemisphere has a crucial role. Its
functions cover a broad list, including recognising general shapes and patterns, understanding
the gist of an argument, and recognising meaning, ambiguity and paradox (only our right
hemisphere, it seems, has a sense of humour). Ornstein (1998) summarises neatly: the left
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hemisphere gives us fext, the right hemisphere gives us context. Each, of course, requires the
other, but context is perhaps of a higher logical type.

Our right hemisphere seems to be attuned to the relatedness of things, to patterns, to wholes
rather than parts, to broader or more subtle meanings rather than literal signs, to the “big
picture”. The right hemisphere is good at stories, at coping with ambiguity. Moreover, the right
side reasons in a different way: by metaphor rather than by literal causality. **

Bateson illustrates this by contrasting a traditional, left-hemisphere logical syllogism, with a
right-hemisphere syllogism. The left hemisphere version is the Syllogism in Barbara:

Men die;
Socrates is a man;
Socrates will die.

His right-hemisphere syllogism, which he calls the Syllogism in Grass, is as follows:

Grass dies;
Men die;
Men are grass.

The metaphor is direct: men are grass. Bateson notes that “left brain material can be qualified

2 &

by “perhaps”, “as if”, etc.”, whereas right brain material lacks tense, negatives, or other
qualifiers. >* Such metaphorical thinking is the stuff of all art. If we consider the syllogism in
grass as a poem, then it becomes legitimate rather than nonsensical.’® There is a wider
observation to be made:

“To try to fight all syllogisms in grass would be silly because these syllogisms are the very stuff of
which natural history is made. When we look for regularities in the biological world, we meet them all
the time...poetry, art, dream, humour, and religion [show] a preference for syllogisms in grass.”’
Bateson ((1979) Chapter 2), and

“Mere purposive rationality unaided by such phenomena as art, religion, dream and the like, is
necessarily pathogenic and destructive of life... its virulence springs from the circumstance that life
depends on interlocking circuits of contingency... while consciousness can only see such short arcs of
such circuits as human purpose may direct”

“...Art, as suggested above, has a positive function in maintaining what I call wisdom, i.e. in
correcting a too purposive view of life and making the view more systemic.”

Bateson (1973) pp146-147

Bruner reaches similar conclusions:

“The elegant rationality of science and the metaphoric non-rationality of art operate with deeply
different grammars, perhaps they even represent a profound complementarity. For in the experience of
art, we connect by a grammar of metaphor, one that defies the rational methods of the linguist and the
psychologist.” Bruner (1979) p74

Ornstein (1998) develops the notion of complementarity further:

“The two sides handle the world differently, one focusing on the small elements of a worldview and
linking them together so that they can be acted upon, produced, reproduced, like a formula. The other
links together the large strokes of a life’s portrait, where we are, where the parts fit, the context of our
life. As a result, there is evidence that there is a special role for the right hemisphere in developing the
overall meaning of many of life’s situations: the large view, or a higher organisation of events...
Perhaps this more organised pattern-perception is one meaning in this context of being wise” Ornstein
(1997) p162/3
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It is only through the integration of both hemispheres that we can fully appreciate detail and
context combined together, recognising the subtleties of human experience:

Labour is blossoming or dancing where

The body is not bruised to pleasure soul.

Nor beauty born out of its own despair,

Nor blear-eyed wisdom out of midnight oil.

O chestnut-tree, great-rooted blossomer,

Are you the leaf, the blossom or the bole?

O body swayed to music, O brightening glance,
How can we know the dancer from the dance?
W B Yeats™ (1926)

At this point, we have noted that our prevailing culture and way of knowing emphasises the
logical and the linear: We are intensely interested in detail, in causes and effects, in inputs and
outputs. We worry about efficiency, and about quantity. More is better; getting more for less is
better still. In this way of knowing, causality is king. Everything has a cause and an effect, and
the task is to discover what these “forces and impacts™ are and, once discovered, to apply these
discoveries in order to squeeze more “value” (that weasel-word again) from our natural world.
Our culture has emphasised and heightened our capabilities for linear thinking. But on its own
this way of thinking is less than fully human and highly dangerous:

“Conscious man, as a changer of his environment, is now fully able to wreck himself and that
environment — with the very best of conscious intentions” Bateson (1973) p452

In contrast, we have observed also some of the non-linear characteristics which are inherent
within our human brains and minds. These aspects of our minds are more in keeping with “how
nature thinks”. In the creatural world, events co-evolve and emerge, causality is impossible to
identify except in retrospect, and detailed prediction is impossible. Essential to our coping in
this creatural world, are the full range of our human capabilities: our “occult” capabilities.
These are our aesthetic senses, our ability to discern patterns and relationships and to draw
distinctions, to sense the mood in a group of people, to track the unspoken subtleties in a
conversation, to feel-with and feel-for others. Our culture encourages us to see our environment
as a problem or puzzle to be solved, but our minds are capable of much more than this.

I shall now consider whether management theory has addressed these more fully-human ways
of knowing. Are these ideas embraced by the theory, or ignored, or on the fringes? Space
dictates that the review must be cursory.What I am asking is “does the theory recognise the
extremely limited nature of causality in business?” and “does the theory recognise the
appropriateness of non-linear thinking, thinking which goes beyond the merely rational, which
is aesthetic and intuitive?”

Some of the most influential management gurus have little to say on this topic. Porter, one of
the most revered strategy theorists, is a strong proponent of ideas which I have challenged in
this chapter. His analyses are entrenched in the orthodox discourse of strategic choice. One of
Porter’s most influential theories, his “Five Forces” model of competitive strategy, rests on a
Newtonian conception of the business world. I am not saying that Porter’s suggestions are
incorrect, rather that they are dangerously incomplete. He has written several good books for the
left hemisphere, and if the human race had only left hemispheres then he would have done
rather a good job.'?

Left-hemisphere dominant thinking has a strong grip on management orthodoxy. From FW

Taylor’s “one best way” of shovelling, to Mike Hammer’s Business Process Reengineering, the
search for the most efficient way of doing things continues. Our definitions of management are
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still circumscribed by the linear sequences of Fayol and Drucker: Objective setting and
planning, organising, motivating, coordinating and controlling.

These sequences are not seen as recursive or paradoxical. Management by Objectives remains
embedded into the rituals of large organisations.

Some management research dares to suggest that that our prevailing theories bear little
relationship to what managers really do. Mintzberg (1973) and Kotter (1982) exploded the myth
of the manager as rationally steering the organisation toward predetermined goals, replacing this
picture with one of a chaotic and fragmented practice, characterised by complex patterns of
relationship and intuitive action.

Some thinkers seem caught between the orthodox and heretical camps. Senge (1990),
recognises the need to go beyond the rational, but offers models which are cybernetic.

Outside orthodox theory live a few heretics. Their influence varies greatly. Some have
infiltrated the mainstream whilst others have struggled to reach an audience. A prophet largely
ignored in his own country is Revans. Revans distilled his experiences of working with Einstein
and Rutherford into a management development method called Action Learning. The core of
this approach was to bring together managers facing difficulties into a mutually supportive
group, who would each challenge each others thinking and ask insightful questions. We can see
in this perspective a firm belief in the embeddedness of management action, and that
management action only has meaning in context. This philosophy was captured by Revans as
L=P+Q, Learning = Programmed knowledge plus insightful Questioning:

“Programmed knowledge, already set out in books or known to experts is quite insufficient for keeping
on top of a world like ours today, racked by change of every kind” Revans (1983 p102)

This integration of context and insight with rational analysis, is precisely what we are looking
for in a theory which goes beyond a left-hemisphere-dominant approach. The combination of P
and Q exceeds the narrowly rational, whilst the positioning of this wrestling with real problems
within a §roup of comrades in adversity recognises the socially constructed nature of the

inquiry.'""

Argyris and Schon (1978) introduced ideas which go beyond narrow rationality in their theories
of Model I and Model II learning. Of note are their recognition of the recursive nature of
business learning, combined with some application of levels or logical types and unconscious
processes.'®> More radical than Argyris and Schon are Fisher, Rooke and Torbert (2001). They
suggest a range of personal developmental stages in organisational life, and for some of the
rarer, latter stages, they offer revealing names such as Magician and Ironist. They describe the
transformation to this stage from earlier stages as follows:

“[T]he transformation is from being in the right frame of mind... to having a reframing spirit. A
reframing spirit continually overcomes itself, divesting itself of its own presuppositions. A reframing
spirit continually re-attunes itself to the frames of reference held by other actors in a situation, and to
the underlying organisational and historical developmental rhythms...” Fisher et al (2001)p177

Here we have a whole-brain perspective. The Magician/Ironist is open to paradox and
unpredictability, holding ideas lightly and willing to let go of them if required by the ever-
changing social context.

Reason (1994b) has also suggested perspectives which go beyond a narrowly rational view of
management theory. He describes critical subjectivity as follows:
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“Critical subjectivity means that we do not suppress our primary subjective experience, that we accept
our knowing is from a perspective; it also means that we are aware of that perspective, and of its bias,
and that we articulate it in our communications.” Reason (1994)

Reason (1994a) suggests four “ways of knowing”: experiential presentational, prepositional,
and practical. Reason and Torbert (2001) suggest three dimensions of inquiry: first, second and
third-person. Reason and Goodwin (1999) suggest a path toward a science of qualities. Each of
these approaches searches for a more encompassing inquiry, taking us beyond Netwonian
orthodoxy.

Stacey (2003) also takes a radical Vstance.'o3 Drawing on ideas from non-linear dynamics,
complexity and group psychotherapy, he suggests we should focus attention on the quality of
participation, the quality of conversational life, how anxiety is lived with, and coping with
paradox and unpredictability. The new qualities of attention which he proposes, are not
available, I suggest, from our rational left hemispheres alone. Such attention calls for the full
support of our aesthetic, intuitive, metaphorical, integrated mind.

What about supply chain theory? Are the theorists in this camp from the orthodox school?

Most supply chain literature seems to focus on the pursuit of linear causality. Cox (1997,2003)
for example, makes no mention of aesthetic or ironic perspectives, Lamming (1993,1995,2001)
draws theories on innovation into the supply chain literature but the work is based on a
relatively conventional view of causality: Lean Supply does not seem to be populated with
ironists or characterised by paradox. Hines (1994,2000) is very much from the orthodox school,
proposing a bricolage of recipes and prescriptions.

An ironic note does occasionally surface in academic papers. For example, Jones ((Information
in the Supply Chain) in Cox and Hines (1997)), quotes a senior manager:

“The whole partnership message is utterly devalued and corrupt out there. It’s a joke because all of the
suppliers have experienced that what this is really about is the latest good technique for screwing down
the supplier.”

This manager acknowledges that the superficially legitimate conversations which were taking
place about partnership in his organisation were ironic.

In this section we have seen that our current supply chain theories are left-hemisphere
dominant, focusing on causality and particularism. In order to be adequate to a wider
understanding of human nature we need to introduce the potential for wisdom and qualitative
thinking offered by our wider mind. Further, such integration of mind can itself be seen as a
metaphor for the wider integration needed for a more participative world.
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Summary: Some Magnificent Academic Trusels

“A peculiar sociological phenomenon has arisen in the last one hundred years which perhaps threatens
to isolate conscious purpose from many corrective processes which might come out of less conscious
parts of the mind. The social scene is nowadays characterised by the existence of a large number of
self-maximising entities which, in law, have something like the status of persons — trusts, companies,
political parties, unions, commercial and financial agencies, nations and the like. In biological fact,
these entities are precisely not persons and are not even aggregates of whole persons. They are
aggregates of parts of persons. When Mr Smith enters the boardroom of his company, he is expected to
limit his thinking narrowly to the specific purposes of the company or to those of that part of the
company which he “represents”. Mercifully, it is not entirely possible for him to do this and some
company decisions are influenced by decisions which come from wider and wiser parts of the mind.
But ideally, Mr Smith is expected to act as a pure uncorrected consciousness — a dehumanised
creature.” Bateson (1973) p421

Some of the most influential ideas in management thinking are Magnificent Academic Trusels:

“A Trusel is an idea or a finding that is widely perceived to be true, but which is largely useless (or
even of negative value). The idea that a truth may lack value may be disturbing, but it is true, although
it is not a trusel.” Warfield (1992)

A Magnifient Academic Trusel is therefore:

“[A Trusel] that has been widely acknowledged for its intellectual content (explicitly or implicitly),
but without a corresponding amount of attention being given to its utility or even to its potential
negative value for society.” Warfield (op cit)

I this chapter I have challenged some of the body of knowledge in supply chain theory. I have
done this not entirely by challenging supply chain theory itself, which is in its infancy and
relatively lacking in content, but by also questioning the wider assumptions and philosophies
that underpin it. I now suggest that the existing body of knowledge in supply chain contains a
number of Magnificent Academic Trusels. These are listed below:

The Magnificent Academic Trusels of Economics

e [t is in the nature of humans to act selfishly in pursuit of the acquisition of goods. Selflessness and
generosity are either abhorrent or rare special cases, which can be ignored.

e Everyone should act selfishly, because if they do so, then an invisible hand operates (called “the
market”) which ensures that this turns out to be in everyone’s best interests.

e The proper focus for economics is the exchange of physical goods. The exchange of non-physical

~ things such as knowledge, ideas, experiences and judgements can be either ignored completely, or
treated as if it were an exchange of physical goods.

e Aesthetic or imaginative creativity is to be treated as “out of scope”. Instead, we should talk of
entrepreneurship, which is the art of acting selfishly with flair.

e The goal of economics is growth, by which we mean that the total amount of wealth in a country or
society. Wealth is defined as the ability to own a larger quantity of physical goods. This is to be
measured in terms of the average growth: Individual hardship at the lower end of the scale is a
price that has to be paid in order to increase the total figure. Total wealth in a country/society
should increase every year, and the rate of increase should also increase.

Warfield has defined a Magnificent Academic Trusel as something which is widely perceived to
be true, but which could have negative social consequences. Clearly, the assumptions listed
above have potentially serious consequences. In our culture, we tacitly accept these myths and,
through the double hermeneutic, we behave in a way that legitimises and reinforces them. By
creating a theory inhabited (using Bateson’s words) by dehumanised creatures, our behaviour
accelerates towards that of a dehumanised society.
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The Magnificent Academic Trusel of Management

e Through a rigorous and rational process of planning, organising, motivating, coordinating and
controlling, a manager can ensure that his/her business is successful and profitable.

Most managers would find this statement acceptable and broadly “true”. This ancient formula
gets regularly dressed up in new clothes or spun in a new direction. For instance, it may be
suggested that competitive pressures call for a focus on “core competencies” or that a need for
agility mandates the creation of a “virtual organisation”. These suggestions are snapped up by
managers who are desperate to find a way of overcoming unpredictability. Unfortunately, as we
have seen in some detail in this chapter this view is questionable. If our businesses are
biological and social phenomena, then the relationship between events will be non-linear, and
causality of the type typically built into the planning and coordinating processes of companies
may not apply. Decades ago, Kirzner called this the “fog of uncertainty”.'®

Further, the Trusel misses the emotionally charged nature of organisational life. Organisations
can be conceived as webs of conversations and relationships, through which people
continuously create and recreate their own shared reality. This will rarely accord with the
“strategic plan” (Bate (1994), Frost et al.(1991)). Managers themselves are embedded in this
web. Our social awareness can never be an entirely conscious awareness, and hence our
participation can never be entirely rational in the sense of orthodox management theory.

Not only does the Trusel describe a dehumanised business world, it also describes a business
world devoid of novelty and creativity. A purely rational business world is a world without
wisdom.

Has sufficient consideration been given to the potentially negative effects of this Trusel on
society? Well, perversely, perhaps managers take psychological comfort from the orthodox
view of them as masters of their own destiny. Yet this same premiss dehumanises our business
world. The business world of our prevailing theory is, as we have seen in this chapter, an
unnatural world.

The Magnificent Academic Trusel of Supply Chain Theory

e Through a rigorous and rational process of planning, organising, motivating, coordinating and
controlling, applied not only to his/her own company, but also across boundaries with customers
and suppliers, a manager can ensure that his’her business is successful and profitable.

The Management Theory Trusel translates directly into the Supply Chain Theory Trusel.
Newtonian metaphors are applied, inappropriately, to complex biological and social
phenomena. Creativity, being partially intuitive and unconscious, merits scant consideration,
since the orthodox supply chain world is a consciously rational world. Even some of the more
radical supply chain theories, such as Lean Supply, still operate from the perspective of Homo
Oeconomicus. The same potentially negative social consequences therefore apply.
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Taking stock

We should now pause to bring some of these ideas together before moving on to the next
chapter.

I have suggested that our current theories of supply chains are constructs which are influenced
by flawed beliefs about human nature, seeing humans as selfish, “rational fools™. I have
proposed that it would be beneficial to consider “supply chains” as living phenomena — as webs
of conversations rather than physical flows of goods and information. Further, I have observed
that supply chains are non-linear phenomena and that this characteristic has important

implications: the nature of causality in such non-linear webs is not the causality of our orthodox
theories. Rather, causality — if the term has any meaning at all in a non-linear context - is
qualitative, metaphorical and inherently unpredictable. Understanding, or merely coping, in
such a context requires different, possibly heretical “ways of knowing”.

The flaws — or errors of logical typing — in our orthodox theories are non-trivial. They lead us
toward actions that have potentially serious consequences for the human species, as will be
described further in the next chapter. In the next chapter, we will consider how different ways of
knowing might help us in researching supply chains from this heretical perspective.

47



SECTION 2: CRITICAL REVIEW OF CURRENT THEORIES - CHAPTER THREE: A CRITICAL REVIEW

Endnotes

! Abbot, E (1884) Flatland: A Romance in many Dimensions

Edgeworth himself challenged this view in the work cited, but it is nevertheless still the conventional view in economics.

I am not claiming, of course, that greed is a recent social phenomenon. Individuals have accumulated wealth — by fair means or
foul — since prehistory. The modem perversion is the presupposition that greed operates for the greater good, through the
“invisible hand”.

4 Schlegel (1998) is a good example
5 Boulding, K E (1971b)
®From this perspective, the “economic” element of “rational, economic™ man, is a subset of the (tacitly and boundedly)
“rational”.
7 A rare alternative to the growth-addicted economic model is demonstrated by the small country of Bhutan in the Hamalayas.
Their policy is to “give priority to Gross National Happiness rather than Gross National Product™. This informs and guides
national policy in relation to self-reliance, human development, cultural preservation and environmental preservation. The policy
has been evolving A o ,
over several decades and so far seems to have been successful. Full details on the country’s web site.
This is a good example of an idea from classical mechanics being shoe-horned into a social theory. Thus, confusion of levels

within this dialectic can become recursive, leading to a hermeneutic double-bind.
® This is the core of the argument for Lean Supply

% Interestingly, they recommend that this should be done not through punishing individual selfish behaviour, but by punishing
the failure to impose group social norms. In other words, they recommend that the intervention must be at a higher level of
logical type

' Recently, the Kingsmill Enquiry in the UK set out to investigate how “Human Capital” should be captured and measured in a
company’s Annual Report. The “science” of economics currently has very little to offer this endeavour.

12 Schumpeter’s efforts in this area are the most notable, but even he makes little progress, as explained later.

13 Thomas Carlyle’s famous description of economics.

' Recent research into applications of complexity theory in economics offers some hope. Some more interesting insights into
how economies operate have recently surfaced from the field of non-linear dynamics and chaos “theory”. The findings are
tentative and experimental, but no more so than anything the classical theory has managed to come up with in the last two
centuries. It is worth giving just a couple of examples of how the more enlightened — and therefore heretical — economists are
redefining the field using these new ideas.

Mandelbrot’s (1982) discovery that global cotton price trends followed the same pattern over both daily and monthly timescales
across a period of sixty years cannot be explained from the perspective of classical economics. However, if one considers the
economy as a biological system, then tentative explanations are possible, from the field of non-linear dynamics. And of course an
economy is a biological system.

Baumol and Benhabib (1989) explain a related phenomenon ~mathematical chaos - in an economic system as follows:
“Imagine a bargaining model in which each party has been instructed ... to respond to each new offer [using] a simple reaction
function provided in advance... If the perfectly deterministic sequence of offers and counter —offers that must emerge from these
simple rules were to begin to oscillate wildly and apparently at random, the negotiations could easily break down... Yet all that
may be involved is the phenomenon known as chaos, a case that is emphatically not pathological, but in which a dynamic
mechanism that is simple and deterministic yields a time path so complicated that it will pass most standard tests of
randomness.”

If the consequences of a “rational”, acquisitive, greedy but predictable humanity suggest mathematical chaos, then the features of
an economy populated by individuals who are — paradoxically — both generous and greedy, reciprocal and acquisitive, kind yet
cruel, must be beyond the limits of our current theories.

What this brief mention of new directions in economics research illustrates is the possibility that economic phenomena are
emergent in non-linear dynamical systems. As such, their outcomes are unpredictable in detail, although patterns of outcomes
might be anticipated.

‘We will revisit the topic of non-linear dynamics later in the thesis)

3 Elsewhere in this Thesis, I show that “value” is a troublesome concept. These arguments are relevant to this section, but not
repeated here.
1$“Give me a lever long enough and a fulcrum on which to place it, and I shall move the world." Archimedes
'7 Anthropomorphism again — surely the people in organisations are forming the alliances rather than the companies?

'8 That difficult and ambiguous word “value™ again. .

"% 1t is worth noting — in passing — that neoclassical economics is poorly equipped for the task of taking a “value stream” as its
level of analysis. The economic argument in support of the Lean Supply theory therefore draws on Transaction Cost Economics
gwhich is not entirely up to the job either).

® More usually termed value streams in lean terminology
2! Lean Supply does not try to claim that every individual in the Supply Chain will be better off under a Lean paradigm, but it
does claim that the cooperating firms will be better off. But of course the firms are simply social constructs; firms don’t have rent
to pay and mouths to feed — people do. Whatever the espoused goals and strategies of the firms, individuals cooperating within a
neoclassical economic model would apply a maximisation algorithm and a single preference ordering. From my own heretical
epistemology, I suggest that this would probably result (with repetition and large numbers) in mathematical chaos rather than
universal happiness.
22 Mandbville, Fable of the Bees, 1714
B Kant (1781)
24 Jung (1916) Septum Sermones ad Mortuos (Seven Sermons for the Dead): Jung was apparently going through some sort of
mental breakdown when he wrote it. The terms Creatura and Pleroma are ancient terms which Jung had borrowed from Gnostic
writings.
25 Bateson’s use of the term Pleroma is — typically - highly idiosyncratic. In Christian Theology, Pleroma has a very different
meaning: for example Teilhard De Chardin uses the term to represent the “final state of the world”, the “consummation of all
things in Christ” (De Chardin, 1960, p122). Bateson was an atheist, at least for most of his life, and may not have been aware of
the Christian interpretation.

® In using these terms, one should avoid association with the dualism of Descartes or the Chains of Being of Aristotle or Locke.
The categories of pleroma and creatura are applied from a monistic perspective. Hence, whilst physical objects without life are of
the world of pleroma, and living creatures are of the world of creatura: “there can be no creatura without pleroma”.
21K orzybski (1933, 1950)
28 Logical Types will be explained later in the Thesis, so please bear with me...
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2 Bateson (1979)

3% Schumacher (1978) drawing on Plotinus, St Augustine and Thomas Acquinas (amongst others).

3} 1 am tempted to add supply chain (HNP)

32 Whenever I cite ideas from psychology, I feel obliged to point out that I am not stating a positivist truth, merely a tentative
theory. Confusing maps with territory is both particularly tempting and dangerous in this field

33 Heraclitus (cS00BC) said that we can never step into the same stream twice, since “all is flux” (hence my little pun)

34 See, for instance, Stacey (2003), Harrison (1995)

33 This is based on the ancient Greek concept of the Daimon, see Rollo May’s existential writings, e,g, May, R (1991) The Cry
for Myth

3 Brown (2000) Koestler (1967) plus Milgram (1963)

37 Although attempts to understand group behaviour started well before Freud, our understanding of group behaviour is limited.
Key works include Bion (1967), Foulkes and Anthony (1961) and more recently Stacey (2003).

i.e. we find ourselves “in the thick” of situations. “Thrown in at the deep end”, as it were.

3% My awareness of conversations as central to business life was initially thanks to Robert Bolton (Bolton(1998)) Goss (1996)
and, though a dodgy charater, Werner Erhardt’s writing, then via Stacey (2003) and Shotter (1993)

4% Toni Morrison, from a Nobel Prize address: Miami Herald, December 12, 1993 pS.

' I could have approached this theme from other directions; for example from a Psychological or Psychoanalytic perspective. I
chose a biological perspective for two reasons: brevity and novelty.

They do not, as Durkheim pointed out:“A contract is not self-sufficient but supposes a regulation which is as extensive and
complicated as life itself... A contract is only a truce, and very precarious, it suspends hostilities only for a time™ Durkheim

1933)
s’ My subjective impression is that RAP never really fulfilled its promise in terms of its application in the business world. When
we consider the broader context of our societies, this may not be surprising: more on this later in the Thesis.
“4 Anderla, G, Dunning, A and Forge, S (1997)
45 Lotka (1925) (Elements of Physical Biology) through Cybernetics (c1946), General Systems Theory (1950), Systems
Dynamics (1956), and to Waddington ((1977) Tools for Thought). Gregory Bateson wrote extensively on Complexity Theory
from the 1940°s to the 1980°s without realising it. Various “branches™ which have developed along side this main trunk of theory
include Cellular Automata/Complex Adaptive Systems (1950); Fractal Geometry (1975); Schismogenesis (1920); Aotopoeisis
and General Evolutionary Theory (1985); and Mathematical and Theoretical Biology (1925). For more details and
bibliographical data on all this list see Abraham (1995). Ironically, Descartes — oft maligned as complexity’s nemesis —
speculated in Part Five of Discourse regarding the possibility that the dynamics of a system could, over time, tend to make it
more orderly. (See notebooks of Shalizi at Santa Fe: www.santafe.edu/~shalizi/notebooks )
46 See Kellert (1992) on whether “Chaos” qualifies as a “theory™.
“7 The term “Chaos” Theory is a misnomer. In normal usage, the term chaos refers to completely random behaviour. The Chaos
of Chaos “Theory” is not random at all. On the contrary, it is behaviour which is following precisely a set of mathematical rules:
It is deterministic behaviour. Unfortunately, we are stuck with the term Chaos and all the confusion it brings: Just like “Supply
Chain”. One set of theorists have coined the term “chaordic” as an alternative, referring to phenomena that appear to be both
chaotic and orderly at the same time (Hock (2000)).

The only exceptions seem to be straight-line equations.

% Phase Space is a useful mathematical concept with wide applications. Where a behaviour which is of interest can be (partially)
represented by a number of different equations, then each equation is represented by a dimension in an imaginary space: Phase
Space. The behaviour can then be plotted in these multiple dimensions and represented by this pattern in phase space. Phase
Sopacc will be referred to later in the thesis in more detail.
5% These discoveries required no new mathematics. They simply required the patience to iterate the equations long enough for the
interesting behaviour to appear.
3T have not explained the butterfly effect, as most people have heard of it. But for reference it is in Lorenz (1963). The more
technical term is “Sensitive Dependence on Initial Conditions™

“This is a particularly important argument in this thesis, since 1 depend on this position in order to apply concepts from complex
Adaptive Systems theory to human phenomena.
53 In fact, many of the aileged solutions to the supposedly solve-able equations are actually wrong also: see Stewart (1997)
54 Gleick (1998) p68. I apologise for this over-used quote. 1 shamelessly used it in order to get a snazzy title for the section.
Gleick references the quote to Ulam and to “Experimental Mathematics™ p374 (no year). 1 have been unable to trace the quote to
source and wonder if it is apocryphal.
55 Elephants, of course, are just as non-linear as the rest of nature!
56 This example is from Bradbury (1997) with some embellishment from me.
57 Newton’s laws do not even help us to predict what should happen if the cue ball hits two balls at the same time (Stewart 1997)
58 Stacey (2003) avoids reference to Complex Adaptive Systems, introducing instead his own theory of Complex Responsive
Processes. More on this later.

This recursive, multi-layered, multi-level, self-similar nature of creatura is, I believe, non-trivial. I shall return to this point
later.
€ Complex adaptive systems
¢! And — by analogy — other ontological hierarchies such as that in Schumacher (1978)

62 When I first wrote this section, I hesitated to put this information in, thinking it rather weird. But then I found out that it was
already scientifically respectable. It seems that this recognition of the fractal nature of human existence has been written about in
several journal articles, mostly in the field of anthropology. Related references are introduced in later chapters. There is even a
name for the science of applying complexity theory to social phenomenon: Erodynamics.

6 A potential weakness of this example is that it describes a hierarchy of constructs. This makes it compatible with Russell and
Whitehead’s original work in logic, but less directly representative of the biological world. It is also clear that the phenomena
may be a reflection of the nature of human consciousness rather than the ding an sich.

The weather system is, of course, creatural. Plants and animals shape it and are shaped by it.

The original comment was in relation to mathematics.

% In a fairly vague way, we think we know what “causes” the seasons (Earth’s distance from the Sun, etc.)

It is de rigeur to have a dig at Laplace when discussing determinism, but rather unfair. Laplace knew that the “Vast Intellect”
to which he referred, which might know the state of everything in the universe, was an entertaining and amusing novelty rather
than a practical possibility.

8 Actually, perhaps we do have a science of qualities, only we call it Art. We have not been in the habit, at least in the last few
hundred years in the UK, of using art to guide our everyday actions. The world of action has been the legitimate domain of
linear, lineal and quantitative science.
% For example, even with the success of the Human Genome project(s), we cannot explain human epigenesis.

0 Stacey talks of complex responsive processes, rather than complex adaptive systems. This altered terminology is key to his
particular theoretical approach. So far in this section I have used the terms system and process interchangeably. I will return to
this issue when we consider Stacey’s ideas further later in the Thesis.
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™! paradox has several related meanings and is an important term in philosophy. In general parlance, it is often used to refer to
interesting apparent contradictions. In rhetoric, it designates a trope presenting an opposition between two accepted theses. In
logic, a paradox represents contradictory propositions each of which seem incontestable but which together are incompatible. See
Poole and Van de Ven (1989) for a good summary. Here I am particularly interested in the class of paradox known as Logical
Paradox. Whilst some paradoxes appear to be puzzles that can be (at least temporarily) solved, our interest here lies in the type of
Paradox which can only be “endlessly rearranged” (Stacey (2003)).

2 There are two further elements of theory which we should be noted. The first of these is Dissipative Structures (Prigogine
(1986)). What these Structures are alleged to dissipate is energy, or heat. Prigogine refers to Newton’s second law. The fact that
they dissipate energy is not particularly interesting, but the fact that they adopt new structures is of note. When pushed “far from
equilibrium”, certain systems seem to self-organise into interesting new patterns: this happens, for instance, when heat is applied
to certain liquids. This observation may well be significant. It is certainly the area in this field which is most heavily referenced
in the social sciences. Management Theorists have extracted from this work the metaphor of the “edge of chaos™: a region where
the process has to be pushed before it self-organises into a new structure. I believe that this idea may be receiving more attention
that it deserves in the social sciences in comparison to some of the ideas introduced above. Many of the implications derived by
social scientists from the theory of dissipative structures may be faulty and potentially dangerous. Winfree (1987), for example,
has disputed the scientific findings, whilst Anderson and Stein (1987) are clear:

“Is there a theory of dissipative structures... explaining the existence of new, stable properties and entities in such systems?
Contrary to statements in a number of books and articles in this field, we believe that there is no such theory and it even may be
that there are no such structures.”
Anderson and Stein, p447 (Anderson — like Prigogine — has a Nobel Prize).
It is important to note that we really do not need a theory of dissipative structures in order to have a theory of the unexpected
formation of new patterns and structures. The main body of work on non-linear processes includes a wide range of examples of
such new pattern formation. In mainstream non-linear dynamics it is called emergence. Emergence does not depend on the
application of excessive energy to push the process into a new pattern.
The application of the “edge of chaos™ metaphor to management theory may be philosophically flawed. Strange attractors are
typically fractal objects (See, for example, Ballazzini (2001) and Capra (1996)). Since strange attractors are fractal, there can be
no such thing as an “edge of chaos” on a fractal object: Fractals do not have “edges”. For example, take Mandelbrot’s famous
case: The fractal coastline of Britain. Where would one need to be, to be on the edge of the coastline? The edge of the coastline is
in a different place depending on whether one is standing on Brighton beach or sailing the Atlantic. In fact, at an infinitesimal
level of detail, the coastline is impossible to locate. So, I suggest, is the “edge of chaos”. Edges are Euclidian, whilst Chaotics is
non-Euclidian Another example of the dubious value of the “edge of chaos™ concept can be illustrated without reference
specifically to fractals. This is the “Wada Property”. The “Wada Property (Kennedy and Yorke (1991)) refers to cases where
there are three basins of attractions so convoluted that every point on a basin boundary is also on the boundary of all other basins.
Hence, there would be no single “edge of chaos”™. See also McWhinney’s (1990) paper “Fractals cast no shadows”.
The other related theory is Per Bak’s “Self-Organising Criticality™ (Bak (1996)). Bak observed that whilst catastrophic events in
nature may be unpredictable in detail, their distribution over time can be observed historically to follow a mathematical pattern
(The Power Law) showing a trend on a log-log scale. Complex systems tend to self-organise (and re-organise) over time. Again,
we find that we can interpret history and predict potential patterns, but we are powerless to pin down specific predictions about
future events. As Kierkegaard said: “Life is understood backwards, but must be lived forwards™.

I have avoided repeating many of the examples of theoretical applications of Chaotics cited in Stacey (2003) Readers can
refer to these directly.
" | have previously mentioned my distaste for this “edge of chaos™ metaphor as applied to the social sciences in general. I would
like to return here to the inappropriate application of this metaphor to management theory in particular. One way of looking at
the lazy fallacy of the metaphor is to consider the perspective offered by the linguistics of Ferdinand de Saussure. Saussure used
the terms Synchronic and Diachronic. Synchronic is a term which refers to a system as it appears at a single point of time,
whereas diachronic applies a broader time perspective, or context. Using this terminology, it is clear that what may be conceived
as an edge of chaos synchronically may not be perceived so diachronically, and vice versa. Since we can only observe an alleged
edge of chaos as an embedded participant, it is impossible to adopt a diachronic perspective (except in hindsight, of course). We
should also avoid a further confusion of metaphors by remembering that the “edge of chaos™ referred to by these writers is by
definition an edge of mathematical chaos, and not and edge of rhetorical chaos. “Edge of chaos” sounds exciting if we
mistakenly think that it means the edge of utter unpredictability and misrule. It means exactly the opposite of this, however. It
means “the edge of a deterministic pattern which appears random but is not”. No manager has either the knowledge or the ability
to push their organisation toward such an “edge”. I therefore suggest that the “edge of chaos” metaphor would be a very useful
concept in management theory, were it not for the inappropriate and mistaken use of the words “edge” and “chaos”.
7> Mendenhall, Macomber and Cutright (2000) have identified some remarkable insights from the work of Mary Parker Follett in
the early twentieth century. A selection of relevant quotations follow, which whilst preceding the later development of chaos and
complexity theory, highlight a deeper understanding than some of the more superficial recent work, helping us to relate
complexity theory to the nature of our social existence:
“In the behaviour-process, subject and object are equally important and reality is in the relating of these, is in the endless
evolving of these relatings” Follett, (1951) p55
“The most fundamental thought about all this is that a reaction is always a reaction to a relating. I never react to you but to you-
plus-me: or to be more accurate, it is I-plus-you reacting to you-plus-me... that is, in the very process of meeting, by the very
process of meeting, we both become something different. It begins even before we meet, in the anticipation of meeting.. It is I
plus the interweaving-between-you-and-me meeting you plus the interweaving-between-you-and-me, etc. If we were doing it
mathematically we should work it out to the nth power.” Follett (1951) pp62-63
Follett maintained (similarly to Bateson) that difference is the most essential feature of life:
“We cannot rest in the common. The surge of life sweeps through the given similarity, the common ground, and breaks it up into
a thousand differences. This tumultuous, irresistible flow of life is our existence: the unity, the common, is but for an instant, it
flows on to new differings which adjust themselves anew in fuller, more varied, richer synthesis. The moment when similarity
achieves itself as a composite of working, seething forces, it throws out its myriad new differings. The torrent flows into a pool,
works, ferments, and then rushes forth until all is again gathered into the new pool of its own unifying.. Social progress is to be
sure coadapting, but coadapting means always that the fresh unity becomes the pole of a fresh difference leading again to new
unities which lead to broader and broader fields of activity ™ Follett (1920) p35
These words, written decades before complexity emerged as a scientific discipline, capture quite beautifully the implications of
non-linear dynamics to the study of human behaviour.

This approach offers greater integrity than some of the other theories. A subjective and personal impression, however, is that it
does not capture fully the embodied and visceral nature of human interactions. The “conversational themes” can seem strangely
disembodied, almost platonic. In contrast, Lackoff (1999), for example, demonstrates that our abstract reasoning is also — of
necessity — physically embodied:

“Abstract concepts are largely metaphorical, based on metaphors that make use of our sensory-motor capacities to perform
abstract inferences. Thus, abstract reasoning appears to arise from the body.”
“We cannot think just anything — only what our embodied brains permit” Lackoff (1980)
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Stacey’s theory of relationship as recursive loops of conversation seems almost Cartesian in contrast. Whilst the constructivist
dimension of the theory is useful, the individual human nervous system is (to use Maturana’s terminology) an autopoietic unity.
Therefore, whilst from one perspective it might be informative to recognise that the individual and group are singular and plural
of the same phenomenon, namely relationship, it is also important to recognise the ability of the single human organism to
maintain its individual identify — its unity — through a process of continuous self-recreation. In other words, it seems to me that
a missing perspective in Stacey’s theory is that it fails to capture the fractal nature of reality. Stacey offers us no insights into the
emergence of ontological levels, each offering tantalising but unexplained self-similarity, that seem to be such a distinctive
feature of chaotic and complex processes. Whilst the individual and the group are indeed the singular and plural of the same
phenomenon, they are also different logical types of the same phenomenon. This observation is non-trivial, since as Bateson
Pomts out, m|xmg up logical types can be dangerous or even pathogenic.

Whilst writing on the subject of complexity applications to supply chain theory, I should mention Stuart Kauffman. Kauffiman
is a respected biologist who has researched complex adaptive systems. More recently, Kauffman has moved into supply chain
consulting with his Bios Group. This company aims to apply “agent based technologies” to supply chain management IT
systems. In effect, this is applying the cellular automota idea from CAS models and trying to get it to help in “real” supply
chains, I have not had an opportunity to see any of this tcchnology in action. My position is relatively sceptical however, since
th|s is another example of trying to make the organisation the “object”, whilst the manager manipulates it from the outside.

” Jenner cites Ashby’s Law of Requisite Variety as follows:

“The variety of changes that lean organisations undergo during any time period must be at least equal to the variety of
disturbances that threaten it during that period.”

To me, this seems like an unecessary force-fitting of a general idea from Cybernetics into management theory. Ashby’s law is
normally worded as follows:

“For approgmate regulation the variety in the regulator must be equal to or greater than the variety in the system being
regulated.

In the ongmal “law™, the context is one of a closed-loop cybernetic system. And even within this context the law is rather vague
and subject to much mlsmterpretatlon It has little, if any, relevance to an open complex adaptive process.

™ William James, from the "Brute and Human Intellect” essay (1878) originally printed in The Journal of Speculative
Philosophy (1898, vol.12)

0 Chaotic, of course, in the mathematic sense. Whether it is chaotic in the sense of common parlance, I will leave unexplored.

The microscopic activity may not be noise either, since non-linearity is fractal. The experimenters may not have been able to
identify the pattern.

82 A digression: We tend to think of our brains as being in our heads. This is only partially true. It would be more biologically,
physiologically and psychologically accurate to think of our brains being distributed throughout our bodies. Let’s take an
analogy: We may talk of the human blood circulation system, recognising that our blood system is a complex network of which
the heart is a necessary, but not sufficient, component. In dealing with problems of blood circulation, we would be well advised
to take full account of the heart, but would face disaster if we considered it in isolation from our veins and arteries. Yet we seem
happy to assume that the businesses of thinking and of emotion are located entirely in the brain. What really happens, is that we
think with our entire distributed nervous system, not just with our brain. Our behaviour in the social world is heavily influenced
by “feeling states” distributed throughout our bodies. Our emotions, which we have been taught to think live in our heads, are
hcavuly informed and recursively influenced by the status of our bodily organs and distributed neurons. (Damasio (1994)).

3 Of what level of logical type I am not sure. Individual neurons may themselves be complex adaptive systems.

Some influential writers see thought itself as an “evolutionary” process. But to understand this fully we must develop our
conccpuon of evolution into a more accurate model than that suggested by Darwin.

S Bateson highlights this discovery, termed the Webber-Fechner “Law” (published in the 1830s) in Bateson (1991p200). The
law observes that the “strength” of a sensation (weight, sound, etc.) is proportion to the logarithm of the stimulus. For instance to
experience “twice” the weight, you must encounter four times the weight. If the relationship between the “external” world and
our perceptions of it were linear, then twice the sound, heat, light, etc. would produce twice the sensation. Instead, our human
perception varies with the logarithmic value of the external change. As Bateson (1987 p122) says, we benefit from this in terms
of great sensitivity to small changes whilst not needing such premsuon for  gross changes. One is able “to hear a mouse in the
grass or a dog bark a mile away, yet not be deafened by one’s own voice”.

The idea of a paradox creating a chaotic attractor in truth space is an entertaining one. It has a marvellous quality of sounding
barking mad and deeply profound at the same time. It also puts me in mind of Bateson’s musing that the world of ideas is
“probably a self-healing tautology”. Gleick comes to similar view: “[I]deas can be thought of as regions with fuzzy boundaries,
separate yet overlapping, pulling like magnets and yet letting go.” Gleick 1998 p299

7 Von Foerster (Self Fulfilling Prophesies: Old and New, Paper presented to the Third Annual Don D Jackson Memorial
Confercncc, 1978, cited in Keeny, B. P. Aesthetics of Change, New York Guildford Press 1983

8 Nevertheless, we might apply an “animal farm” coda: some observations are more paradoxical than others.

® Similarly, Maturana and Varela (1998) note that everything said is said by an observer, and since observation is paradoxical
1933/ nature all observations are paradoxical.

Stacey would perhaps struggle against the idea of a single person as a psychological unity. It’s a moot point. Persons can be

substituted for person without losing the flow of my argument.
°! e.g. Butz (1997), Lindberg et al (1998), Koopmans (1998)). An interesting application is offered by Abraham (1995) who,
recognising the essential and healthy distribution of chaos in the mind/brain and the importance of fractal boundaries between its
many attractors, proposes that we should talk of personality dischaos, rather than personality disorder

92 Other important works in relation to application of chaotics to psychology include Abraham and Gilgen (1995), DeAngelis
51993) Lonie (1991).

A hundred years ago, speculation started about the left and right sides of our brains having different capabilities and making
qualitatively different contributions to our thinking and behaviour. Many of the initial speculations were wrong, and even
through to the 1970’s and 1980°s some inaccurate and sweeping generalisations were bemg made about the differences between
the functions of the right and left cerebral cortices, leading to a period of “dichotomania” when some people spent a lot of time
trying to do all kinds of inappropriate things with the other side of their brains (Omnstein). William James’ conjecture, quoted in
the introduction to this section, came pretty close to our current understanding, but left out some lmportant things, which we will
explore later. We must also learn from the past and steer clear of dichotomania, recognising “that there is almost nothing that is
regulated solely by one hemisphere”, simply that one or other seems to take a lead role. Again, I shall sweep over these matters
too, and concentrate instead on our current state of knowledge about the differences between the two hemlspheres

Bateson claims this in Bateson (1973) and again in Bateson (1987). Another key element of brains and minds is that of levels —
as in levels of consciousness and levels of learning. The theory involved covers a range of writers — Chomsky (see Calvin),
Merleau Ponty/Polanyi, and Bateson. My particular conception is of such a mind possessing a dialectical (non-linear) spiral. One
way to conceive of the process of consciousness could be as a dialectic between left and right hemispheres, with the right
hemisphere contributing the perspective, pattem, distance. It seems that there could be some relation between the hemispheres
and what Freudian psychologists would refer to as primary and secondary process. Primary process would, in this conception, be
more related to the right hemisphere. Some psychologists see primary process as lacking tense, lacking negatives and making
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extensive use of metaphor. Bateson noted that the right hemisphere would not be able to make a distinction between map and
territory.
% We should not think of the right hemisphere as “dumb” however. We rely on contributions from our right hemisphere for
relatively sophisticated functions such as humour and irony.

We may then be tempted to ask of our poem: “What does it mean?” but in most societies this is not a question that an artist is
required to answer.
%7 Bateson further hypothesised that when we look for “The Pattern which Connects”, when we think metaphorically, then we
are learning to “Think the way that nature thinks”.
%8 Also relevant is the work of Robert H Frank (Frank (1998)): Emotion handles the strategic reason and rationality the tactical,
says Frank.
% 'William Butler Yeats: "Among School Children" 1926
1% Porter’s philosophical predecessors - Ansoff, Chandler and Sloan, for example - all applied a similarly rational, logical and
linear approach to management. There can be no doubt that their theories have influenced millions of management decisions.
They may have generated great wealth for a small number of CEOs and a larger number of shareholders, but no one can prove or
disprove a causal link between the decisions taken and the fortunes made and lost. Indeed, we have seen that to model the causal
effects of just one of Sloan’s decisions would take more energy than exists on our planet.
19V Revans applied these ideas widely in the UK at the National Coal Board, GEC and the National Health Service. He had
greater success still in mainland Europe, where his ideas were more widely embraced.

2 Their conception of leamning applies the same ideas which were captured earlier by Bateson in his theory of Levels of

Learning Bateson in turn borrowed much of it from Chomsky.
193 Although I note that the latest (fourth) edition of his book no longer flags up the latter chapters as a radical departure, perhaps
s(i)gnalling that they are now entering the mainstream.
1% Even in papers that seem to offer potential for exploring paradoxical, aesthetic and post-conventional perspectives, theorists
seem to have left them unexplored. Lamming, Cousins and Notman (1996c) opens up a window for intersubjectivity and social
constructivism to be considered. Likewise Lamming, Caldwell, Harrison and Philips (2001) introduces some interesting
metaphors. Sadly the opportunity to introduce the paradoxical, the intuitive or the irrational is largely missed.
195 Kirzner (1979)
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CHAPTER FOUR: A POST-NORMAL RESEARCH AGENDA

Introduction

“No Problem can be solved from the same consciousness that created it. We must learn to see the
world anew” Albert Einstein'

In previous chapters, current theories of supply chain were introduced. These were then
reviewed critically and potential flaws in their underlying epistemology were highlighted.

In this current chapter, I outline my own philosophical position, describe how it influences my
theoretical approach, and how this in turn influences my research agenda.

An Alternative Ontology and Epistemology .

Warren McCulloch? asked: “What is a man, that he may know a number, and what is a number,
that a man may know it?” This is a useful question, since it brings together ontology and
epistemology. We can re-phrase it as follows:

1;‘nWhat ri)s a man, that he may know a supply chain, and what is a supply chain, that a man may
ow it?”

Ontologies and epistemologies are highly personal. I found a table which summarised
competing world-views in Reason (undated) very useful in helping me to clarify my world-
view. World-views are beliefs: no more and no less. We can never prove them: just as science
can never prove anything.

I shall outline my own “ologies”, and contrast them with those prevailing in supply chain
theory. My ontology is of the class which Reason calls “Mind-Matter Integration”. This can be
contrasted with the body-mind split of Cartesian dualism. At first sight, Mind-Matter Integration
might sound weird. It is, however, a perfectly reasonable philosophical position, and in many
ways, much more commonsensical than the dualist or materialist position. The Mind-Matter
Integration position sees mind as embodied and visceral. It avoids the need for mysticism, for
some sort of ephemeral spirit, living in a spirit-world separated from the physical world.?

Like Bateson® I see mind as “immanent in nature”. In this phrase, mind has a special meaning,
not just the individual human mind but mind as the world of ideas: Ideas are immanent in
nature. Bateson came to this view by asking “how can living things know anything: how to
grow, for instance, or how to drive a car, or how to evolve?”. He concluded that there was not
only an individual human knowing, but also a “wider knowing which is the glue holding
together the starfishes and sea anemones and redwood trees and human committees”. The
living world, the world of creatura, is made of “stuff”, pleroma, for “there can be no creatura
without pleroma”, but necessarily integrated with the stuff are ideas. The living world is shaped
by patterns, differences and distinctions. These patterns, differences and distinctions are ideas.
The patterns have meta-patterns; patterns of patterns. The search for a better understanding of
this meta-pattern engaged Bateson throughout his life. Let us return to the way he phrased his

inquiry:

“What pattern connects the crab to the lobster, and the orchid to the primrose, and all four of them [to
ourselves?]” Bateson, 1979 p8
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When we look at patterns, whether they are shapes and forms or patterns of events over time,
we can use another important word to describe them: relationship. What relationship, or pattern
of relationships, we might ask, connects the crab, lobster, orchid, primrose and human? It is in
the nature of this form of inquiry that ontology (what exists?) and epistemology (what can we
know?) overlap or merge.

When we combine the ideas of pattern/relationship with ideas of context, we discover that ideas
tend to arrange themselves into hierarchies. ® As we saw in Chapter Two, Bateson, called these
hierarchies Logical Levels, or Logical Types. Bateson applied this idea to a range of issues in
art, anthropology and psychology. He was concerned that confusing levels of logical type could
be psychologically dangerous, and suggested that in humans the right hemisphere has difficulty
in making such distinctions.

Chaos and complexity theory seems to support this view of the way things are in the living
world. Living phenomena have many features and dimensions, and when we try to plot these
phenomena in phase space, they produce attractors and fractals. One of the key features of
attractors and fractals is self-similarity: patterns repeat at many different levels of detail or
abstraction

As an example, let us look briefly at Bateson’s’ theory of levels to learning. He first introduces
the concept of Zero Learning: ... the simple receipt of information in such a way that a similar
event at a later... time will convey the same information: “I learn” from the factory whistle that
it is twelve o’clock.” Bateson suggests that whilst such behaviour is often termed learning in
“ordinary parlance”, it is learning of the simplest level, otherwise termed habituation or
stereotyped behaviour.

Further levels of learning are added to the base level as follows:

e Zero Learning is characterized by specificity of response, which is not subject to correction.

e Learning I is change in specificity of response by correction of errors of choice within a set of
alternatives

e Learning II is a change in the process of Learning I, e.g., a corrective change in the set of
alternatives from which choice is made, or it is a change in how the sequence of experience is
punctuated.

o Learning Il is a change in the process of Learning II, e.g. a corrective change in the system of sets
of alternatives from which choice is made.

e Learning IV would be a change in Learning IIl, but probably does not occur in any adult living

;)\r/g%nism on this Earth. The combination of phylogenesis with ontogenesis, in fact, achieves Level

What Bateson offers us here is an example of ideas organising themselves into hierarchies. He
has the following to say about Learning II:

“It is natural to look into what goes on between people to find contexts of Learning I which are likely
to lend their shape to processes of Learning Il. In such systems, involving two or more persons, where
most of the important events are postures, actions, or utterances of the living creatures, we note
immediately that the stream of events is commonly punctuated into contexts of learning by a tacit
agreement between the persons regarding the nature of their relationship — or by context markers and
tacit agreement that these context markers shall “mean” the same for both parties.” Bateson (1973)

Such an ontological hierarchy, where each level is progressively related to the next level, can be
pictured as a spiral as shown in the diagram below (Fig (8)). °
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Fig (8)
Bateson: Learning Theory

Learning III: a correction to the
System ofSets

Learning II: a correction in the set of
options: “how experience in punctuated’
“Learning to Learn”

Learning I: revision of choice
from an unchanged set of options

Zero Learning: can occur at
any level = habituation

We can think of events and their contexts using this same framework, and applying terminology
from Saussure's linguisitics (Saussure (1989)). If we consider an event diachronically, we can
put it into a context. If we then think about its context diachronically, we derive a context of
contexts, and at least in theory, if we think about a context of contexts, then this will have a
context too, although, like learning III, it may be very difficult. This is shown diagrammatically
in Fig (9) below:

Fig (9) Levels of Context and Logical Types

Context of Context of
contexts A

I

Context of Diachronic
context i
Perspective
Context

An event

We can now take another step in ajourney of ontological discovery. Earlier I expressed a view
- and by its nature it can be no more - of “the way things are, in and ofthemselves”. My view
encompasses a recognition ofpattern and relationship as distinguishing elements of'the living
world, combined with a tendency for living phenomena to organise themselves into
hierarchies.

We can now combine some ofthese ideas and apply them tentatively to that part ofthe living
human world which we call “business”. We have seen that humans “have” relationships in
business' Humans invent constructs called organisations. Further, we either experience, or
invent relationships between these organisations.

At the next hierarchical level, our self-invented organisations form themselves into real-or-
imagined networks. At each step in this story, I am suggesting that we are moving along an
ontological and epistemological spiral, with successively “nested” levels of context and/or
relationship and/or learning. Thus we can extend our diagram as shown in Fig (10) below:
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Fig (10) Organisational Context and Logical Levels

Context of Relationship of
Context relationships of Learning I1?  Inter-firm Network?
ofcontexts relationships

A

I

Contextof  Relationship of

context relationships Learning 1? Organisation-Organisation
dyad?
A
Context Relationship I
. i 9
An event Buyer-Supplier Dyad?

In Chapter Two, the concept of supply chains as networks of conversations was introduced. At
this point, we can reintroduce the idea of conversations into our current considerations ofthe
ontology of business life, characterised by patterns and logical levels. We can therefore think of
the conversations taking place within logical levels - contexts within contexts; a matter not only
of how experience is punctuated but also how it is articulated.

As social creatures, we inhabit our relationships: a significant part ofthe way we create and
recreate our relationships, and therefore the nature of our existence, is through conversation.
Socially, we are able to set a context for a future which is different from our past, through
conversation:

“Language is the house of being and man lives in that house” Heidegger (1947p21)

We can apply the same perspective, of a recursive, hierarchical reality to the challenge ofhow
we cope in the world and how we attempt to bring about change. The first step in doing this is
to realise that whatever we do, things will not turn out the way we planned:'*

“One day, you will die

You will be, at that time, exactly as satisfied or unsatisfied as you will be
Your life will not turn out as you hope it will

There is no hope of life turning out as it should

Life turns out as it does”

Goss (1996)

Nevertheless, conversations about the future help us to shape the context of possibilities that we
co-create with others. None of'these possibilities come with any guarantees.

Combining the idea oflogical types with this existential perspective generates the possibility of
a hierarchy o fconversations™:

Conversation for related ness

One of the big mistakes in business conversations is to jump straight into talking about action. It is
often assumed that everyone “knows what the problem is”: itjust needs sorting. Instead, business
conversations need to start by establishing whether there is, in fact, a relationship between the people
present. In addition, the people present have to get to a stage of genuinely participating in a
conversation. This genuine participation often simply does not happen in business conversations. A
successful conversation for relatedness will establish that the people present do indeed have some form
of relationship, and that they have a shared interest in a possible Aiture state of affairs.
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Conversation for Possibility

This conversation can not take place until after a successful conversation for relatedness. A
conversation for possibility is about “making a stand”. The people involved in the conversation make a
commitment to a future state of affairs. At this stage, the commitment is not related to the means of
achieving the future state. It is perfectly acceptable for them to have no idea how the desired future
situation will be achieved.

Conversation for Opportunity

Moving from Possibility to Opportunity takes us a little closer to familiar ground in the conventional
management world. However, the perspective is still radical. These are conversations about the plans
and their feasibility, but they are also strongly focused on the future rather than the present. The
empbhasis is on defining, as clearly and unambiguously as possible, what the required future will be
like.

Conversation for Action

Conversations for action can be of two types:

- Requests can be made of others, which can be accepted, rejected, or followed by counter-
requests

- Promises can be made to carry out specific actions by particular dates.

This hierarchy of business conversations does not promise a particular outcome. It is a dialogue.
At any point, conversations can break down. They may move up the sequence and back down

it again, if commitment breaks down. For me, the important aspect of thinking about
management in this way, is that there is a pattern, though not necessarily a sequential one. The
focus is on what is going on; on the nature and quality of the conversation and the nature of the
relationship. We can contrast this recursive, socially constructed, dialogic conception of
management, with the prevailing sequential/linear models of our orthodox discourse. The
current hegemony, of which we can observe the footprint in almost any management
presentation or consultant’s proposal, can be captured as shown in fig (11)

Fig (11)

Mechanistic Ontology

Plan [} Organise [} Motivate E} Coordinate [3 Control

Whereas, the alternative conception I offer in this Thesis is as shown below in Fig (12)
Fig (12)
Integrative Ontology
»

Conwersation for action
Conwersation for oppor tunity
Conversation for possibility

Conversation for
relatedness
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If, for the sake of argument, we accept this non-linear multi-layered ontology, then how are
events linked together? Suppose we accept that linear causality is not a sufficient description of
what happens in creatura, and so is of limited use in understanding what happens in business. If
we have not got linear causality, then what have we got instead? The best I can do to answer
this question is to say that we have got evolution. Events evolve, in the same way that species,
and ideas, and thoughts, evolve, through a stochastic process. Maturana and Varela (1998) call
it “structural drift”. It is not teleological: not necessarily moving towards greater perfection, but
it is a state of continuous flux.

People and organisations, then, interact and co-evolve in an environment akin to Bateson’s
conception of “evolution as a mental process”

The Philosophy of Supply

In this Chapter, I have briefly outlined my ontology and epistemology, and contrasted it with
mainstream management theory. In the following paragraphs, I look at a number of differing
world-views in more detail. Current supply chain theories are considered against this taxonomy.
This provides an opportunity to explore in more detail the contrasts between the research in this
thesis and other research.

System Views

Stacey (2003) offers a framework of the system-views adopted by management theorists. His
outline starts with Cybernetics (Ashby (1956) Weiner (1948)). Cybemetics recognises that there
are often circular chains of causality in systems. It also acknowledges negative feedback, in
which the results of actions become inputs to the system, in order to correct errors and improve
performance. Whilst this is an improvement over a purely linear view of causality, and can offer
insights where links between events can be perceived clearly, it offers a simplified and
incomplete perspective.

Strategic Choice remains the dominant theory-in-action in the boardrooms of companies and in
the lecture rooms of business schools. In this theory, senior executives are able to determine the
required future state of the company, understand the current market position and resources, and
design a sequence of activities that will take the organisation to its required goal. If the plan
contains performance measures and some degree of corrective action, then it incorporates a
cybernetic approach.

Systems Dynamics (Forrester (1968)) introduces the concept of non-linear causality, recognising
that feedback loops can be both positive (amplifying) and negative (error-correcting). This
framework recognises that business phenomena may be unstable rather than in equilibrium. The
theory has been influential, particularly via Senge (1990) and other advocates of the learning
organisation. One of the significant features of this position is that it recognises that outcomes
are often counter-intuitive and systems can be highly sensitive to minor changes.

Open Systems theory takes a different perspective, by recognising that human systems do not
operate in solipsistic isolation. Organisational boundaries are permeable and mutable. The
challenge of management becomes one of managing boundaries and the flow of information
and energy across them. The goal is adaptation to the environment. Stacey notes that this
perspective is typically combined with a psychoanalytic view of human nature.

Stacey then goes on to outline the emerging theories of Complex Adaptive Systems and their
application to management theory. I have covered these theories elsewhere and so will not
repeat them here, except to say that Stacey criticises the application of Complex Adaptive
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meorics to business. In his view, most theorists working in this area have failed to
p the radical consequences ofthe theory, and instead try to fit their theory into a logical
land cognitivist paradigm.

Stacey introduces his theory of Complex Responsive Processes. This focuses on
rather than systems. The theory has a number of unique elements, and space prevents
ation . However, the distinctive feature is the combination of group
y/psychotherapy with ideas from complexity theory such as non-linearity and
e. In particular, the idea of emergence is applied to the process ofrelating through

ional themes.

summarises each ofthese Systems/Process views:

System/Process Views and Their Implications (Based on Stacey (2003))

rnetics
nitivism

tegic Choice
Cognitivism

em Dynamics
Cognitivism

en systems and
choanalytic

iplexity
>ry

implex
pponsive
focesses

Type of System Human Nature

Macro, time span of Individual is primary,

control, move to rational and conscious

equilibrium (emotional and
unconscious considered
less important)

Interacting Individuals are

organisations cybernetic, little

(mostly macro),
cybernetic system,  ifso - humanistic
feedback, move to (Visions etc.) or

equilibrium cognitivist. Control

Macro Level, (micro Cognitivist/constructivis

events are t/humanistic. Individual
homogenous), (not group) is primary,
feedback, non- more attention to
equilibrium, emotion

"Leverage"

Systems Perspective,| Emphasises unconscious

Move toward processes, individual

equilibrium, micro  mostly primary

and macro

Systems Perspective, Cognitivist (albeit
micro or macro,
attractors and/or

mistakenly?). Focus on
individuals

strange attractors,

self-organisation and

chaotics

Conversations,
micro-level focus, Relationship, Intention
bounded instability, emerges from

novelty and relationship

creativity
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attention to emotion, or -

Group focus, "Relating",

Methods and
Methodology

Knowing = realist.

Laws and Logic,

Models, Control, Not

reflexive

Objective Observer,

Steps outside to

observe the system

Objective Observer,

Realist

Observer/Manager is

positioned on the
boundary ofthe

organisation and is

"semi-objective"

Objective Observer

(wrongly?)

Participant inquiry.

Free-flowing
dialogue

Dealing with
Paradox

Little attention

paid to paradox

Paradox is to be
"solved"

Opposites and
Paradox not a
core area of
emphasis

Recognises the
importance of
paradox

Does not
emphasise
paradox (though
it probably
should?)

Paradox
important, and
cannot be
resolved, only
rearranged

>A
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World Views

In the previous section, Stacey’s framework of systems/process views was used to help us
compare and contrast the philosophical positions of supply chain theorists. In this section, |
introduce another framework for considering world-views, this time from Reason (undated).
There is a significant overlap between the two frameworks, but each brings a different
perspective. Reason’s framework summarises the different positions under three headings:
Mainly about matter, mechanistic; Mainly about mind and spirit, and Mind-matter integration.
The framework is shown in Table (4), below:

Table (4) A Representation of Competing World-Views (From Reason (undated))

Ontology

Epistemology

Methodology

Axiology

Major
philosophical
problem

Major

Mainly about matter; Mechanistic

Dualist. Materialist

All is matter. Mind
is an emergent epi-

Mind and matter
are real, but

distinct entities, phenomenon, or
neither of which is non-existent
reducible to the

other.

(materialism can be
seen as a truncated
dualism with mind
lopped off)

Objectivist/realist: Findings true;
meaning repeatable, verifiable,
quantifiable. Knowledge accumulates
over time, approaching ‘Truth’.

Methodology of objectivity: separating
subject and object: experimental,
manipulative

Propositional knowledge about the
world is an end in itself, intrinsically
valuable. Knowledge is value free.

If mind and matter How can
are ontologically subjective,
separate how can conscious mind

they interact at all? emerge from non-

sentient matter?

Hugely powerful methodology for
understanding and manipulating the
macroscopic world. The danger is that
as a worldview it brings about a

contribution to disenchanted and dead world

affairs

Mainly about mind and spirit

Idealist Social

constructionist

All is ultimately Reality is a social

pure consciousness construction mediated
or spirit. What we by language and
call the natural shaped by social,
world is either an political, cultural,
illusion or in the end economic, ethnic and
reducible to mind gender values
crystallised over time.
"There is nothing

outside the text"

Universal or
Absolute Mind,
knows all things

Knowledge is
transactional,
subjectivist.
directly. Lesser
minds, know Deconstruction of
through participation grand narratives

in Absolute Mind

Intuition, revelation,4i\/arious forms of
mysticism, dialogical,
mindfulness transactional,
disciplines, esoteric qualitative, linguistic
methodologies inquiry. Inquiry

recognised as partial,

politically determined

Primary values are
those of spirit and
mind:

Propositional,
transactional

knowledge is
contemplation, instrumentally
unity, dissolution of
ego, overcoming the social emancipation
illusion of a separate

world.

If all is consciousness or social
construction, how do we account for the
universal, pragmatic, common sense

supposition o f reality?

Draws attention to the contribution of
consciousness, social relations power and
politics, gender and race in constructing our
world. Draws attention to the limits to our
knowledge of the world. The danger is the
"real" sensuous, embodied and more than
human world disappears in a welter of
social construction
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politically determined,

valuable as a means to right to existence

Mind-matter integration

Panpsychic Participatory

Consciousness and  Subjective-objective:

matter arise together human self both
and are inseparable. autonomous and
Reality is self- embedded in
organizing, participatory
emergent, complex, relationship with the
evolutionary, given primordial reality,
in which the mind/body

actively participates

systemic

Knowing resides not
only in human

Knowing through active
participation. We know
minds, but in a our world as we act
wider ecology of within it with critical
mind. subjectivity. Extended

epistemology

Sympathetic and Co-operative forms of

compassionate action inquiry;

inquiry, awareness community of inquiry

of subtle within community of
sensitivities, holistic practice
approaches

Universal sympathy Practical knowing how

and compassion for to foster human and
all beings. All things ecological flourishing is
have intrinsic value, the primary value,
supported by

and full self- propositional,
realization, experiential and other
Ecological forms of knowing
awareness. Cosmos

as sanctuary.

Fundamentally opposed to the dominant
mechanistic (dualist or materialist)
perspective, and as such appears both mystical
and functionally irrelevant. Must struggle for
acceptability. Distinguished philosophical
lineage unacknowledged and unrecognised

Provides for a re-enchantment of the world
and an honouring of the rights of the more
than human. Challenges us to discover a new
form of knowing and methodologies which
honour the integration o f mind-matter and
politics with epistemology. The dangers lie in
the huge demands of such methods.
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In the following table, Table (5), 1have tentatively categorised a range ofpublished supply
chain theory using Reason’s framework:

Table (5) Worldviews of Some Supply Chain Theorists (Tentative)

Hall (1996)(1998)
(1999X2001)

Lamming ( 1993)
(1994)
(1996a)(2000a)

Cox
(1996X2001a,b)(200
3)

Hines (1994X2000)

Ford (1990)

Gibbs (1999)

Groom (1996)

Sako (1992X1998)

Caldwell (2001)

Cavinato (1999)

Ellram (2002)

Cousins (1994)
(2002)

Ontology

Maily constructivist,
sometimes draws on
existential concepts

Medialistic/dualist, bu
with participatory
leanings

Medial istic/Dualistic:
succes is about
controlling assets

M edialistic (tools and
techniques)

Social constructivist:
Interaction approach

Social constructivist:
Interested in study rig
"reiaionship"

Social constructivist:
Study ing processes o f
interaction and
innova ion

M edialistic: economic
competitiveness

Social Constructionist:
reality emerging from
interactions a work (and
not as reported in most
management texts)

Social constructionist:
perceptions become
reality

Mechanistic

Medianistic/dualist:
builds a "model" to aid
decision making

Epistemology

Tacit knowledge

Medial istic (findings
re”eaable, knowledge
accumulaes), but with
some lean figs to crtical
subjectivity

Abstractive reasoning,
but metaphors are aboa
leveraging assets

Mechanistic: Network
sourcing is "true" and
"real"

Mechanistic: Network
Pe”ective is "true".
Knowledge accumulaes

Social Constructivist:
knowledge of
respondents and
reseacher is subjective

Social constructivist:
synthesis o f concepts

Mechanistic: ideal types
are largely seen as "true"

Social Constructbn ist:
Knowing subjective and
polkbal (though Critical
Theory a little too
pessimiste)

Constructionist:
Knowledge in sipply
chans subjectively
determined

Mechanistic: assumes
findings arc "true" aid
largely rcpea able

Medialistic: the model
approaches "trah"
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Methodology

dialogical and social
construdivist

Mixed methods, some
dialogical, some medianistb

Experiment, objectivity

Mechanistic: Objedivity,
experiment, quest bnnaircs

Mixed methods but manly
mechanistic

social constructivist with

mechanistic leanings
(quest bnnaire/ntervbw)

Participate: longitudinal
study a Jaguar Cars

Mechanistic: questbnnaires
and ntervews

Social Constructivist:
Participa ive/ethnographb

Construdionist: intervbws
subjectively nterpreted

Mechanistic: case study
approach but aimed a
collecting "objective" "daa"

Mixed methods:
questionnaires, ntervbws

Axiology

Part propositbnal/social
constructivist, ba with
some medialistic
leanngs (e.g. see some of
his writings on
partnerng)

Social constructivist?
Lean Supply as
emancipaion? And/or
mechanistic ("lean
usually works"?)

Mechanistic: knowledge
is ""value free" Interested
in establishing
"fir damentals"

Mechanistic: knowledge
is "value free".

Sometimes mechanistic,
when fbdings presented
as "value-free",
sometimes social
constructivist when
findings arc propositbnal

social constructivist: It is
good for peopfe to
understand how

rela bnships evolve

Social Constructivist:
propositbnal knowing,
dynamics of networks

social constructivist

Participaory: concerned
with people's welibebg a
work

Construd ionistfroposiib
nal knowledge about the
rob o f purchasing is
potentially valuable

Construct ion ist: aims to
find Irks between actbns
o f purchasing department
and "success'" intaget
costing activities

Medialistic: the model

"ig"
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Table (6) summarises the views ofthese writers, adding my own intended philosophical
position. Note that the categorisations are broad and very tentative, and intended only to
highlight and contrast the philosophical position ofthis Thesis.

Table (6) Summary of Worldviews of some Supply Chain Theorists (Tentative)

Mainly about matter; Mechanistic Mainly about mind and spirit Mind-matter integration
Dualist. M ate rialist Idealist Social Panpsychic Participatory
constructionist
C Lamming “llram Hall Price
0x . "
Groom Gibbs (intended position)
Ontology Hines
Sako
. Caldwell
Cousins .
Cavinato
Cox Lamming Ellram Hall Price
Hines Croom  Gibbs (intended position)
Episte mology
Ford
. Caldwell
Cousins  Sako Cavinato
Ellram Hall Price
C‘?X Croom (intended position)
Methodology Hines Ford < > Gibbs
4 Cousins P Caldwell
Cavinato
EHmin A
Cox Hall Caldwell
Hines Lamming .
Axiology Cousins . Croom Price N
Cavinato Gibbs (intended position)
4 Ford Sako

It can be seen that the majority oftheory is clustered around the first two paradigms. This
classification should not be perceived as derogatory. These are the strongest paradigms within
the current body of knowledge in management theory, and it would be surprising indeed if
supply chain did not follow this trend.

My own position, as indicated earlier, is that of mind-matter integration. I do not lay claim to
any intellectual superiority; I merely want to contrast my position with that of some ofthe other
writers in the genre. I am taking an unusual philosophical position: one might say a heretical
position. This makes the challenge of writing the thesis greater, since much ofwhat I have to
say does not fit the current management discourse.

Emerging Challenges

So far in this Chapter, I have reviewed the system views and world-views which influence
supply chain theory. I have also outlined my own world-view and contrasted it others.

Next, I shall pursue the world-view that I have offered a little further, and ask “Supposing that
there are indeed some weaknesses in the currently dominant world-views and that these do
influence thinking in supply chain theory with potentially negative consequences.
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For the sake of exploring these ideas, what would an acceptance of them — however tentative —
imply? What ought we to be doing if these ideas are “correct”? Where should we be focusing
our attentions and our efforts? What sort of questions should we be asking and how should we
be looking for answers?”

My response to this comes in three parts as shown below:

1.We should be researching the actions of fully human men and women....

2. Who are embedded in a living, biological, creatural world

and :

3. We should recognise the importance of such research for the survival of the human species

I shall take each of these three points in turn and expand and explain:

We should be researching the actions of fully-human men and women

We saw in Chapter Two that current management theory de-humanises. Homo Oecomicus is
not worthy of our trust or our respect. Unfortunately, we do sometimes behave as Homo
Oeconomicus, but at other times we behave as Homo Reciprocans. We are both: The nature of
being-both is fractal as we shall see later in the Thesis. At any time — paradoxically — we are
both Reciprocans and Oeconomicus; we can be neither without simultaneously possessing a
presence of the other.

We are social: very likely to do something because we want to earn the recognition or respect of
a group to which we want to belong, sometimes whatever the personal or ethical consequences.
We are also daimonic: we have a shadow side. We are neither purely good nor purely evil, but
both, and again these aspects exist as fractal paradox; each creating the possibility and the
emergence of the other.

Orthodox theory populates its supply chains with “rational fools”, but a purely rational business
world is a world without wisdom. We are non-rational, as likely to be guided by aesthetic or
emotional drives as by narrow reason. Narrow reason can never bring us wisdom.

We are driven by, and can only exist through, the tacit and the intangible’. Even our economic
lives are populated with the little-understood values which we attach to the intangible, whether
it be for amusement, social confidence, conspicuous consumption or aesthetic pleasure.

We should be researching men and women embedded in a living, biological, creatural
world

We have seen that the business world of our prevailing theory is an unnatural world. Current
theory “pleromatises” the business world: fills it full of thingish-things. As a result, our theory
gets bogged down in inappropriate morass of metaphors about leverage, power, forces and
impacts. To the extent that, through the double hermeneutic, people allow themselves to
become “things”, then this objectification justifies itself, but in the process it also dehumanises.

Whilst non-living things sometimes follow the “rules” of classical physics, the distinctive nature
of the living world is not one of cause and effect, but of surprise. Events evolve unpredictably
and stochastically. Life does not progress in lineal fashion but turns in on itself recursively: to
define a particular action as a cause, and another as an effect is both inappropriate and unhelpful
in the living-world.

The supply chains we imagine and inhabit are webs of relationship, conversations and emotions.
Such webs are subtle things, full of the intangible, the tacit and the unconscious. These webs are
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deeply and fully human: we construct them out of our capacity for sociality and
intersubjectivity. They are invisible to our orthodox supply chain theories. (Capra (1996))

How could we make these occult chains/webs visible? We would need to draw on metaphor,
analogy and narrative, to become tolerant of paradox. We would need to stop seeing supply
chains as a series of problems to be solved through induction and deduction, and instead see
them as an emotionally charged social environment which we have no choice but to inhabit, and
where the only choices open to us are about the quality of our participation.

We should recognise the importance of such research for the survival of the human species

As I have outlined above, our current supply chain theory is a story about dehumanised people
living in an unnatural world. We have been telling ourselves this story for so long that we no
longer question it. And because we no longer question it, we begin to make it true:

“Poverty is the creation of a worldview that has pitted people against nature. That worldview has
defined scarcity as the condition of nature, and has then tried to create technologies that are supposed to
compensate for that scarcity. But the reality is that these technologies actually create scarcity because
they destroy the environment, they destroy ecosystems, and they leave people poorer. For example, the
sea has given enough to fisherfolk for centuries. But new technologies have been generated, trawlers so
huge that they can take twelve jumbo jets in the trawl net. They scrape the entire sea floor, catching
everything that comes in their way, disrupting cycles of regeneration... ninety percent of the fisheries
of the world are near collapse. There is not much left to catch. The fisherfolk of India become poorer
because of these technologies, which were meant to remove poverty.” Shiva (2000)

The human species has had a dramatic and devastating impact on the face of our planet. It is
tragic that we have done this unknowingly. Our dehumanised world-view is summarised by
Bateson as follows:

“a) It’s us against the environment
b) It’s us against [the others]
c) It’s the individual [or the individual company, or the individual nation] that matters
d) We can have unilateral control over the environment and we must strive for that control
e) We live within an infinitely expanding “frontier”
f) Economic determinism is common sense
g) Technology will do it for us.”

Bateson, The Roots of Ecological Crises, In Bateson (1973)

He adds a cautionary note: “The creature that wins against its environment destroys itself”.
Those of us who are part of the 20% of the world’s population that has 80% of its wealth, have
been acculturated into believing that, with a little effort, we have a right to expect more goods
and luxuries every year. This expectation is not a rule of nature. The planet was not designed by
anyone to provide the few with accelerating levels of greed, and leave the many with poverty
and environmental fallout. In nature, more is not better: enough is good, too much is fatal. 16

Boisot puts it rather drily:

“The more spatially scattered the population brought into a communication nexus, the more important
it becomes that it should be universalistic in its orientation rather than particularistic”
Boisot (1995) p14

More bluntly, it is easier for us to tolerate the thought of the starving and the dying if we don’t
know them. And it is easier still if from birth we have been raised on the myths of economic
“growth”, “freedom” and “opportunity”.
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But what is the relevance of'this to academic theories about supply chains? Well, for any
thinking practitioner quite a lot. We can be sure that our employer’s annual report will talk of
equality, diversity and opportunity, in language carefully drafted by the corporate lawyer and
the public relations department. Nevertheless, the individual actions and decisions which feed
and maintain our corporate epistemology are channelled through the cut and thrust of trade and
commerce. It is the buyers, and the sellers, through whose hands the arms deals pass and who
generate the business that directly or indirectly employs the children in the factories. /¢ is our
choice, both individually and collectively, whether to accept the established business myth, and
continue to behave as dehumanisedpeople living in an unnatural supply chain world.

So long as our theory continues to repeat and reinforce this myth, the human species can only
accelerate toward its demise. Management theory’s contribution to potential human extinction
is summarised in Fig (13):

Fig (13) Management Theory”s contribution to the potential for human extinction

Current emphasis in Understanding needed

Management Theory lf;(l)lrntlf;i Ssl;I;;ii\e/sl of the

Redyctloglsm Universalism
Particularism Context
“The pattern

which connects’

Concepts from Another Discipline: Anthropology

“Know then thyself, presume not God to scan;
The proper study of Mankind is Man.

Plac'd on this isthmus of a middle state,

A being darkly wise, and rudely great:

With too much knowledge for the Sceptic side.
With too much weakness for the Stoic's pride.
He hangs between; in doubt to act, or rest.

In doubt to deem himself a God, or Beast;

In doubt his Mind or Body to prefer.

Bom but to die, and reas'ning but to err;

Alike in ignorance, his reason such,

Whether he thinks too little, or too much:
Chaos of Thought and Passion, all confus'd;
Still by himself abus'd, or disabus'd;

Created halfto rise, and half to fall;

Great lord of all things, yet a prey to all;

Sole judge of Truth, in endless error hurl'd:
The glory, jest, and riddle of the world”

From Alexander Pope, An Essay on Man (1734)
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Through the course of Chapter 3, and also within this current Chapter, I have portrayed the
UK/US business world as guided by an unnatural epistemology. Whilst aspiring to a scientific
rationality, our theories of management resemble nothing more than a monotheistic superstition,
devoid of wisdom. Pope suggested that the proper study of mankind is man: Our supply chain
theories assume the proper study of business to be mammon.

Whilst hemmed-in by this orthodoxy, we have little chance of gaining a more enlightened
perspective. We need to see business behaviour as biological and social more fundamentally
than it is either economic or rational. Our search is for a fully-human understanding of business.
Where can we look for “the proper study of humankind?”

A discipline which has the study of humankind at its core is anthropology. Historically, we find
it in the sixth century BC in the writings of the Greeks Xenophanes and Herodotus.'” In
Christian theology anthropology contrasts the nature of man with the nature of God. In
philosophy, it appears in the development of the influential philosophies of Kant, Hegel and
Scheler; Scheler’s writing influencing Heidegger in turn.

Nevertheless, anthropology as most academics think of it, is a more recent practice, growing
“out of the intersection of European discovery, colonialism and natural science... influenced by
the same philosophical currents that led to the Darwinian revolution.” '* In the nineteenth
century anthropology was concerned with the study of “primitive” people, and associated with a
search for explanations of how the human species evolved from primitive to modern. The
unfortunate assumption made by these early anthropologists was that the colonies contained less
evolved humans. Gradually, there was a recognition that the smaller and less technologically
advanced societies were not populated by evolutionarily “primitive” people. Rather, these
people demonstrated the same huge potential and diversity, characteristic of a single human
species. Today, anthropology has developed a more appropriate stance toward human diversity:

“[M]ainstream anthropology has... shifted its focus from an exclusive focus on non-Western small-
scale societies to ... labour unions, social clubs... and communities found in urban and industrialised
settings.” Monoghan and Just (2000) p2

Within this setting, the questions anthropologists ask are: '

“What is unique about human beings?”
“How are groups of people... formed and what holds them together?”
“Who are we? How do we associate with each other? What do we do?”

Anthropologists are particularly concerned with human “sociality”: the way that humans depend
for their existence on their interrelatedness to each other. Furthermore, they are fascinated with
the tremendous diversity exhibited by this interrelatedness.

In my quest for a more fully-human understanding of business activity, anthropology offered
potential:

“Anthropology is a restless and fervent study which plagues the investigator with moral as well as
scientific questions” Levi-Strauss (1966)

Indeed, when anthropologists study economic behaviour they do it in context: in the particular
minutiae of a specific ethnographic experience. For an anthropologist, it would be absurd to
study economic behaviour separately from the emotive social sweep of human action.

The origins of the term economics are rooted in the idea of “hearth and home”: anthropology

offers the opportunity to take economics back from the domain of the heartless monad and bring
it “home”; Home to the realities of everyday social life.
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Strategic Supply: A New Definition and a New Agenda

Some logical consequences follow from the points I have been making in this chapter. I shall
summarise, before moving on to outline their consequences:

o [ take the position (like many others) that mind — in the sense of the world of pattern and “ideas”-
is immanent in nature.

o [ take the position that the living world is distinguished primarily by pattern and relationship, rather
than by forces, impacts or quantities

e These patterns in the living world tend to arrange themselves recursively, into multiple levels,
contexts and contexts-within-contexts

e A reductionist, linear, or subject-object approach to understanding human behaviour is not only
philosophically mistaken but also potentially dangerous to life

e Theories which ignore these facts, such as much management/supply chain theory, produce stories
about dehumanised people living in an unnatural world: a world without wisdom

¢ Instead of this, we should be researching the actions of fully-human men and women, embedded in
a living, biological, creatural world. Within this world, relationships form and are formed by a
continuing social and conversational trophallaxis.

e Anthropology, in particular, studies the minutiae of human action to try to address questions about
what makes us social and human, and what it means to be social and human.

This line of thinking brings some promise and also some difficulties. First the promise: since I
am looking somewhere different from other theorists, there is — I hope — a chance that I will
notice things that are different, or important, or both. Now the difficulty: I have ended up in a
position where I need to create a new definition for my field of study to avoid the double-bind
of having a field of study which is not philosophically commensurate with my line of approach.

I should explain further. I have vilified reductionism. And yet my specialist subject is supply
management. It is now clear to me that this field of study itself contains the dangers of
considering an area of human activity “out of context”. There can be no buyers without sellers,
any more than there can be veins without arteries. Anything we can learn about buyers by
studying them in isolation is of less interest or importance than that which we can learn about
the broader buyer-supplier process, and that in turn is of less import than the process of buyer-
supplier processes. By researching “supply” in isolation, I run the risk of making an error of
logical typing; a reductionist nightmare likely to result in the very dehumanised, unwise
explanations that I have criticised.

My only way out of this conundrum is to redefine supply management as something wider - the
context of supply. This creates a more appropriate agenda for the research project and the thesis:

Strategic Supply: A Definition
The study of all non-trivial processes which effect, and are effected by, the relationships between

people, their organisations and their environments.

Note: strategic supply is strategic here in the sense that it is important for the long-term survival of
the human species

Here I indicate a field of study: A swampy ground to explore with great uncertainty looking for
tentative insights. I indicate a framing of questions shrouded in ambiguity. I could improve the
chances of getting an answer by limiting the scope of my inquiry, but I would then enter the
reductionist nightmare and end up with narrowly correct, but practically useless answers.

Whilst I am a heretic, I should still try to be a good scientist, and a good scientist would need to
define carefully some of the terms used in the definition above. First of all, what do I mean by
“non-trivial processes”? I mean non-trivial in the sense in which it is used in formal logic and
by philosophers such as C S Peirce (Peirce (1958)). Any non-trivial process is strategic, being
related to the survival and development of the human species. I also use the term organisation.
This word is a minefield of paradox. In one sense an organisation is a no-thing: It is a social
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construct, a product of the collective imagination of a group of people. Yet we sometimes also
use it as a signifier for a particular and in no way imaginary group of people. Scientifically and
mathematically, organisation can be thought of as the emergence of a set of relationships. The

most tantalising word of all in my definition and in my inquiry, is relationship:

Relationship: state or mode of being related
Relate: to narrate or tell; to demonstrate a connection between®

So relationship is something about the connections we make through the stories we tell, and —
moving up one level of logical type - the stories we tell about the stories we tell, or the
connections we make between the connections we make.... It all seems rather unsatisfactory
doesn’t it? A modern riddle of the sphinx.

Readers will have noticed that in the process of broadening supply sufficiently for it to become
a study worthy of humanity, I end up with a definition which could just as easily be a definition
of Social Psychology, Sociology, Political Economy or History. There is a term in literature for
this trick: it is a Trope. Through this trope, I end up making supply chain a branch of natural
history which, however difficult it might be for a an orthodox business theorist to swallow, is at
least a consistent perspective throughout this Thesis.

Summary

“Relations among organisms... cannot be seen as wholly competitive lest essential ingredients of the
fabric of living systems — especially social systems — be left out of our very description of nature”
Eldridge (1989)

Supply chain theory is important for the human species. It is important because the stakes are
high. Supply chain decisions made by multinational corporations and governments effect —
irreversibly — the lives of billions and the natural resources of the planet. Not only are the stakes
high but the level of uncertainty is high also. The link between decisions and outcomes is non-
linear and uncertain.

In the introduction to this chapter, I noted that my philosophical position influences my research
agenda. It is now appropriate to say a little more about this.

Our supply chains currently present us with a combination of two circumstances — high stakes
and high uncertainty, on a global scale. Funtowicz and Ravetz (1990) suggest that global
challenges such as those presented by our supply chains, require a new kind of science: post-
normal science. In post-normal science, quality replaces truth as the organising principle, and
dialogue replaces expert pronouncements.

My research agenda is therefore a post-normal inquiry, where issues of quality and dialogue
become particularly important.
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Endnotes

' Cited in Wheatley (1992)

2 McCulloch (1965) (Original work published 1961)

~ A Mind-Matter integration philosophy would place our minds (i.e. our phenomenon of mind, which you are now using to read this
b(X)K) in our bodies, which is where most neurologists would put them too, despite their mechanistic educations. In contrast, a dualist
would recognise the existence of the nervous system, yet put the phenomenon of mind into a separate category, unconnected with
the neurons, classifying it as beyond our possible understanding and to be approached only through religious faith. As you can see,
the dualist position turns out to be the wacky one. Nevertheless, 1 offer it due respect.

wW'ITie view is not unique to Bateson: Plato, Plotinus, Saint Augustine and I>amarck had similar ideas,

s Bateson (1979)

~Or perhaps, humans tend to arrange patterns into hierarchies....

2 Bateson (ITie Ixjgical Categories of 1/earning and (Communication in Bateson (1973) pp280 -308)

®T o try and explain very crudely, 1think Bateson is suggesting that learning is a co-fwWowaryprrxress.

A couple of technical comments about this learning spiral: Firstly, each cycle in the spiral can be thought of in terms of the “Kolb
(Cycle” of (Concrete experience. Reflective ()bser\ ation. Abstract (Conceptualisation and Active PCxperimentation, although how this is
translated beyond the lower spirals 1am not sure. Secondly, Bateson makes the point that the spiral can sometimes get messed up,
with pathogenic results: links can break or get tangled.

My view here is strongly influenced by Bateson, who expressed it in two key phrases: “Mental process requires circular (or more
complex ) chains of determination” and “ The description and classification of these processes of transformation discloses a hierarchy
of logical t\pes immanent in the phenomena” Bateson, Mind and Nature (1979), pi 03 and pi04.

" Whether humans have relationships, or relationships have humans, is a mex>t point, to which 1will return later

'2 In passing, 1should acknowledge that, here again, 1 am taking a philosophical position. It is a position commonly described as
existential. 1cannot demonstrate that it is true, any more than any philosophy can be shown to be “true”. What 1can do is claim the
consistency of this position with the flow of the text. No more and no less.

The r<x)ts o f this theoretical approach (conversational disciplines) are in existential philosophy, particularly the work o f Martin
lleidej”r. 1lowever, the terminology' and descriptions are heavily influenced by Werner Erhard, then Tracy (loss and onward to a
number of niche consultancies and training organisations. lirhard (bom Jack Rosenberg) was a used car salesman who reinvented
himself as a training guru in 1970’s San Francisco. 1le is a highly controversial character and is described by many as a con-man and a
er<x)k. The training company he originally set up to promote his ideas, “est”, is often described as a cult with questionable ethics.
Paradoxically, the conversational disciplines themselves seem to make a lot of sense. As is so often the case in history, it is not the
saints who come up with the most interesting ideas. The descriptions in the text are based on Bolton (1998)

later work in 1>ean Supply has moved toward a joint assessment o f relationships by both buyer and supplier as explained elsewhere
in the T hesis.

As evidenced extensively in the work of Polanyi, Shorter and Wittgenstein.

Similarly, there is no law of nature that ensures that purely because we have built and made ready enough weapons to destroy our
species a thousand times over, we have also evolved the wisdom not to use them. Indeed, our species has already Kkilled even more of
our own through the testing o f such weapons than we have through using them in war.

2 Xrefer.com. We could see these writings as early ethnographies: travellers’ tales.

Monaghan and just, 2000 p2
” First two questions from Monoghan and just, last set of questions from (iarrithers
2" Dictionary.com
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CHAPTER FIVE: CONFESSIONS OF A BAREFOOT EMPIRICIST:
RESEARCH PHILOSOPHY AND APPROACH

Introduction: Barefoot Empiricism

Daughter: “What does objective mean”

Father: “Well. It means that you look very hard at the those things which you choose to look at”
D: “That sounds right. But how do the objective people choose which things they will be objective
about?” ' '

F: “Well, they choose those things about which it is easy to be objective.”

D: “Do you mean for them?”

F:“Yes”

D: “But how do they know that those are the easy things?”

F: “I suppose they try different things and find out by experience.”

D: “So it’s a subjective choice?”

F: “Oh yes, all experience is subjective.”

D: “Which things do they leave out?”

F: “What do you mean?”

D: “I mean, subjective experience shows them which things it is easy to be objective about. So, they
go and study those things. But which things does their experience show are difficult, so that they
avoid these things? Which are the things they avoid?

F: “Well, you mentioned earlier something called “practice”. That’s a difficult thing to be objective
about. And there are other things that are difficult in the same sort of way. Play, for example. And
exploration. So they don’t investigate these things. And then there’s love. And, of course, hate.”
Bateson (1973) p47

Cox (1997 p36) has criticised management theories for their poor philosophical foundation. He
particularly targets the fad of benchmarking, noting that practices in one successful company
are often adopted by others in the hope of similar success, without any rigorous explanation
regarding why these practices were so successful in the first place, let alone whether they would
transfer successfully to others.

Using language from political economy, Cox calls such practices barefoot empiricism. But in the
world of the fully-human, an entirely objective position is both untenable and undesirable. I have
explained in previous chapters that [ take the position of observing supply chain behaviour as a
branch of natural history. Even better, I should position my enquiry as ethology, which is both the
study of behaviour in its natural habitat and the study of the evolution of the human ethos.

Ethologically, then, knowledge is “an activity which would be better described as a process of
knowing” (Polanyi (1961)), and “knowing is effective action, that is, operating effectively in the
domain of existence of living beings” and “all knowing is doing, and all doing is knowing.”
(Maturana and Varela (1992)). All such action is, as Heidegger observed, social action.

So what of empiricism? Well, we should certainly be wary of fads and false generalisations, but the
term empiricism is itself used ambiguously by philosophers. For some, it means that there is no
reality, only appearances, whilst for others it is closely aligned to materialism. If, however, we take
empiricism to signify a close relation between knowing and experiencing, then call me an empiricist
and welcome to my confessions.'
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The Research Process

In this current chapter and the following two chapters, 1outline the research philosophy and
approach (this Chapter) how the research project was designed (Chapter 6) and how the field
experiences were captured and interpreted (Chapter 7). Fig (14) shows how these chapters fit
together to describe the overall research process of the thesis.

Fig (14) The Research Process

Relevant Chapter in The Research Process
. Adapted From Borum (1991 ) in Yin (1993
Thesis P (1991)in¥in (1993)
Research
Philosophy
Chapter 5
Research Objectives\ Theoretical Perspective”
and Questions  J and Models  / Research Resources
Chapter 6 Resea.rch Design .
(the logic ofthe enquiry)
f
f
Selection of Data Collection [ Research Managemer
Field/s ‘ Process Process
1
Chapter 7

I

Field accounts and
interpretations

However, in some respects, this Section 3 of'the Thesis: ‘Research Objectives and Approach’;
is not constructed in an orthodox manner and therefore requires a few words of initial
explanation - something of'a “health warning” lest it otherwise lead to confusion for readers.

In this current chapter 1describe how my research questions gradually emerged from a process
of grappling with areas of interest, whilst they were still being influenced by elements ofthe
existing, orthodox management and supply chain theories. 1also outline here some tentative,
initial theoretical frameworks that 1had developed at the start of my inquiry. In Chapter 6,1
describe my selection of an ethnographic methodology as my research approach, and in
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Chapter 7 I make some comments about how I planned to apply the ethnographic method in
practice. The aspects ofthese three chapters which could potentially lead to consternation for
readers are as follows: Firstly, much of what I describe here as the theoretical framework was
later either abandoned or significantly modified as the inquiry evolved over several years.
Secondly, although I describe my choice of ethnographic method, I do not explicitly relate this
back to the earlier chapter. Chapter 4, in which I made some rather strong statements about my
post-normal research agenda, encompassing some broad general principles. There is a link
between my agenda and my choice of method, but it is largely implied, and I assume rather a lot
of my readers.

Having warned readers of these potential irritants, I shall now continue with an outline ofthe
overall research philosophy.

The Overall Research Philosophy

The degree of PhD is awarded in British Universities for an original contribution to knowledge.
As Phillips and Pugh (1987) point out, originality has never been sharply defined in this
context, varying between disciplines and institutions. The definition of knowledge continues to
attract academic debate, as it has since the Greeks introduced the precursors oftoday's
universities over two thousand years ago. The business of writing and awarding PhDs is
therefore subjective.

Current management and social sciences texts identify two broad research philosophies. These
are the positivist paradigm, traditionally applied in the natural sciences”, and the alternative
phenomenological (or naturalistic) paradigm: Table (7) gives a summary. This is a simplified
taxonomy compared to those of Stacey and Reason which I used in Chapter Three, but it
provides a clear distinction for the purposes of this Chapter.

Table (7) Key Features of Positivist and Phenomenological Paradigms

From Easterby-Smith, Thorpe and Lowe (1991)

Positivist Paradigm Phenomenological Paradigm
Basic Beliefs: The world is external and objective The world is socially constructed and
subjective
iObserver is independent Observer is part of what is observed
Science is value-free Science is driven by human interests
Researcher Should: Focus on facts 'IFocus on meanings

look for causality and fundamental laws | try to understand what is happening

reduce phenomena to simplest elements  look at the totality of each situation

formulate hypotheses and then test them develop ideas through induction from

data
Preferred Methods operationalising concepts so that they using multiple methods to establish
Include: can be measured different views of phenomena
taking large samples small samples investigated in depth over

time
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The two paradigms represent different views of what knowledge is, and how the researcher
should go about "getting knowledge". In practice, there are a number of intermediate
philosophies between these extremes. Any particular research project is unlikely to fit neatly
into either the left or right hand column. Easterby-Smith Thorpe and Lowe (1991) believe that
the two sets of basic beliefs are "quite incompatible" as philosophies, but mixed or intermediate
methods are used by researchers.” * Hammersley and Atkinson (1995) note that positivism has
become "little more than a term of abuse amongst social scientists" °, but within management
theory it is alive and well, and many texts take a positivist view (e.g. Yin (1993), Phillips and
Pugh (1987)).

Positivism

Descartes was a key influence on the development of a positivist philosophy. The element of his
philosophy referred to as dualism, establishes a clear differentiation between mind and body,
subject and object, the knower and the known ((Descartes (1637)).6 Thus, those seeking
knowledge should :

"reduce involved and obscure propositions step by step to those that are simpler, and then,
startir:jg with the intuitive apprehension of all those that are absolutely simple, attempt to
ascend to the knowledge of all others by precisely similar steps" (Descartes (1701)).

Shumacher (1978) described this as “a programme conceived by a mind both powerful and
frighteningly narrow."

Newton (1687), whilst endorsing the positivist perspective, made it clear that he was only
describing physical phenomena, not explaining them. Descartes' approach to a philosophy of
knowledge was further developed by Comte (1853,p126):

"All good intellects have repeated, since Bacon's time, that there can be no real knowledge but that
which is based on observed facts."’

Wittgenstein (1922) criticised positivism, saying:

"The whole modern conception of the world is founded on the illusion that the so-called laws of nature
are the explanations of natural phenomena". (My italics)

He went on to say that if all the problems of science were answered, the problems of life would
not have been touched: a comment borne out by issues facing the scientific community today.

A positivist research methodology aims to establish links between events, using observation and
controlled experiment. Certain events in time and space can be claimed to be associated with
other events or facts. But experiments have become more complex and the outcomes are
increasingly mysterious. For example, as quantum mechanics develops, it seems that one set of
impenetrable questions is removed, only to reveal a further paradox, and no amount of positivist
enquiry can help us to decide what we should do with the outcomes of scientific research, such
as nuclear weapons or genetic engineering.

Phenomenology

Peirce (1931/1958) was a notable challenger of positivist certainties, who recognised inquiry as
a social process. Husserl (1900/1901) influenced many philosophers and others to see the world
as socially constructed, and Heidegger (1927) took the argument further by denying the
relevance of the Cartesian subject-object relationship, seeing reality as created in a stream of
interaction between ourselves and our environment. Our feelings and moods, he suggested,
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should be seen as real also, and in that sense they are objective. Human action takes place
within a "space of possibilities” created by the culture (or cultures) of which we are part. This
view finds resonance with the realities of management and business. Ambiguity is the norm.
Locke captured the problem:

"For where is the man that has incontestable evidence of the truth of all that he holds, or of the
falsehood of all he condemns, or can say that he has examined to the bottom all his own, or other
men's, opinions? The necessity of believing without knowledge, nay often upon very slight grounds, in
this fleeting state of action and blindness we are in, should make us more busy and careful to inform
ourselves than constrain others." (Locke (1689))

In recent decades, there has been considerable development of the application of
phenomenology to management research. Important contributions have included Action
Research (Reason (2003)), Naturalistic Inquiry (Lincoln and Guba (1986)) and Human Inquiry
(Reason (1988)). A longer tradition of research methods in the phenomenological paradigm
exists in the field of Ethnography e.g. Morgan (1877). Whyte (1943) built a bridge between the
original applications of ethnography and its use in contemporary social sciences.

Type of Reasoning Applied in the Research

A further contrast is drawn in research literature between inductive and deductive reasoning.
Inductive reasoning starts with particulars and gradually builds up to general theories.
Deductive reasoning starts with a general theory or model and then uses this to direct the search
for supporting information.

The following diagram from Pelto and Pelto (1978) illustrates that there are several potential
levels in a research methodology, and there can be an iterative loop at each stage. It can be seen
from this perspective that research can, and should, be both inductive and deductive.

Fig (15) The Domain of Methodology (Pelto and Pelto (1978))

Level of Abstraction Methodology

highest General theory and models
A A

|
|

v
Middle-Range Theory and Models
i

Low-Order propositions

i

v
‘ Modes of Observation (including tools, techniques, concepts)

lowest "The real world of things and events"
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An approach of combining induction with deduction has been recommended by many: Bateson
(1979), for instance, calls it a “pincer movement”, whilst Cox (1997) identifies it as “abstractive
reasoning”. We need to exercise extreme care however, not only regarding the “truths” revealed
by induction and deduction separately, but also in regard to their combination. It seems that
even a pincer movement does not pin down the “truth”.

The problems of induction, deduction and combinations ofthe two, are well illustrated using the
example of “Langton’s Ant”, a cellular automaton famous in complexity theory (Langton
(1986)). The Ant follows a set of rules, which are described by Stewart (1997) as follows:

“The ant moves either North, South, East or West on a square grid of black and white cells, following
three simple rules:
1. If it is on a black cell, it makes a 90 degree turn to the left.
2. If it is on a white cell, it makes a 90 degree turn to the right.
3. As it moves to the next square, the one that it is on changes colour from white to
black, or the reverse.”

These are very simple rules, but, as is typical with repeated iterations, they produce unexpected
outcomes. For a long time (about ten thousand iterations) the Ant wanders around in a
concentric pattern. Then it suddenly heads North-East and keeps going, forming a “highway”,
as shown in Fig (16)."

Fig (16) Langton’s Ant

Initial stage
Simple, apparent
symmetry

Next stage
Up to approx.
10,000 steps
Apparent
randomness

Apparent
Emergence of
order (“highway”)
But note: the same
simple rules are
repeating

at all stages

The only way to discover that the ant is going to form a highway is to run all the steps. Various
different versions ofthe ant have been created, with slight modifications of the rules, but it
seems that it a/ways builds a highway, although some versions cycle for millions of iterations
first.
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Why is this significant? Stewart (1997) explains:

“Here we have a high level simplicity [i.e. an emergent behaviour]| that seems to be universal, but
which cannot currently be deduced from the Theory of Everything for the system, even though we
know the Theory of Everything in this case. So here the theoiy of everything lacks explanatory power.
it predicts everything but explains nothing.

Stewart, a mathematician, working with Cohen, a developmental biologist (Cohen and Stewart

(1994)), uses Langton’s Ant as evidence that induction and deduction do notjoin up. The claim
begins with a simple diagram ofthe process of scientific explanation. Fig (17), below:

Fig (17) The Process of Scientific Explanation, using mental funnels
(From Cohen and Stewart (1994))

Nature

|95]

Rules

The funnel represents the way we “look down” from natural phenomena to “see” underlying
rules. Stewart explains that this has been a key scientific process for centuries, coming into
particular prominence with the work of Newton.

The search for the deepest of underlying theories, a “Theory of Everything” has continued, but
in many cases, what has emerged has been a reductionist nightmare: the funnels seem tojust
keep branching in different directions. Stewart explains as follows:

“Top-down analysis proceeds from nature and looks down mental funnels to see what lies inside.
Bottom-up analysis proceeds from a Theory of Everything and ascends levels of description by
deducing logical consequences of those laws in a hierarchical manner. I maintain that the top and
bottom do not meet, and this is why emergent phenomena appear to transcend the systems that gave
rise to them. Cohen and I call this “no man’s land” between top and bottom “Ant Country”.”
Stewart (1997) p379

This is shown diagrammatically in Fig (18):*
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Fig (18): Ant Country (from Stewart (1997) )

Nature
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A vit

Ant Country )

%o

)t
Theory of Everything

What I think this tells us is the following:

1. We should treat inductive reasoning with caution
2. We should treat deductive reasoning with caution
3.  Weshould treat combinations of both inductive and deductive reasoning with caution

Where does that leave me in terms ofthe type of reasoningused in thisThesis? Well, it might
suggest scepticism, but even scepticism has fundamentalist connotations. Better words would be
caution and circumspection. I will embrace all of'these forms ofreason on the basis that they are
all we’ve got, but will not take any ofthem more seriously than they deserve.

Language and Meaning

A branch of philosophy has developed which pays special attention to the role of language in
reasoning. Heidegger (1927) recognised that the use of language in a particular culture and at a
particular time would to some extent shape the thinking of individuals and groups. Wittgenstein
was concerned with the importance of language particularly from the viewpoint that language is
socially constructed, and since we use language in reasoning, the exact meanings we attribute to
words can easily lead to misunderstandings.

Koestler made a related point:

"The prejudices and impurities which have become incorporated into the verbal concepts of a given
"universe of discourse' cannot be undone by any amount o f discourse within the frame of reference of
that universe. The rules of the game, however absurd, cannot be altered by playing that game.”

“Among all forms of mentation, verbal thinking is the most articulate, the most complex and the most
vulnerable to infectious diseases. It is liable to absorb whispered suggestions, and to incorporate them
into the code. Language can become a screen which stands between the thinker and reality. This is the
reason why true creativity starts where language ends. " Koestler (1965) pi 75.

Given my assertion, in Chapter 3, that supply chains can be viewed as webs of conversations,
this perspective becomes important.
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The Underlying Philosophy of this Research

The Thesis applies a phenomenological paradigm. Within this, it challenges some of the basic
philosophical assumptions which underpin most orthodox management research. I shall briefly
restate here some of the assertions developed in previous chapters. These will be developed
further throughout the Thesis:

e  Current management theory, broadly speaking, dehumanises.' It posits a world without wisdom, a
world of “rational fools”. And through an unfortunate hermeneutic cycle, it helps bring such a
world into being.

e  Our theories of “supply chains” follow this hapless agenda: Focused on their imagined and
legitimised rational chains, they overlook the emotionally charged, unpredictable, conversational,
social webs in which human behaviour takes place.

¢ Our legitimate management theories are blind to the nonlinear nature of our social world.

They try to shoe-horn these important discoveries into an outdated Newtonian hegemony.

¢ Clinging to the commandments of their Trusels, management theorists move the human species

toward unnecessary danger.

In this context, I argue the case for a different, heretical, type of management research. As
explained in Chapter 4, the underlying philosophy of this research would be guided by three
principles: ‘

e  We should research living, fully-human people,
e Embedded in a biological, creatural, social world
e Recognising that our work is crucial to the survival of the human species

The Research Objectives and Questions

“It is monstrous — vulgar, reductionist, sacrilegious — call it what you will — to rush in with an
oversimplified question. It’s a sin against all three of our new principles. Against aesthetics and
against consciousness and against the sacred.” Bateson (1979) p213

The development of the research questions was an iterative process. The initial research
questions are described below, followed by an explanation of how these evolved into a final
set of questions used in this Thesis.

Initial Groping and Questioning as the Research Began

The original research topic, registered with the Board of Studies, was described as: "Suppliers in
the Product Creation Process: The Challenges and Implications of Increased Supplier
Involvement in New Product Development." The early involvement of suppliers in product
development had been identified in the literature as an important success factor for companies
(Schonberger (1986), Lamming (1993)).> My interest was in the management problems that
this presented. Initial research questions were:

e How could companies go about the process of getting their suppliers to contribute to product
development?

e How could the suppliers gain access?

e How could problems of trust, intellectual property rights and confidentiality be overcome?

e What tools and techniques could be developed to facilitate the process?
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These questions guided a literature review, which concentrated on the following themes:

The Processes of New Product Development and Innovation

Individual and Group Creativity, particularly in a work setting

"Learning Organisations”

New Organisational phenomena such as Networks, Supply Chains and the "Lean Enterprise"
Strategic Purchasing

The output from the literature review, including an emerging conceptual framework, was then
developed further into a detailed research report and a paper which was presented at the fourth
Annual Conference of the International Purchasing and Supply Education and Research
Association (IPSERA). Following feedback at the conference and further work, the paper was
published in the European Journal of Purchasing and Supply Management (Price (1996)).

The Research Questions which Finally Emerged

The process of reflecting on the results of the literature review and their implications for the
planned research resulted in some changes in the research questions, and also in the
development of an approach which differentiated my work from other research into supply
chains. This is evidenced in the title used for the IPSERA paper, "Innovation in Supply Chains:
An Anthropological Perspective", and is more pronounced in the paper submitted to the Journal:
"The Anthropology of the Supply Chain: Fiefs, Clans, Witch-Doctors and Professors".

Why did I shift my emphasis from product development to innovation? Where did the
anthropological perspective come from? The answer to the first question is quite
straightforward. It was clear from the literature that the innovation process is crucial throughout
an organisation. Developing new products is important, but creativity needs to be successfully
applied to all the core processes of an organisation. Similarly, the key players were not just
suppliers, but all appropriate members of a supply chain."® But why I became interested in the
anthropology of the supply chain might require a little more explanation.

A short extract from the introduction to the conference paper will help to illustrate:

"Organisations in the west have learned the importance of organising their businesses into cross-
functional teams, focused on key business processes. In the future, even this will not be enough.
Successful businesses will create value by implementing innovations across organisational boundaries:
"Cross-functional" teams will become "cross-organisational” teams. Supply Chain Management will
need to nurture successful innovation within these cross-organisational teams. The fundamental
challenges are social rather than technical, involving issues of trust, co-operation, competition, power
and politics. As a result of this, the roles and relationships required for best-practice supply
management are changing. " Price (1995)

The "cross-organisational team" was a term which I introduced to the literature. The concept is
implied in the writings of, for example, Lamming (1993), Womack and Jones (1994) and
Kanter (1989), but is not extensively explored.'* The reasoning behind the assertion that the
fundamental challenges in building successful cross-organisational teams are social, is
developed in the paper. Lamming (1993) expressed similar concerns, but left them relatively
unexplored. My paper attempted to put these concerns into context, identifying the importance
of roles, relationships and cultures:

"When we see the fundamental challenges of partnerships in the supply chain in this light, it becomes
clear that these are the same social challenges that have faced humankind for several thousand years.
Humans deal with the challenges of communication, co-operation and competition by developing
cultures. Within these cultures, roles and relationships emerge, in order to maintain the structure and
function of the organisation. Looking at the innovative organisations of the 1990's in this way, provides
an insight into how such organisations might be managed." (Price (1995))
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The initial development ofmy research questions can therefore be considered as a deductive
process, founded on number of assumptions or assertions.

A diagrammatic outline ofthe context ofthe research questions is shown in Fig (19). This
progresses rather like a flow chart, from the more general context at the top ofthe diagram, to
the more specific and particular at the bottom."*

Fig (19) The Context of the Research Questions

The Prediction that
”Cross-Organisational Teams”
will become a strategically
important source of-value creation

The assertion that the “fundamental
challenges” of building and managing
such teams are social rather

than technical

What are the social challenges
which need to be addressed
within these teams in order for
them to be effective?

How can these teams, built
upfrom members who ”belong”
to different organisations,

work effectively together,
producing successful innovation?

How can these teams go out
into the environment and
form collaborative links
with other organisations?

Cooperation Group Learning and
Tr:;St and Po(\iver the successful
an an ioati
PP . application of
Ha me? Competition? Politics? creativity?
Will successful
Cross-organisational teams
tend to have a distinctive
type of sub-culture?
1i
1 What will be the distinctive Will there be a typical set of |
1 features of the sub-culture ”roles ”within successful |
1 of cross-organisational teams? Cross-organisational teams? |
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The context of my research questions was therefore an inquiry into how collaborative
relationships between organisations could be “managed”'®. Given this context, the research
questions for this Thesis are as follows:

The Research Questions

1. How can groups of people work collaboratively together as cross-organisational
teams when they have some shared interests and some differences?

How can sufficient trust be developed in order that collaboration might flourish?
How can the natural human tendency to apportion "blame" be addressed?

How can creativity be nurtured in such ambiguous circumstances?

How can the unavoidable realities of power and politics be addressed?

Will successful cross-organisational teams have a distinctive sub-culture?

What will be the distinctive subculture of cross-organisational teams?

Will there be a typical set of roles in a cross-organisational team?

NP

In addressing these questions, I explore techniques and concepts from the discipline of
anthropology, where concepts of roles, relationships and cultures were initially developed and
researched.

Why the Research is Important

There are two reasons why this research is important. The first reason is the one that originally
occurred to me in preparing for the research. The second reason emerged during the course of
the research process.

The first reason is as follows:

A clear explanation of the strategic importance of collaborative relationships between organisations is
presented by Reve (1990). Reve takes Porter’s "five forces" model of the arena of strategic competition
and turns it "inside out". No longer, he argues, is competitive advantage about outsmarting suppliers (or
customers, or competitors). Companies must know when, and how, to collaborate.

If the commercial promise of such alliances were to be realised, then companies must be able to
understand some of the difficulties that they might experience in forming and managing cross-
organisational teams. Having anticipated and understood the challenges, they would need to develop
strategies for successful action

This was my original reasoning regarding why my research was important.

My second reason can be expressed more succinctly: I realised that The research is important
because it raises issues which are important to the survival of the human species

The Development of Appropriate Theoretical Perspectives and Models
A Review of Relevant Literature, identifying Key Contributions

A literature review was carried out, and further sources were consulted throughout the research.
It is difficult to select a small number of references as key, since the research field is new and a
broad conceptual background is required. However, a small selection of work which was
influential is outlined in Table (8) below.!”
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Table (8) Examples of Literature Sources

Subject

Business Strategy

Chaotics/Non-Llnear Dynamics/Paradox

Communlcation/Language/Hermeneutics/Dlaiogue/information
Exchange

Cooperation/trust/mutuaiity/integration/negotiation

Cosmology/Quantum Mechanics/theoretical physics

Creativity/Innovation/Learning/Knowledge

Cultural Theory/Social Theory/Social Behaviour/Anthropology

Economics, TCA, Post-TCA
Epistemology

Evolution; genetic, cultural, social
Intersubjectivity, Social constructionism

Mind-matter integration, monistic ontology
Negotiation

Operations Management/Supply Chain/Strategic Supply

Organisational behaviour/culture

Phenomenology

Philosophy

Power/Politics/Conflict

Psychology/ brain Sciences

Teams/Quasi Firm

Authors

Burt, Coleman, Hamel, Hirschmann, Jarillo, Johnson & Scholes,
Lamming, Prahalad, Porter, Reve, Snow, Miles and Coleman,
Stacey, Thorelli, Whittington, Womack & Jones

Bak, Butz, Capra, Fuller, Gleick, Stacey,

Boisot, Boisot and Child, Chomsky, Dilthey, Polanyi, Shannon,
Wittgenstein

Bateson, Child, Fukuyaman, Haas, Handy, Lax, Raiffa, Rubin &
Brown, Sako, Shapiro

Bohm, Capra, Gleick, Hawking, Heisenberg, Von Neumann

Allen, Amabile, Argyris. Bateson, Boisot, Brown, Bessant, Burns
& Stalker, Chomsky, Crane, Csikszentmihalyi, Foucault,
Freeman, Ghiselin, Habermas, Hall, Henry, Kanter, Koestler,
Lave & Wenger, McKenna, Morgan, Nonaka, Polanyi, Rothwell
and Zegveld, Runco & Albert, Senge, Schumpeter ,Taylor,
Twiss, Wertheimer, Wheelright and Clark

Bakhtin, Barthes, Bate, Bateson, Blumer, Bohm, Bolton,
Bourdieu, Carrithers,, Deal and Kennedy , Douglas, Durkheim,
Evans-Pritchard, Foote-Whyte, Foucault, Frost et al, Goss,
Geertz, Giddens, Goffman, Habermas, Hampden-Turner, Kuper,
Lévi-Strauss, Lewis, Malinowski, M auss, Orr, Parsons, Watson,
Weber, Weick

Aoki, Axelrod, Baumol, Boulding, Coase, Ghoshal and Moran,
Williamson

Bateson, Bois, Chomsky, Kuhn, , Korzybski, Maturana and
Varela, Popper,

Barfield, Bateson, Darwin, Dawkins, Lumsden, McShea
Gergen, Reason, Sarbin(narrative), Stacey

Bateson, Blake,

, Fisher & Dry, Gulliver, Kenedy, Nierenberg

Fuller, Taoism

Caldwell, Carlisle & Parker, Choi, Cooper, Cox, Carlisle &
Parker, Hall, Hakansson, Harland, Hines, Jarillo, Knight.

Lamming, Rackham, Reve, Russill, Schonberger, Steele,
Syson, Spekman, Thorelli, Van Weele, Womack & Jones

Bate, Bernard, Carlisle & Parker, Cyert & March, Deal &
Kennedy, Dooley, Hurst, Stacey

Heidegger, Hegel, Reason,

Augustine, Bateson, Berkeley, Boulding, Russell, Blake,
Bohm,Buddhism, Descartes, Hegel, Heidegger, Heraclitus,
Jung, Kant, Lovejoy, Neitzsche, Pascal, Plato, Santayana,
Sartre, Spinoza, Taoism, Wittgenstein

Debono, Kakabadsi, Mangham

Calvin, Clarkson, Damasio, Freeman, Freud, Greenfield, Haken,
Jung, Laing, Rosenfield, Von Neumann

Alvesson and Lindkvist, Belbin, Carlise and Parker, Katzenbach,
Lamming, Ouchi,

In developing an understanding of strategic issues relating to purchasing and networks, the

following references were particularly helpful:

Womack and Jones (1994), Lamming (1993), Thorelli (1986), Jarillo (1988X1993)
Spekman et al (1994), Snow, Miles and Coleman (1992), Reve (1990), Hakansson (1982)
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In investigating the sources of creativity and innovation:

Koestler (1964), Kanter (1989), Allen (1977), Crane (1972), Rothwel and Zegveld (1985)
Freeman (1982)

In developing an anthropological perspective and an insight into the importance of teams and
related issues

Belbin (1981) and (1993), Alvesson and Lindkvist (1993), Ouchi (1980) (1982)
and Carlisle and Parker (1989)

In developing a theoretical framework, which includes the "Nature of Information Exchange"
and a typology of organisational sub-cultures, I was influenced by Boisot (1987) and Boisot and
Child (1988)

On the t&pic of "Learning Organisations" I found an article by Huber (1991) particularly
helpful.

My literature review covered both anthropology texts and business texts relating to
organisational culture. Some of the texts used to gain an understanding of the subject were:

Lewis (1976), Carrithers (1992), Frost et al (1991), Kuper (1988) and (1992)
Bate (1994), Hampden-Turner (1994), Deal and Kennedy (1982)

The messages drawn from the literature, and their application to my research interests, are
detailed in Price (1994), (1995) and (1996). Further detail, including full reference information
for all the literature sources in Table (8) is available in the bibliography.

The Type of Theory used in the Research

Four types of theory are identified by Nachmias and Nachmias (1982). These are: Ad hoc
classificatory, taxonomies, theoretical systems and conceptual frameworks. Ad hoc
classificatory theories identify similarities in concepts in order to group them into categories.
Taxonomies'® organise concepts onto hierarchies. Theoretical systems develop interrelated
propositions in order to arrive at a relatively complete explanation of phenomena. Conceptual
frameworks place categories within broad propositions. The type of theory which I have used
is a conceptual framework, which aims to develop a broad description of a range of
interconnected phenomena.

The Conceptual Framework for the Research (The "Thesis")

"Foreshadowed Problems"

"Good training in theory, and acquaintance with its latest results, is not identical with being burdened
with "preconceived ideas". If a man sets out on an expedition, determined to prove certain hypotheses,
if he is incapable of changing his views constantly, and casting them off ungrudgingly under the
pressure of evidence, needless to say his work will be worthless. But the more problems he brings with
him into the field, the more he is in the habit of moulding his theories according to facts, and of seeing
facts in their bearing upon theory, the better he is equipped for the work. Preconceived ideas are
pernicious in any scientific work, but foreshadowed problems are the main endowment of a scientific
thinker, and these problems are first revealed to the observer by his theoretical studies". Malinowski
(1922) pp8-9
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My approach to the research was not to start with hypothesised "answers" to the research
questions and then try to either prove or disprove them. Rather, I developed tentative
description of the types of cultures, roles and relationships which one might expect to see in
successful, innovative organisations. This was a way of framing questions - Malinowski's
foreshadowed problems. The framework was based on new combinations of existing theories,
findings from my own experiences and those of others, and deductions and interpretations of the
current body of knowledge. The descriptions that I developed were an interrelated set

of models. But to set out to conclusively prove or disprove these models, within the timescale
and resources available, was impractical®.

As Bate explains:

"... a strategy for managing or changing culture is therefore not a "tool" or "method" - tools need
something more concrete than culture to work on - but a way of thinking about organisation."!
(Bate (1994))

Similarly, the conceptual framework which I developed was not a hypothesis against which I
intend to "test", but rather a "way of thinking about" the management of cross-organisational
teams.

An Outline of the Original Conceptual Framework for the Research (1996)

The detail of the original conceptual framework is published in Price (1996). The following
paragraphs outline some of the key points and give a flavour of the theoretical approach

The research recognised that the business environment is increasingly unpredictable. As a
result of this, the application of the knowledge and creativity of the workforce may be becoming
a critical success factor in many organisations. Previous research had revealed that productive
innovation is often a social process - the common notion of the creative eccentric, working
alone, is the exception rather than the rule. Innovation within a group is facilitated by
differences between the members of the group - in terms of their thinking styles, training,
background and personality. The driving force of organisational creativity, and business
success, might therefore be seen as innovative, cosmopolitan teams.

Theories about learning organisations suggested that such organisations should have an
emphasis on group goals and norms, and be mutually supportive in order to nurture creativity.

Theory relating to business networks and customer-supplier relationships added another
dimension. It may not be merely the innovative, multi-faceted group within a single
organisation that is crucial to success. Rather, value may be created at the interfaces between
organisations.

My interest started with the identification of this important group: the cross-organisational team.
How could such a team function? What would determine its success? How could it be
managed?

My focus was on the social challenges within such a team. Little had been written about this,
but there were clues to be found in the work of Ouchi (1980) and Boisot (1987). In particular,
a form of social group defined as a "Clan" (Ouchi (1980)) seemed important for the successful
integration of small teams. The determinant of business success could therefore be the "cross-
organisational team", with members from collaborating organisations working together.

85



SECTION 3: RESEARCH OBJECTIVES/APPROACH - CHAPTER FIVE: RESEARCH PHILOSOPHY/APPROACH

Developing the ideas of Boisot and Jarillo (1993), I suggested a model for categorising groups
based on the nature of information exchange, the type ofrelationship, and the legal form ofdie
organisation. Within this framework, four cultural styles were identified: Fief, Clan, Bureacracy
and Market. I suggested that different styles and levels oflearning would occur in different
cultural settings. Fig (20) shows this diagrammatically.

Fig (20) Culture and Learning

Win-Lose Codified

BUREAUCRACY MARKET
Proprietary Knowledge Common Sense
Level 2 Learning Level 1Learning
Contexts Specific Facts
Relationship Information
FIEF Personal Knowledge CLAN Social Knowledge
Level 3 Learning
(Learning to Learn)
"Strategic Core" A netwoifc or Individuals
ofthe Learning and groups, in "overlapping"
Network oiganisations. with shared
objectives, values and symbols.
‘Win-Win Uncodified
finis Diffused
Undiifipised Information Hiuse
One Firm Legal Form Many Firms

Fig (21) illustrates how the different sub-cultures could play different roles in order for learning
to take place within a network.

Fig (21) Network Learning: A Cultural Perspective
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These models proposed that the exchange ofrelatively "uncodified", subjective, information
was key to the development of shared values within a team, and that such exchanges were also
important for learning and creativity.

Viewing a particular organisation as a "node" within a network, and applying the cultural
perspective developed in the previous figures, an "organic" model of an innovative organisation
was proposed as shown in Fig (22).

Fig (22) A Cultural Model of an Innovative Organisation
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These roles can be placed within the cultural framework as shown in Fig (23)?"

Fig (23) Emerging Purchasing Roles
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The Strategic Core, the Support Functions and the Cross-Organisational project teams, would
tend to have particular "cultural settings" (Fief, Clan and Bureaucracy). Developing a view of
the role of "purchasing" in this context led to a recognition that purchasing would need to be
managed as a process rather than a function, with contributions from different sub-cultures
within the network. Drawing on an established practice in anthropology ofthe use of
metaphors, | suggested a number ofnew "roles" which would be necessary in order for
purchasing to be strategically effective within this new environment. These were:

Industrial Anthropologist

This role would be concerned with understanding the norms, values, attitudes and beliefs of
suppliers in the network, and those of potential new suppliers. It would be necessary to make
judgements about how elements of culture might interact where organisational boundaries
overlapped. The taskcould be to find "compatible" cultures, rather than "similar" cultures.

Witch Doctor/Priest

The Purchasing process would need to extend to managing certain "symbolic" activities, in
order to support emerging relationships. The role might include a "pastoral" aspect of
reinforcing certain beliefs and values (and perhaps taking some confessions), “becoming a key
player in the process of nurturing and managing internal and external relationships" in which
purchasing professionals "articulate and clarify the firm's vision and mission that is shared with
external constituents." (Spekman et al (1994))
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Professor

In a learning organisation, one of the roles might be "Professor". But this should not be only a
pedagogic role. The aim, in conjunction with other members of the management team, would be
to facilitate higher levels of learning within cross-functional teams. Only if such learning was
successfully facilitated would the organisation maintain its awareness and be prepared for
innovations and transformations.

Strategist

The final "new purchasing role" was that of strategist - the "Network Architect". Organisations
would attempt to design their network at the strategic level. This role would contribute to
decisions regarding:

e To what extent the organisation can position itself as a strategic "hub" or "core" within certain
networks.

e What strategies to use in order to interface with suppliers with strategically important
competencies.

e Understanding what the effects might be of changes in one "link" in the network on the rest of the
network (coping with interconnectedness.)

This interrelated set of models emphasised the human dimension of supply networks. The
"clan" social grouping, for instance, could not succeed through purely rational, economic forces.
The people involved would form (and be formed by) relationships. This would influence their
work together, and they may, or may not, be successful in economic terms or otherwise.

It can be seen from this outline that back in 1996 my “systems view” was influenced by
strategic choice, but even then I was cautious about the extent to which managers could design
and implement strategies which moved their organisations toward objectives. A quote from
Bate illustrates my view in 1996:

"Thinking culturally is not just a perspective; it is also a philosophy about organisations and
organisational analysis. It puts itself forward as the antidote to the "keep it simple" philosophies that
have been emerging from various quarters in recent years. It represents the view that organisation (and
by that token, cultural) analysis and development must expect complexity, ambiguity, abstraction and -
above all - intangibility in its subject matter, and must at the same time learn to live with these
qualities. One just cannot escape them." (Bate (1994))

In conducting the research and writing the Thesis, I have become even more circumspect about
the application of prescriptive management theories.

Further Development of the Conceptual Framework for the Research (1996-2002) .

In this Thesis, I develop a view of the living world as a recursive place, where linear rationality
often does not apply. In order to be consistent with this position, I might best describe my own
development of concepts as a swirling of ideas around an attractor in “idea space”. Topics
central to the inquiry emerged in this space of ideas as shown in Fig (24).
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Fig (24) Emergence of Inquiry Topics
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It is also philosophically appropriate to position my inquiry within a set of paradoxes, since the
recognition and acceptance of paradox is so key to my epistemology. This is shown in Fig (25).

Fig (25) The Research Inquiry Positioned in the Context of Four Paradoxes
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The task-at-hand is this research project. In it, I explore how people might work more
cooperatively across organisational boundaries. This surfaces two paradoxes. Firstly, there is the
paradox between individual agency (or self) and social embeddedness. We are both
spectacularly independent entities and yet also deeply interdependent. Secondly, there is the
paradox of cooperation and conflict: a moment’s reflection reveals that rather than simply
making rational choices about whether to cooperate or compete, we are entangled in complex
webs of cooperation and competition at every moment of our lives. The research also exists
within my particular world-view as outlined in this chapter. This too is unavoidably
paradoxical. Is my inquiry really a search for answers? As we shall see later in this Thesis,
answers are sometimes not particularly useful or interesting: Insights are better. And what can
we ever really know, in the social world of business, about ourselves, or others?

My research does not set out to answer, or resolve, these paradoxes. We should embrace them
rather than fighting with them, switching between them to gain new insights.

During the course of the research experience, reflection and further reading within this
philosophical context led to significant changes in the conceptual framework. In keeping with
the narrative structure of the Thesis, the further developments of the theoretical framework are
introduced in later Chapters.

Summary

Kenneth Boulding said: “Science might almost be described as the process of substituting
unimportant questions which can be answered for important ones which can not.”? Too often,
management research seems to become “a method of torturing nature to give answers in terms
of your epistemology, not in terms of some epistemology already immanent in nature”(Bateson,
1991, p192). To counterbalance this potentially dangerous state of affairs, I take a more
cautious and circumspect position, where the “truth” is (as the Buddhists say) “held lightly”. I
aim to deconstruct, not out of a sense of anomie or intellectual vanity, but rather to build a
necessarily tenuous understanding that is closer to nature.

A research expedition from this perspective starts from a different emotional as well as
philosophical position:

“To see a problem is to see something hidden that may yet be accessible. The knowledge of a problem
is, therefore, a knowing of more than you can tell.” Polanyi (1961) p466

In this current chapter, I have outlined my considerations of research philosophy and approach.

The research questions are restated below in summary
The Research Questions

1. How can groups of people work collaboratively together as cross-organisational teams
when they have some shared interests and some differences?

How can sufficient trust be developed in order that collaboration might flourish?

How can the natural human tendency to apportion "blame" be addressed?

How can creativity be nurtured in such ambiguous circumstances?

How can the unavoidable realities of power and politics be addressed?

Will successful cross-organisational teams have a distinctive sub-culture?

What will be the distinctive subculture of cross-organisational teams?

Will there be a typical set of roles in a cross-organisational team?

PN R W

In the next chapter, research design is considered.
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Endnotes

! References made here to the different interpretations of empiricism can be found in the Dictionary of the Philosophy of Mind, and

in the Catholic Encyclopacdia (Web versions).

2 Or at least claimed to be applicd. Sce Easterby-Smith, Thorpe and Lowe (1991) for a discussion of the realities of research in the

scientific community. It is not unusual for major scientific advances to be made as the result of either wild speculation, complete

accidents or particularly vivid dreams. Nevertheless they are often "written up" as if they were gradually arrived at through a process

of induction.

3 There is a common tendency in texts to confuse the philosophy with the method. Often, a positivist philosophy is assumed to

produce a quantitative method, whilst a phenomenological approach would be thought to imply qualitative research methods. This is

not necessarily truc. It is quite possible to use quantitative methods under a phenomenological paradigm — the difference would be in

what was being counted.

4 1f onc were to look for an exact opposite of Positivism, I would suggest that it might be close to Buddhism. Phenomenology is

different from Positivism, but in my view they are #of oppositcs.

5 No doubt cliciting the ripostc of “barefoot cmpiricists!” from the political economists

6 In fairness to Descartes, his "Je pense donc je suis” (1637) and the later "Cogito ergo sum"(1644), can be misinterpreted (Magee

(1987)). Descartes meant to refer not only to conscious "thought" but also all forms of conscious experience, including feelings and

perceptions. Not so much "I think, therefore I exist." but rather "I am consciously aware, therefore I exist." From this perspective,

his objectivity is less pronounced.

71 am reminded of Albert Linstein's comment that "cverything should be made as simple as possible - but not simpler” (in

Einstcin/Calaprice (1996))

8 An on-line demonstration of this ccllular automaton is available at www.math.ubc.co/ ~cass/www/ant/ant.html

9 Stewart draws the diagram the other way up compared with Pelto and Pelto. I'm afraid this calls for a bit of visuo-spacial gymnastics

from thce rcader.

10T do not repeat the arguments supporting these assertions here, since they are detailed elsewhere in the Thesis

11 ] don’t disttnguish here between business behaviour and non-business behaviour, since if boundarices exist, then they are not the

legitimiscd rational boundaries of most management texts.

12 Although, arguably, the valuc of carly involvement has not been proven empirically.

13 Supply Network, or just Network, might have been better than Supply Chain, but I decided to give readers a least one familiar
hrasc.

r‘ Lamming perhaps comes closest to the idea, with the concept of the "Quasi-IYirm" (the term was introduced by Schumacher, but

Lamming applics it in a2 Supply Chain context). .amming's concept is at a more "Meta-Organisation” level, whereas my interest is at

the level of the team itsclf.

15 In hindsight, I now sce that the top of the flow chart represents nothing more than the “accepted wisdom” of the management

theory genre at that time. An anthropologist would call such accepted wisdom the myrhology of a particular culture. I also now find it

intcresting that the diagram assumes that human reasoning is a Zrear process (in this case top-to-bottom).

16 The term "managed” is not meant here in a directive, controlling sense. ‘The possibility that such tecams could be partly "sclf-

managing" is recognised. (¢.g. DeBono (1990), Imai, Nanaka and ‘T'akeuchi (1985), Kanter (1985), Salch and Wang (1993), I Tarrison
1995

S"’ l*'to)r)n Schumacher (1977), p50: "T'hc understanding of the knower must be adequate to the thing to be known."

18 Whilst recognising the importance of other contributions including Senge (1990), Schein (1993), Burgoyne (1992), Garratt (1987),

Stuart (1985), Lebby (1992), West (1994), Argyris (1982), Revans (1985)

19 Taxonomies relate closcly to the views of Descartes outlined in the section on rescarch philosophics

20 For example, Meredith Belbin has spent 20 years rescarching propositions regarding roles in management tcams, within a narrower

context than my own.

21 My original sct of rescarch questions included reference to "tools and techniques”. The modified questions do not.

22 Also shown in the figure arc the more "traditional” purchasing roles: Resource Investigator, Legal Burcaucrat and Commercial

Gatckeeper.

BA con‘:mon attribution, for example sce Furopean Foundation Report on Employment and [ealth, Brusscls, June 3d 1995

(WP/97/82/EN)
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CHAPTER SIX: RESEARCH DESIGN
Introduction

“Animais studied by Americans rush about frantically, with an incredible display of hustle and pep,
and at last achieve the desired result by chance. Animals studied by Germans sit still and think, and
at last evolve the solution from their inner consciousness.” Bertrand Russell '

This quote captures my philosophical position nicely. Even if we have ambitions of
“objectivity”’, we project our assumptions about the nature of the world into our observations.
There is scope enough for this when observing animals, but even more when observing humans
in a soeial setting.

There is no value-free researeh in the social sciences.
The Research Design

Choice of Type of Research

Phillips and Pugh (1987) describe three categories ofresearch; Exploratory, Testing Out and
Problem-Solving. "Exploratory" research involves tackling a problem or issue about which little
is known. "Testing Out" involves finding the limits of previously proposed generalisations. This
is a basic research activity. It could involve changing one variable and seeing what effect, if
any, this has on the results. "Problem Solving" research starts with the definition of'a problem to
which a solution is needed. This will usually involve a range of different methods and theories
from different disciplines, and is much "messier" than Testing-Out.

The paradigm, research problem and theoretical framework which I have outlined in the
preceding sections do not fit with "Testing Out" or “Problem Solving”. The research involves
investigating a subject about which little is known. The "problem" can not be stated in a highly
definitive way; it will vary from one organisation to another. "Exploratory Research" is
therefore the most appropriate description of'this research.

Easterby Smith, Thorpe and Lowe (1991) discriminate between "forms" ofresearch: Pure
Research is intended to lead to theoretical developments. Its key features are discovery,
invention and reflection. There "may or may not" be practical implications. The results are often
addressed to a largely academic audience. Applied Research is aimed at problem-solving. In
management research terms it may involve being asked to solve a problem for a client. To be
academically respectable, the solutions produced need to be accompanied by some sort of
rational and rigorous explanation. The distinctive feature ofAction Research is collaboration
between researcher and client, in order to achieve some particular goal.

These forms ofresearch can be considered as a continuum, as shown in Fig (26):

Fig (26) Approaches Toward Finding Out in Management
From Stuart (1984)

Pure Research ~ Applied Research ~ Action Research Action Learning ~ Whrk as Research Whrk
Researchas Wak

Research rrere ooUdxiHtive
Researchirae qualittive

Reseatdimre able to be irtegrated irto policy
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At this point, I want to say a little more about my research and position it within this
framework. Initially, my ambition for the research was for it to be collaborative enquiry: a close
collaboration between me and the chosen organisations. I intended to share with them their own
perceptions of problems and participate with them in the development of ideas. However, as the
work evolved, I had to modify this position.

I work as a management consultant, and at the time of the research I was a Director in a large
management consulting firm. My plan was to draw on two long-term projects with clients
which I was leading, and to use these as the basis of my research. Further, as a result of my
particular research philosophy, I wanted to use an ethnographic approach in the research.

In one respect, the research was collaborative and participative. This was from the perspective
of my job, as a management consultant. Reason (1994a) makes the point that one of the major
requirements for collaborative inquiry is the presence of risk: all those involved need to have
something to gain or lose from the endeavour. This element of risk was certainly present: I was
working closely with clients on projects where the impact of the consulting work would be
£millions, and in one case £billions.

Things rarely turn out according to plan in research, and my case was no exception. As the work
evolved, it became clear to me that to ask the clients to participate with me in a collaborative,
ethnographic research project - in parallel with the consulting work - would be both impractical
and potentially dangerous. Consulting projects are politically charged endeavours, even without
the added complications of a management research project’. This was further compounded by
my preference for an ethnographic approach: Dare I tell my consulting clients that they were
ethnographic research subjects? How would they react? What would be the impact on the
consulting work? It seemed to me that the ambiguity that it would create about my role in
particular, was too great. In times of conflict it may have been used as a weapon against me. In
more collaborative times, client people would be uncertain whether I was talking to them as a
consultant or as a researcher. People are suspicious of either: how could they cope with
someone who was both?

My judgement was that I should not make any official announcement that I was carrying out the
research. So my research was covert, and not collaborative: even though I would like to think
that my consulting work was collaborative.

There is a respectable tradition of covert research in ethnography, from the urban anthropology
of Foote-Whyte (1943) to the business ethnographies of Dalton (1959) and Rosen (1991). This
is not to deny the ethical issues. We can perhaps apply a version of the Hippocratic Oath to “do
no harm”, and I am quite sure that the research itself did no harm to the organisations involved.
Nevertheless, there is the question of whether carrying out such research infringes the rights of
those who are captured in the ethnographic accounts, and this is a troublesome issue. Whilst I
made no formal announcement to either client company that they were to be research subjects,
some particular client employees were made aware of what I was doing, at a point at which I
felt that we could trust each other. Overall, my view is that — providing the material presented in
the ethnographic accounts is carefully restricted — there has been no infringement of the rights
of the people who were involved, and that there is potential for useful insights into the practice
of management from this type of research.

My own research, then, is on the border between “Pure Research” and "Applied Research".
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Choice of Research Design

A distinction between research types, research designs and research methods is sometimes made
in research texts. There is no single, generally accepted typology. In a single-handed project
such as this, such distinctions are fuzzy:

"The design function is virtually invisible when a researcher carries out a project single-handed,
developing and revising the initial plan as the study progresses" (Hakim (1987)) p3

Research can be classified as nomothetic or ideographic. Ideographic research produces
findings which are relevant to a particular time and a particular situation, whereas nomothetic
research can be generalised.® This research is ideographic, relating to specific organisations over
an extended timescale. Generalisation is possible, but this should be back to the specific case, or
to the theoretical model.

A further difference in available approaches to research design uses the terms "emic" and "etic"
(Pelto and Pelto (1978))*. Table (9) outlines the differences.

Table (9) Emic and Etic Approaches in Anthropology
Source Pelto and Pelto (1978)

Emic

Primary Method is intervie wing in depth in the
local language

Intent is to seek categories of meanings , as nearly
as possible in the way "locals" define things

The people's definitions of meaning, their idea
systems, are seen as the most important "causes" or
explanations of behaviour

Systems and pattems are identified through logical
analysis, especially by a quasi-linguistic analysis of
contrasts sets

Cross-cultural generalisations must wait for the
conversion of culturally specific pattems and
meanings into more abstracted, intercultural
categories

The methodological strategy is fundamentally
inductive, for research cannot proceed until the
"locals'" categories of meaning have been
discovered

Etic
Primary method is observation of behaviour

Intent is to seek patterns of behaviour, as defined
by the observer

Impersonal, non-ideational factors, especially
material conditions, are seen as significant movers
of human action

Systems and pattemns are identifiedthrough
quantitative analysis of events and actions

Cross-Cultural generalisations can be made, by
applying the same methods of observation, with
the same outside-derived concepts, to two or more
different cultures

The methodological strategy can range from "pure
induction" to various mixtures of inductive and
deductive research

The table captures a fundamental problem of doing participative research. If the researcher is to
gain genuine insights and understanding, then it is necessary to get to know the subjects well
and understand some of their thoughts and feelings. At the same time, one needs to avoid
"going native" completely, and being unable to make necessary interpretative judgements. This
balance between "authenticity" and "distance" is an important element of fieldwork (Pearson
(1993)). My aim was therefore to achieve a balance between emic and etic.’

Research programs can be designed to achieve either verification or falsification (Popper
(1959)). A research design based on verification would look for evidence to support a
proposition, whereas a design based on falsification would look for evidence to disprove the
theory. The advantage of falsification designs is that they can be more efficient in terms of time

95



SECTION 3: RESEARCH OBJECTIVES/APPROACH — CHAPTER SIX: RESEARCH DESIGN

and effort - much time can be wasted collecting evidence for a theory that is eventually
discredited. Falsification also supports a perceived need for "academic rigour".

A choice between a verification or falsification design is considered essential within a positivist
paradigm, but from my particular epistemology, there is a problem. The problem is paradox.
From the philosophical position that I outlined in Chapter 3, paradox has a different meaning
than it would have in a positivist sense. Like Reason (2000) and Stacey (2003) I admit the
possibility of what we might call a “true paradox”, which is the existence of two apparently
contradictory realities at the same time.® From a positivist position, a paradox cries out for
resolution: it is intolerable. From a phenomenological position, a paradox is not only tolerated
but rejoiced in. If one accepts the possibility of an unresolvable paradox then a proposition can
be falsified and yet still be true. What an unsatisfactory state of affairs the natural world offers
us!

A further important distinction in research design is between cross-sectional and longitudinal
studies. Cross-sectional studies consider a number of organisations against a fairly narrow range
of parameters and aim to find similarities and differences. A weakness of cross sectional studies
is that, whilst they may identify statistically valid relationships, they are often unable to explain
the research findings. Longitudinal research methods aim to consider a small number of
organisations in depth, over a longer time period. This brings with it the challenge of
verification based on a small sample size. However, much of this is a false dichotomy resulting
from the desire of management theorists to copy the methods of classical physics.
Anthropologists have been able to deal with sample sizes of one, whether this be a street corner
(Whyte) or a village (Malinowski).

My research was designed to explore a conceptual framework and a set of broad enquiry
questions. A longitudinal research design was appropriate.

Research Design: Summary
Table (10) summarises the choices available for research design, showing the decision taken in

each case in relation to this study. The reasons for each decision have been explained in the
text.
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Table (10) Research Design Choices

Stage

Research Philosophy

Type of Theory

Type of Research

Research Design
Approach

Choices

Positivist or

Phenomenological

Inductive Reasoning

(Start with details and build up big picture)
or

Deductive Reasoning

(start with bic oicture)

Ad Hoc classificatory. Taxonomy,
Theoretical Systems, or

Conceotual frameworks

Testing-Out,

Problem Solving or Exploratory

"Pure" research. Applied research.
Action Research, Action Learning

or Practitioner Work (Continuum)
Testing Theories or Generating Theories

Emic (in depth - from the "inside",
descriptions)

or

Etic (detached -from the "
ueneralisable)
Ideographic (produces findings which are
historic and specific)

or

Nomothetic (produces findings which are
generalisable)

teide"

, more

Large Samples/Surveys

or
In depth/longitudinal, small sample/case
studv
Verification (try to prove theory) or
Falsification (try to disprove a theory)

Choice of Research Method

Type Used in this Study

Phenomenological

Roth Inductive and Deductive
reasoning

at different stages, in an iterative
process

Conceptual Framework

Exploratory

Pure/Applied Research

Generating/Building Theories

both Emic and Etic

Both 1deaographic (rich, specific
findings)

and Nomothetic

(generalised, but only back to the
case and its propositions, not to the
"ooDulation"!

Case Study/ Ethnographic approach

Test understanding though dialogue?

Reference
Easterby-Smith, Thorpe and Lowe

(1991)

Easterby-Smith, Thorpe and Lowe
(1991)

Nachmias and Nachmias (1982)

Phillips and Pugh (1987)

Easterby-Smith, Thorpe and Lowe
(1991)

Easterby-Smith, Thorpe and Lowe
(1991)

Pelto and Pelto (1978)

Pelto and Pelto (1978)

Easterby-Smith, Thorpe and Lowe
(1991)

Popper (1959)

The previous sections have outlined the foundations of the research design. This section
describes the research method, explaining why the method was chosen, and how it was applied
within the overall research design. Decisions about design included the following:

* A phenomenological research philosophy was to be applied.
* Application of a conceptual framework as a "way of seeing" but combined with a "theory-building"
approach
*  Pure/Applied Research
e Attempts to understand the situation from the "inside" through participation, whilst retaining
sufficient detachment to allow judgement and self-criticism.

* A longitudinal study involving a small number of organisations in depth.

Yin (1993) outlines the following research methods in social sciences:

*  Surveys
e Experiments
*  Quantitative Analysis of Archives

e Historiography

Case Studies

Surveys tend to be used in cross-sectional research. The relevant concepts must be sufficiently
operationalised to allow straightforward questions and later quantitative analysis.

Experiments tend to follow the positivist philosophy and require predetermined hypotheses.
Quantitative analysis of archives and historiography are not appropriate to this study, partly
because the phenomena are too recent to be supported by archive evidence, but also because it

would not be possible to achieve the appropriate level of access and understanding from archive

data.
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Yin suggests that case studies are appropriate where investigators wish to (a) define topics
broadly, (b) cover contextual conditions and not just the phenomena of the study and (c) rely on
multiple sources of evidence. The current study fits all these criteria. Yin also contrasts the case
study approach with ethnography, but this distinction seems a false one. Yin's view of a case
study is specifically within a positivist paradigm. Much social science research has been carried
out as case studies using an ethnographic methodology. Indeed, much ethnographic research
work could be classified as case studies. * °

Taking the opportunity to use a role as a consultant in order to gain access to organisations and
carry out longitudinal research is a practice that has been followed by many:

“It appears to be more a rule than an exception that the researcher has gained access to his data in his
role as a consultant rather than a researcher....It is probably easier — if not completely problem-free — to
approach these (cultural and symbolic) phenomena by participating (as a consultant or a member of the
organisation) in the organisation in question over a relatively long period of time, To be close to the
empirical object is of vital importance.” Alvesson and Berg (1992) pp50, 51

Easterby-Smith, Thorpe and Lowe (1991) add interviews, participant observation, diary records
and questionnaires as further methods. Of the potential research methods considered, a case
study approach using ethnographic methods seemed particularly appropriate.

This is an a;iﬁrodpriate point to make some further comments on my choice of ethnography as a
research method.

There are almost as many definitions of ethnography as there are books on the subject. Some of
the principles are detailed in the Table 10, above. In the limited space available here, I can only
give a flavour.

Ethnography “... originally developed out of the “strange tales of faraway places” of early
Social Anthropology [and was] adapted for sociological employ through the “naturalistic
stance” of the Chicago School.” (Crabtree (2000)). It consists “in its most characteristic form”
in “participating overtly or covertly in people’s daily lives for an extended period of time,
watching what happens, listening to what is said... in fact, collecting whatever data are
available to throw light on the issues that are the focus of the research.” (Hammersley and
Atkinson, (1995) p2)"°

In Chapter 4, I outlined three specific arguments or principles underlying my research:

1. We should be researching the actions of fully-human men and women
2. Who are embedded in a living, biological, creatural world
3. We should recognise the importance of such research for the survival of the human species

I also emphasised my intention to position the inquiry within a participatory world-view, which
moved away from the subject-object position of much orthodox management research. We
should now consider if, as a research method, ethnography supports these aims.

In many works of ethnography “the epistemological aim is to braid the knower with the known”
(Van Maanen (1988, p81). The observer is not considered a detached external observer of
events but more commonly as an embedded participant in them. As a consequence, an
ethnographic account is both “essentially contestable” and “intrinsically incomplete” (Geertz
(1973) p29). For an ethnographer “ultimately the reason for selecting one methodological
approach over another is an issue of aesthetic choice [one might say of quality], involved more
with what a researcher desires to study than with how he or she will do it. These choices involve
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a perception not only of what is “beauty” but of the “truth” underlying it” (Rosen (1991)). And
furthermore:

“Ethnography is the only human activity in the social sciences. As a method it is not divorced from the
modes of experience that I consider human, that is, not divorced from my “reality”. It is therefore one
of the few ways of doing research that speaks the “truth” as I understand it.” Kunda (1986)

and

“[Ethnography] is grounded in the everyday reality of the people it studies” (Linstead (1997))"*

This recognition of ethnography as a qualitative, reflexive, participative process suggests that it
is an appropriate choice of research method within the context of my research agenda,
philosophy and design.

My research questions related to roles, relationships and culture. Ethnography as an approach
has addressed these issues in a number of settings over a considerable time.

We all think we know what we mean by culture, but ethnographers talk about it in different, and
interesting, ways:

"Culture is simply a convenient way of describing the sum of learned knowledge and skills that
distinguishes one community from another" (Lewis (1976))

"(Culture is..) created out of the flow of human life and human relations.... something mutable and
metamorphic" (Carrithers (1992))

In an organisational setting this means that

"Culture is something an organisation is not something it has."(Jermier (1991))
"Culture is created by the human capacxty for "sociality", our ability to "track a complex flow of social
interaction" (Carrithers (1992) p177. )

Within this context, ethnographic thinking has been described as " The subtle skills of opening
ourselves to others" (Carrithers (1992) p177), in that it involves the researcher in learning and
understanding what is initially a "foreign" process of social interaction. The learning process
starts with "unlearning” the preconceptions and assumptions of ones own "culture". There is an
established tradition of ethnographic practice in management research:

“The process of developing an understanding of the "complex flows of social interaction" requires that
the ethnographer joins the relevant community for a period, but not as a "full member"”:
(Dalton (1959))

"The ethnographer does not have to be a competent burglar, or prostitute or policeman in order to
deliver competent ethnographies of work, life and crime...... What is required is neither full membership
nor competence, but the ability to give voice to that experience" Pearson (1993)

The research process involves taking detailed notes of observations and experiences in the
"field". It is not normally possible to determine which information is useful or relevant at the
start of the research. A range of methods can be used to elicit concepts and meanings from
observations. Methods often used in analysis of ethnographic “data” are often related to
"Grounded Theory" (Glaser and Strauss (1967)).

Summary

The research design for the Thesis was exploratory, using a broad conceptual framework. It was
a mixture of “pure” and “applied” research. The organisations were researched in a longitudinal
study, each over two years (four years in total) using ethnographic methods.
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Endnotes

! Quoted in Calvin (1997)

2 Some insights into the environment in which I was working can be gained from the ethnographic accounts themselves (Chapter 8)

3 This originally related to the distinction between history and science. Some anthropologists have used this distinction.

4 From Pike (1956, 1976) and Goodenough (1956)

5 My rescarch contains little quantitative analysis. The reasoning for this is explained in later Chapters, and is crucial to the
philosophical position I have taken in the rescarch.

6 T notc in passing how difficult it is difficult to avoid positivist language (“truc paradox”) in a world influenced by centusies of
positivist thought.

From this position, the obsession in the social sciences for verification or falsification of hypotheses becomes faintly ridiculous,
whercas the alternative emerges as challenging yet noble. Maturana coined a good phrase for 1t: “putting objectivity in parenthesis”.
(Maturana, H (1988) Ontology of Observing, Conference Workbook Texts in Cybernetics, American Society for Cybernetics
Confcrence, Felton, CA October 12-13, 1988)

8 Yin outlines three types of Case Study: exploratory, descriptive and causal. Exploratory case studies are often "pilots”, causal case
studics are aimed at providing direct link between phenomena (although it may not be possible to "explain” the causality). A
descriptive case study provides "a complete description of a phenomenon within its context”. This latter type is closest to
cthnography and has some similaritics to my planned method. However, within Yin's definitions, the elements of shared discovery
and theory-building are missing.

? Yin's taxonomy, above, is based on Ietterman (1989)

' "I'his quote is very much from the perspective of a Social Anthropologist, and is the position from which I base my inquiry.
Hammersley and Atkinson add that ... we would not want to make any hard-and-fast distinction between ethnography and other
sorts of qualitative inquiry”

I usc the term “cthnography”, not “cthnomethodology”. This is deliberate. Whilst ethnomethodology has some common ground
with cthnography, I understand cthnomethodology to be more narrowly defined, as: “an cthnoscience that studies the methods used
in an identifiable range of native activities” (.ynn (2002) interpreting Garfinkel (1967))

12 Whilst Schein observed that culture is “the way we do things around her”, his more recent work acknowledges that this is merely
the tip of the iceberg. Surviving in a culture requires a deeper knowing (Schein (1999))

100



SECTION 3: RESEARCH OBJECTIVES/APPROACH - CHAPTER SEVEN: FIELDWORK

CHAPTER SEVEN:
FIELDWORK AND DEVELOPMENT OF THE ETHNOGRAPHIC ACCOUNTS

Introduction

“When I was a young student in London I thought I should get a few tips from experienced
fieldworkers before setting out [on my field research]. I first sought advice from Westermarck. All I
got from him was “don’t converse with an informant for more than twenty minutes because if you
aren’t bored by then, he will be.” Very good advice if somewhat inadequate. I sought instruction from
Haddon, a man foremost in field research. He told me it was really quite simple; one should always
behave like a gentleman. Also very good advice. My teacher Seligman told me to take ten grains of
quinine every night and to keep off the women. The famous Egyptologist, Sir Flanders Petrie, just
told me not to bother about drinking dirty water as one soon became immune to it. Finally I asked
Malinowsli, and was told not to be a bloody fool.” Evans-Pritchard on how he learned fieldwork."

Researcher and Resources

I worked in the electronics industry for fifteen years in supply chain management and
operations roles, followed by eight years in consulting. As a consultant, I have worked with
people in large organisations who are tackling strategic issues. Being a consultant brings the
advantage of access, but also some disadvantages: There are typically complex political
considerations, and not all managers welcome consultants with open arms.

I have gradually come to the view that a good management consultant is an industrial
anthropologist, and I offer the following description of fieldwork in support:

“An ideal participant observer is able to see himself as an educated and highly intelligent adult, and,
simultaneously, as a ludicrous tenderfoot or Schlemiel ... He is able to accept the laughter and ridicule
of his hosts as instructive, not because he is saintly in nature, but because making fun of improper or
incorrect behaviour is an ancient if painful method of pedagogy. He is also able to live with a sense of
his own dangerousness, that is, the knowledge that any of the words or deeds which he considers
natural or well intentioned may be interpreted by his hosts as hostile or insulting. Further, he is able, for
weeks or months, to function like a sane and reasonable being in a situation which, for him, is largely
without pattern or structure. He does not know whom he can trust, or whom he can trust about what, or,
indeed, if he can trust anyone about anything at all. He may find, not once, but repeatedly, that he has
been misled, cheated, exploited, or blackmailed, and that, in addition, “the community” knows all
about this and is laughing at him. In the last case, if he is a really sterling participant observer he will be
able to shake himself, laugh, and realise that slowly but surely he is learning to stay out of trouble.”
(Wax (1971))

This passage works equally well with “management consultant” replacing “participant
observer”.

There were other resources available to me during the research process, including advice and
guidance from my supervisor, Professor Lamming, and various members of the Centre for
Research in Strategic Purchasing and Supply, who I have thanked elsewhere. I also attended
and presented at several relevant conferences (IPSERA, IMP).

I was initially concerned about my lack of previous experience in ethnography. I read
extensively on the subject, both on the practice of fieldwork and the field accounts themselves
(see bibliography). I also spoke to some academics at the University of Bath who had an interest
in ethnography. Later, when the research was almost complete, I found some excellent advice
on the website of the Sociology Department at Lancaster University:
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“DO NOT READ METHODOLOGY BOOKS

Ethnography is not an esoteric procedure, nor is it searching for things that are hard to find. This is why
we recommend that you do not read methodology books prior to doing ethnography. This will only make
you worry about the fact that whatever you find will not fit the theories. You will not be able to satisfy
the methodological requirements set out in such books. The method is, however, rather more than simply
hanging around. The method seeks to preserve and portray the variety of activities and interactions that
comprise the “workaday” of working life, and the ways in which these are understood and accomplished
by those who do the work. [The objective is] uncovering the sociality of work.”

“Uncovering the sociality of work™: so that’s what I was doing! This would have been useful
advice if only I had read it a few years earlier.

Choice of Research Field

The choice of organisations to research seemed important, particularly since the study was to be
longitudinal: I read much about the criteria for selection of organisations for ethnographic
studies.

However, I can now speak from experience and state that there is one single overriding
consideration: access. As Linstead (1997) points out, you cannot investigate the Azande two
days a week, and this is equally true of urban anthropology. Most of the best ethnographic
accounts found their subjects through happenstance, from Foote-Wyte’s street gangs
(Cornerville was close to Harvard), to Bateson’s Naven (a chance meeting on a train with
Haddon, who was interested in New Guinea), to the contemporary ethnographies of Rosen (who
is both a member of the New York business elite and an ethnographer of them). If one is
fortunate enough to be able to spend long periods of time with a group of people, and at the
same time one is interested in taking advantage of this opportunity to capture (albeit
subjectively) the workaday of everyday life, then there is the potential to do ethnography.

In my case, happenstance offered up two large organisations, along with the opportunity to
spend an unlimited amount of time with them over a period of four years. I still had to do a very
difficult day-job at the same time, but at least this gave me a legitimate excuse for being there.

Informers and Gatekeepers

In anthropology, emphasis is often placed on the identification of key contacts in the
community being researched. These people can help in interpreting what is happening, give
hints on where to look, make introductions and generally be a friend and supporter of the
researcher. Again, the parallel with consultancy is clear. I did seek out and use such people,
often for the even more pressing priority of getting the consultancy job done, but to some extent
they fulfilled both roles. In the ethnographic accounts which follow later, some of these
informers and gatekeepers feature, but I have not explicitly identified them.

The Collection and Interpretation of '"Data"

“Each time [the anthropologist] returns from the living sources of his knowledge to that which operates
in him as a means of understanding, he spontaneously makes philosophy.” * Merleau Ponty (1960)

A number of references were studied for guidance in the process of data collection and ana1y31s
On the subject of case study research, I found Stake (1995) particularly helpful . In gaining a
better understanding of the challenges of analysing qualitative data, Dey (1993) offered useful
advice. Tesch (1991) in a review of qualitative research methods, notes that these fall into three
broad categories as shown in Fig (27).
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Fig (27) Approaches to Qualitative Research

(Tesch (1991))
Language-Based
Approaches
The use o flanguage
Howpeople communicate and
make sense o finteractions
Descriptive/Interpretive Theory-Buildmg
Approaches Approaches
Identifying connections
between social phenomena
Providing thorough
descriptions of How events are structured

socialphenomena, including
their meaning to
those who experience them How participants
define situations

Some research methods are aimed at gaining an understanding of social situations by analysis of
the use of language. Such approaches would include the "cognitive anthropologists", who study
the use of language in the research field to gain insights into the way people form concepts.

A second type of method involves description, and would include the detailed field notes and
descriptive output of much ethnographic research. Tesch's final category is theory-building,
which is more interested in building links between concepts”.

My own primary interests overlap between two ofthese categories - theory-building and
descriptive. I am interested in the way the participants use language, but only in so far as it
supports my efforts in description and theory-building.

Dey (1993) suggests that the process of collecting and analysing data can be considered as a
cycle, as shown in Fig (28). Only by participating, reflecting and describing, are we able to
become familiar with social "data", eventually leading to sufficient insight to attempt some
initial classifications and links.
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Fig (28) The Process of Qualitative Analysis

Describe

'Thefirst step in qualitative analysis
is to develop a thorough descriptbn
o fthe phenomenon under study. "

as classificatbns and connections
are developed these can be applied
or tested on new observations. Our
descriptions are influenced (enlightened?)
by ourgrowing understanding.

Classify
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understandingfrom detailed
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Connect reflectbn, it becomespossible
P

As we become morefamiliar with to develop some .cbssiﬁc.ation

the data it ispossible to see "links" o fobservatbns into various

between different categories o fdata . concepis.

These may be conceptual associations,
or couldrelate to actbns and outcomes.

The slow process of gaining understanding informs subsequent observations, making the
process a "spiral" rather than a cycle (Fig (29)). Classifications and links are then modified as
the understanding develops.

Fig (29) The Process of Qualitative Data Analysis
Based on Dey (1993)

Account
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Data *
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Observation and Description

Dey (1993) describes a "bit" of qualitative data as "a ripple in the flow of'experience". This is in
keeping with Carrithers description of human sociality, quoted earlier - " the ability to track a
complex flow of social interaction". So, in carrying out qualitative research we are trying to use
our entire analytical potential. But our perceptions are not explicit, and we arrive at them by
incorporating a range oftacit knowledge, including our previous experiences. All our
perceptions of events are unique. The process of description can be presented graphically as
shown in Fig (30).

Dey emphasises that in describing any event it is important to capture relevant details ofthe
context, without which the meaning might be lost or misinterpreted. The intentions ofthe
participants need to be understood as much as possible, although this will always be a
compromise, since true intentions may not be disclosed, or may be subconscious. Also
important is the process or time perspective ofthe observation. There may be phases of social
action. The observations could relate to parts ofa wider change process.

Fig (30) The Process of Description in Case Study Research
Adapted and Developed from Dey (1993) p32

the flojw ofexperience
An Event ...the flow ofexperience.

An Observation of an Event:
A concept -laden abstraction
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With regard to the practicalities of collecting field “data”, I found advice in Hammersley (1990)
useful. Throughout the fieldwork, I maintained three separate but related journals as follows:

Field Notes

There were collections of “raw” observations, notes of conversations, correspondence, anything which
I collected in the hope, rather than the expectation, that it might be useful later. It is in the nature of
much ethnographic work that you do not know what is going to be useful during the time when you are
in the field. Notes were structured into headings which provided a checklist for significant information,
such as space, actors, actions, events, time, intentions and feelings.

Analytic Notes

Hammersley suggested a separate journal for emerging ideas of analysis of the data. For a long time
this journal was quite empty. Much of the interpretation of the field experiences emerged later, during
various phases of writing up the ethnographic accounts

Field Journal

This a personal diary for capturing personal thoughts and reflections.

Monaghan and Just (2000) point out that ethnography is often at its best when capturing
unexpected or idiosyncratic events. I was therefore particular keen to capture experiences which
were uncomfortable, thought-provoking or dramatic. My note-taking was copious, in the hope
of achieving what Geertz (1973) calls “thick description”, but I was never sure if I was noting
the right things. I tried to remind myself of Linstead’s (1997) characterisation of urban
anthropology: “Rather than taking the strange and applying it to the familiar, it treats the
familiar as though it were strange”: working as a management consultant, this is not so difficult
— client environments always remain partially alien, no matter how hard one tries to fit in.

Note taking was often not possible at the time an event was taking place and had to be done as
soon afterward as possible: during a visit to the cloakroom, in the hotel room at night, on the
back of a menu during dinner, or in the back of a taxi.

"Giving Voice to the Experience" — Presentation and Interpretation of Ethnographic
Accounts

"If we wish to understand the deepest and most universal of human experiences, if we wish our work to
be faithful to the lived experiences of people, ......if we wish to use our privileges and skills to empower
the people we study, then we should value the narrative." (Richardson (1999))

Narrative is important in ethnography. Whilst many have stressed the differences between a
case study report and a novel, Davis (1974) established a number of thematic parallels between
classic works of fiction and ethnographic accounts. Some of the most successful and
academically respectable accounts have drawn on a wide range of influences from classic
fictional literature, vivid imagery, metaphor and dramaturgy. As a result ethnographic accounts
are often idiosyncratic and occasionally captivating:® I enjoyed reading a range of ethnographic
accounts including Geertz (1973), Talcott Parsons (Camic (1991), Malinowski (1922, 1945),
Bateson (1936), Hall (1976), Evans-Pritchard (1940) and Mead (1962). Particularly influential
in helping me to apply ethnography to management were Watson (1996, 2000) and Rosen
(1991).

In trying to create my own particular ethnographic accounts, I did get something of the feeling
of being a pioneer. Linstead (1997) notes that social anthropology “is clearly the furthest
advanced in taking postmodern ideas about the representation of truth and knowledge seriously”
but notes that in regard to the ethnographic study of management “where the participation is
total the involvement with management is partial, and where the involvement with management
is total the participation is partial”. This, then, is a claim for the uniqueness of my research: the
participation and the involvement with management were both total.
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Back to narrative. Van Maanen (1988) categorised ethnographic accounts as follows:

Realist Tales

"A rather matter-of-fact, direct portrait"

Confessional Tales

"Focus far more on the fieldworker than on the case"

Impressionist Tales

"Personalised accounts of fieeting moments of fieldwork case in dramatic form"

I have tried not to be too self-absorbed in the tales, but I am present on the page. The field
accounts are not objective statements of fact, and should not be read as such: “Anthropology has
been the first field to thoroughly explore the consequences of treating its researches as
representations rather than taken for granted truisms” (Linstead (1997)). In fact, as Bruner
(1986) points out, a narrative without the coexistence of multiple interpretations, is not a
narrative at all. The ethnographic text is no more than a potential catalyst for the creation of
many potential meanings. As Bakhtin (1981)” puts it, meaning is created in an interplay
between text and reader, through which a borderzone of co-created meaning emerges.

Geertz notes that all ethnographic texts are fictions: They are fictions in the sense of “something
made” or “something fashioned” (Geertz 1973 p14). They are offered in the knowledge that
they are both subjectively presented and will be subjectively read and interpreted. I have been
careful to reveal “the hand of the puppeteer” (Watson (1995)) in the narratives presented here.

What of my own interpretations of the field accounts? These are offered in Chapter 10. Fora
moment, let us think of my interpretations as an attempt at explanation. Gregory Bateson (1979,
p82) has some interesting things to say about explanation. Explanation, he reminds us, is strictly
nothing more than the mapping of a description onto a tautology. A pure description would be a
collection of facts, but without any means of connecting them together. A tautology is simply a
rather formal set of propositions which are closely linked to each other: A tautology exists in its
own little theoretical world, where there exists no other propositions other than the ones linked
together in this particular tautology. The tautology itself “contains no information whatsoever”,
whilst “description contains information but no logic”. Bateson continues:

“Now, an explanation is a mapping of the pieces of a description onto a tautology, and an explanation
becomes acceptable to the degree that you are willing to accept the links of the tautology... It is always
a matter of faith, imagination, trust, rigidity, and so on... of you and me.”

So any explanation is an action of belief, or faith. My own explanation of my field experiences
in Chapter 10 is therefore a leap of faith, and so is an explanation reached by any reader of this
thesis. Whether we agree on our interpretations of the field experiences is not crucially
important, since as Bruner says:

“A good story and a well-formed argument are of different natural kinds...arguments convince one of
their truth, stories of their lifelikeness” Bruner, 1986 p11
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Summary

“An ethnographer is one who, on the basis of explicitly stated theories about [humanity] and social
organisation, develops... questions in a manner which makes them investigable in a range of cultures”
Birdwhistell (Brockman (1980), p114)

It is important to note that an ethnographer is far more concerned about development of
appropriate questions than about answers. This position is crucially important to the philosophy
applied in this Thesis.

Hammersley (1990) suggests that ethnographic accounts should be evaluated against two
criteria:

Validity: Are the claims made plausible? How credible is the author's judgement in the
matters concerned?

Relevance: Are the research findings of relevance to issues of social/public/business concern?
Do the findings have relevance for future practice?

Since such evaluations are necessarily subjective, I can but throw myself at the feet of my
examiners.
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Endnotes

' (jted in www.dourish.com/quotcs.html (and also on Lancaster University’s website)
2 http://www.comp.lancs.ac.uk/sociolof>y'/AS(Xi/I landbook/Practical.html
3 Merleau Ponty actually said sociologist rather than anthropologist, but the connection is close and borne out by other
anthropologists
It was helpful because it took a more phenomenological approach than Yin (1993).
All three approaches relate to theory. The "theory-building" category seems more related to "meta-theor)'".
For examples see 1lobbs and May (1993), Frost et al (eds) (1991)
7 Bakhtin (1981)
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CHAPTER EIGHT: TALES FROM THE FIELD

Introduction

“How could human behaviour be described? Surely only by sketching the actions of a variety of
humans as they are all mixed up together. What determines our judgement, our concepts and reactions,
is not what one [person] is doing now, an individual action, but the whole hurly-burly of human
actions, the background against which we see any action” Wittgenstein (1922)

This chapter presents a series of field tales: “concept laden abstractions from the flow of
experience”. The tales are subjective narratives, not objective “data”. They offer perspectives
and opportunities for insight into supply chain theory. The Tales are drawn from four years of
fieldwork between 1997 and 2000, with one “follow-up” postscript from 2003. The Tales
address two longitudinal ethnographic experiences, where I lived amongst the cultures, first of
Global Corp, and then the Ministry of Defence, full-time, each for two years. Some names and
details have been changed for reasons of confidentiality.

As a management consultant, I was in many respects a genuine ethnographer, since I was both
part of these cultures and yet remained an “outsider”. Interpretation of the narratives begins in
Chapter 10.

Field 1: Global Corporation
Context and Timeline

These tales take place between 1997 and 1998 in a large UK plc with operations worldwide.
The context is a supply chain consulting project.

Tales

Board Room, Trafalgar Square

March 1997, mid-afternoon. Cockspur Street, just off Trafalgar square. Offices of Global Corp.,
an FTSE 100 multinational. A neo-Georgian building, quite grand.

The Chief Executive’s PA ushers us into the office, takes orders for tea and coffee and reassures
us that “Chris and David will be along in a few minutes.”

Chris Cook’s office fits all the major company clichés. It is located on the top floor of the
building and has a huge circular window with panoramic views across London. A large antique
desk and leather bound chair are placed by the window. Original oil paintings decorate the
wood-panelled walls. The room is large enough to accommodate about twenty people, but is
unmistakably Chris’s domain. In the centre of the room is a large table with eight chairs, also
antique. The furniture probably dates back to the founding of the company over a hundred years
ago. To the side of the room is an antique drinks cabinet, fully stocked and with fine crystal. I
surmise that it is not purely for display.

I am there with Ted Watson, who is the KPWC Audit partner for Global. Ted has known Chris
for decades. Since he was a humble audit accountant and Chris was a production supervisor.
They’ve both got something to celebrate. Chris has been promoted recently to Chief Exec
(from COO) and Ted has become head of KPWC Audit in the UK. They probably have quite a
few tales to tell about each other. Ted has always courted controversy, his outrageous behaviour
fortunately being compensated by spectacular talent, and since Chris and Ted are pals, it is
certain that they will have got into some embarrassing scrapes together.
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For some reason, Ted, has taken me under his wing recently. Partly, perhaps, because he sees
me as a bit of a rough diamond like himself. Maybe it’s because we’re both working class lads
from Stoke. Then again, it could be because of purchasing. I’ve spent considerable time and
energy persuading Ted of the value of selling purchasing as a consultancy service to clients.
Bottom line benefits. Return on investment. Accountants catch onto this stuff pretty quickly.

Also in the room are two more KPWC consultants. Peter Leather is our HR guru, and Peter
Scott is the Finance expert.

Basically, the context of the meeting goes something like this. Ted wants Chris to buy some
consultancy. Ted has tried to get Chris to tell him where he needs help, but Chris doesn’t want
to make it that easy for him. Instead, he has set us a challenge to come and tell him what we can
offer, and if he likes it, he’ll buy it.

The coffee arrives in china cups on a silver tray. We wait a little longer.

David Healy arrives, alone. David is Chris’s right hand man. His job title is Strategy Director,
but in essence he is Chris’s fixer, his eyes and ears and his detail and implementation man.
Most Chief Execs have one. But there’s no sign of Chris.

David shakes our hands and sits down. He is a small man with piercing eyes. Businesslike, with
a determined manner. It is immediately obvious that he is not going to waste a moment.

“Chris has been delayed. Let’s start.” Says David.

First on is Peter Leather. Peter talks about team building, culture change, recognition. It’s pretty
obvious that David is losing interest rapidly. David lets Peter continue for about ten minutes,
and then cuts him short.

“I don’t think that this is something that we are interested in doing at the moment, Peter, thank
you.”

Next on our schedule is Peter Scott. Peter has prepared some materials on benchmarking the
finance function. I feel slightly sorry for him. David has a finance background. This is going to
be like trying to sell granny on how to suck eggs.

Sure enough, David gives him a hard time. And since Finance is David’s home territory, some
of the challenges hit home. Peter struggles through his presentation. You can see that he would
rather be somewhere else.

Just as Peter finishes his spiel and sits down, Chris Cook enter the room.
Chris is a huge man, both in height and width. He is clutching a large cigar.

“Have we got on to the purchasing presentation yet?” He says, in a loud deep voice,
immediately commanding the room.

“No”, says David, “but we are just about to.”
Chris sits down, rapidly shaking hands as he does.
So, it’s my turn. I stand up and launch into it. Ted has helped me to prepare.

My slides are pretty short and to the point. The first one says: “Ten million dollars. Five
months.” Nothing else. Chris looks interested. So does David.
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The next slide is a picture of the US, showing the locations of their twelve electronics plants.

“You’ve grown this business in the US through acquisition. All these sites buy the same things.
Completely independently. You can’t possibly be getting the best deals”

This is not a guess on my part. We are their auditors. We know that this is a fact.

I move on to some more detail about why they need our help to do this, that we’ve done it
before. It’s mostly common sense, but it’s also a lot of work. Chris and David are now fully
engaged. Eyes lit up. Asking questions, considering possibilities.

Ten minutes in, Chris asks: “How much would a project like this cost?”

I glance at Ted. This is a good question, and one Ted and I had omitted to discuss. Trying to
keep my expression blank, I say “About a million dollars.” I’m hoping that a return of ten
million on an expenditure of one, will look compelling.

At this stage, Ted is trying hard not to smile. The two Peters look dumbstruck. In ten years in
consulting neither of them has ever seen anything like this before.

Then the conversation takes an unexpected turn.

Chris says to David: “Why should we just do this in the electronics division? The rest of the
business is not much better at purchasing.” The two of them debate this for a couple of minutes
and come to the conclusion that the electronics division would be a good place to start.

Chris looks me hard in the eye: “Are you sure you can do this”.

I try to give him my most confident look back: “Yes, I’m sure”. Suddenly the stakes have been
raised.

Chris draws the meeting to a close. “We’re interested in the purchasing. We’ll need a proposal,
of course.”

Joe’s Golf Clubs

August 1997, Minneapolis, USA. Afternoon. Offices of the Electronics Division of Global
Corp.

We have set up our project office in the room next door to the purchasing department at Allied
Circuits, one of three Global Corp companies in the Minneapolis area. “‘We” are myself, Adam
Bennett, thirty, a diligent and friendly mancunian and Robert Gotto, twenty-five, a bright
Cambridge educated engineer, an attentive worker and one of the wildest party animals I have
ever met.

Next door is the domain and power base of Joe Reiner, Materials Director, Allied Circuits.
Before the company was acquired by Global, Joe was one of the owners of the business. I
expect he made a tidy sum. He probably doesn’t need to work. Joe is in his mid-fifties, a little
overweight, with a bushy moustache. He has Germanic/Scandinavian features, quite common in
this part of the US. His demeanour is avuncular and he seems popular around the place.
Everyone knows that Joe can come up with tickets to football and baseball games, concerts,
pretty much anything, courtesy of the suppliers.

Joe’s approach to managing purchasing is a little unusual. It seems to be a mix of a small
amount of the occasionally radical, even brilliant, but with a sizeable proportion of “could do
better”. Here’s an example of the potentially brilliant. One day, I was talking to Joe about drills.
The plant makes printed circuit boards, and to produce one of these boards, hundreds of tiny
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holes have to be drilled. The drills which do this come in dozens of different sizes. They have to
be stored and looked after. The correct quantities need to be held in stock. They are used in an
automated production process, fitted to robot arms. They have to be fitted to the robot arms
carefully. The drills need to be re-sharpened regularly or they will break. A drill breakage is bad
news, since it means an expensive circuit board has to be scrapped. Joe described how he
tackled this situation:

“I got thinking about this, see, and I realised that we don’t want to buy drills. What we need is
holes, not drills. So I got to thinking about how we could buy holes.”

So this led Joe to a different arrangement with the supplier. Joe has turned over every aspect of
looking after the drills to the supplier. The supplier manages the stock of the drills. The supplier
checks the drills and sends them off for re-sharpening when necessary. The supplier’s staff even
load the drills onto the robot arms in the production process. Now, this way of thinking makes a
lot of sense. Define what the value is to your company and pay the supplier for the value
delivered. I was sure that now, under the new arrangement, Joe would be paying the supplier a
price per good hole successfully drilled. In fact I believe that this is the principle that Joe was
aiming at when he described it to me. But when I looked into the detail, this was not happening.
Joe is still paying a price to buy a drill, and another price to store it and re-sharpen it. The whole
process of paying for drills is even more complicated than it was before, and more difficult to
check.

So. A great idea but not quite followed through to a logical conclusion.

I found the same in the plating process. The concept was “price per square foot” (of good,
plated board), but the payment loop did not entirely follow this logic.

But let’s get back to the situation on this particular day. I have entered Joe’s domain, the
materials/purchasing office. Joe has four staff in his office, but their roles are entirely
administrative. None of them can tell me anything about prices, negotiations or contracts. They
have a rudimentary computer system, but purchase orders are all typed up from requisitions
produced by Joe.

It is an unusual day, because Joe is in the office. In the last month, this is only the second time I
have seen him in the office. On occasions when I have tried to find him, one of the
administrators, who also acts as his secretary will say: “Joe’s not in the office today”. No more
detail is ever offered. On occasions, I have pushed my luck and asked: “Could you tell me
where he is please?” to which the only answer I ever get is “He’s not in the office.”

I am sitting at one of the desks in the purchasing office, hoping to speak to Joe when he gets off
the phone. His office door is open slightly. Nobody else is around. It is 4:30 pm and the others
have gone home. I overhear a phone conversation between Joe and one of the current suppliers:

“Yea, we’ve got this purchasing project goin’ on right now, but don’t you worry, whatever
happens, you guys will continue to get my business.”

I’m sure that Joe has not heard me. I wait until I see him hang up and then stick my head round
the door and ask if I can see him for a minute. I have some questions for him about the
purchasing project. I decide not to mention the overheard phone conversation.

As I sit talking to him in his office I notice something strange. There are six full sets of golf
clubs in his office. In nice golf bags. All new and all identical. I find this rather distracting, but
decide not to talk about it. I remember hearing from another source that one of the main
suppliers takes the US chief executive and his board away for a week’s golfing holiday to the
Caribbean each year.
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“QOut of line, pal”

Spokane, Washington State, USA, October 1997. Offices and factory of Global Corp
Electronics Division.

Electronics companies spend a lot of money on “clean room supplies”. Clean rooms have
specially filtered and purified air, to avoid contamination of the electronic devices. People
working in the clean rooms have to wear special suits and gloves. The supply of these suits and
gloves turns out to be a big cost reduction opportunity for Global Corp. Our initial research
shows an opportunity of at least 30 percent, by selecting a single supplier across all the US
locations. This is worth several million dollars a year to Global Corp.

After more work, we narrow the search down to two potential short listed suppliers, and invite
each to a half-day session in Spokane. In the morning, we are meeting AGI, and in the
afternoon, Warner.

We have made it clear to the suppliers that we do not want them to make a presentation. They
have submitted bids, and the purpose of the meetings is to clarify the bids and obtain any
missing information or detail.

The purchasing director for the division is Jack Schultz. Jack has the build of a wrestler, six
feet seven inches tall and completely bald. In a previous career, he was a New Jersey cop. He
walks with a limp, and although I have never discussed it with him, I suspect this may be an
injury from his police days.

We greet AGI and take them into the meeting room. AGI are not currently a supplier, but are
keen and seem well prepared. As requested, they do not make a presentation. Jack questions
them pretty hard on some of the detail of their bid. They are able to answer. There are two
questions which they cannot answer, but they commit to a response in writing by the following
day.

In the afternoon, Warner arrive. They already supply one of Global’s sites (in Minneapolis). On
arrival, they launch into a presentation. This seems odd since we had specifically asked them
not to do so. The lights are dimmed and they talk us through a slide show, mostly giving
background about the company. At one point, I look across at Jack. Despite the poor light, I can
see that he has fallen asleep About half an hour later, the Warner team finish their pitch.
Fortunately, Jack regains consciousness just as the lights come back on. The Warner team ask
us if we have any questions about their bid. Jack says no.

I find myself in a quandary. We’ve asked AGI some tough questions about their bid. If we are
to be even handed in our selection, we need to ask Warner the same questions. But Jack shows
no intention of doing so. I think back to Joe Reiner’s phone conversation, which I overheard
some time ago back in Minneapolis. Joe had promised Warner they would get the business
whatever happened.

I decide to speak up. I ask Warner the same questions that Jack had asked AGI in the morning. I
know Jack will not be happy, but it seems the right thing to do.

Warner answer the questions. It’s time for a coffee break. Jack gestures to me to step outside.

We stand on the steps outside the building. Jack towers over me and glares. His huge head is
only six inches away from mine, but because of the height difference, I have to tilt my head
back to look up at him.
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Jack: “You were out of line in there, pal!”
Howard: “What do you mean?”

J: “I didn’t like the questions you were asking them. It’s not right, you were being too
aggressive!”

I’m thinking to myself, here is a huge guy, towering over me, glaring, looking like he’s about to
punch me, and he’s telling my that / was too aggressive....

H: “Jack. I only asked the same questions that you asked AGI this morning. I was just trying to
make sure the process was even-handed.”

J: “I don’t care. I’'m telling you, you were out of line!”

We both stand in silence for a few moments. I’'m still trying to figure out what is going on here.
Have I really stepped out of line, or is there something else going on? In a way, I certainly have
stepped out of line. I’m the consultant. It really isn’t my place to ask the supplier questions. And
yet, it is still bugging me. The whole situation, the incumbent supplier being promised they will
keep the business, the competitor being grilled, the incumbent supplier getting an easy ride. I
know I am not acting out of logic as I take up a new line of discussion with Jack:

H: “Jack, I want to talk to you about something else.”
J: “What?”

H: “We know from the bids that Warner’s prices are not competitive with AGI. I want you to
tell them that they have to improve their prices.”

J: “I’'m not doing that.”

H: “Jack, I’'m concerned that what is happening here is not a fair competition. I can’t close my
eyes to that. I won’t ignore it.”

Jack walks away. Joins the others in the coffee area. Me and my big mouth. Why didn’t I just let
them get on with it? Now I’ve upped the ante. Then again, Jack knows that I’m not bluffing. I
could — at least in theory — phone Chris Cook in Trafalgar Square and say I’m worried about
how the US guys place their business with suppliers.

Coffee break ends and we go back into the meeting room. The Warners guys start to wrap up
the discussions and pleasantries are exchanged. [ am waiting to see if Jack says anything about
the prices. Ten minutes pass. Fifteen. Bags are being packed. Farewells are being said. Then
Jack says:

“Guys. Before you go. Just one thing. Thanks for the presentation. But we are going to have to
have another meeting. These prices are not competitive. I need to ask you to look at them
again.”

Twenty-nine percent

January 1998, Global Corp offices, Minneapolis. Morning.

A key milestone in the purchasing project. The Chief Executive of the US division and his
operating board have arrived in Minneapolis for a presentation of progress.

As consultants, we aim to keep a low profile in events such as this. It’s important to get the
client people to make the presentations. That way, the CEO does not have to worry about
whether we are putting our “spin” on the message, or fiddling the figures. It also means that the
client people have to answer the awkward questions. We do our bit before hand, in coaching
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them in how to make the presentations and building up their confidence. Typically the people
doing the presentations have never met the CEO before or made presentations at this level.

We file into the audio visual room. Mike Booton, the CEQ, is already in there with four
members of his ops board. He’s British, fiftyish, dark haired and bushy browed. He’s sitting
near the centre of the room surrounded by his team, all Americans. The room is in lecture
theatre style with a podium, microphone and a large projection screen hooked up to the pc.

The first category to report is telecommunications, fixed and mobile. Isobel is leading this
category. She takes her place at the podium and describes the work which has been done. Her
final slide predicts and expected saving of 28.5 percent. Next is Andrew, who is leading the
transport and distribution team. The numbers are a bit more complex in this case, and more
questions are fielded about potential supplier changes. Andrew gets to a summary slide showing
the bottom line: 29 percent saving. Mark follows, describing progress with laminate materials.
There are some surprising points in Marks presentation. For example, he points out that most of
the laminate materials come from the Far East, and that the scheduling of deliveries is often a
problem. It turns out that the supplier often has to send the material to the US by air freight, but
has never tried to recover the substantial on-cost from these rush shipments. This is a sure sign
that the supplier is making a big profit margin. Mark wraps up, and the magic number is 29.3
percent.

By now, the audience has noticed this remarkable similarity in the savings numbers. I’'m just as
surprised as they are. We continue through another three categories and the trend continues.
Each saving figure comes out, more or less, at the 29 percent level. The Ops Board are amusing
themselves by trying to guess the exact figure before it appears on the screen.

Why is this? What is driving the similarity in results? These are big reductions, so it can hardly
be in the roundings. These numbers are not wild guesses, since they are based on quotations for
the combined business of the electronics division. Why should the market for — say —
telecommunications, show the same cost reduction opportunity as the market for distribution, or
raw materials?

Eventually, the cycle breaks. Duncan puts forward a twenty percent forecast for office supplies.
Morning after the night before

Minneapolis, March 1998, evening. A team night out at a Japanese restaurant. Mixed team of
KPWC and Global people. Me, Rob, Adam, Jack Schultz, Joe Reiner, Tim Kalien and Renee
Riggin.

It’s worth saying a few words about people in Minnesota. They are particularly conservative.
Polite, reserved, church-going. Minnesota people don’t tend to get excited. If someone from
Minnesota describes something as “not bad”, that’s about as close to ecstatic as they ever get.

We meet at the restaurant at 6pm. This is normal for weekday dinner in the mid-west. I’ve
noticed people get restless and uncomfortable if they are not eating by six. We Brits never got
used to this. We’d go out for dinner at 8pm, 9pm, 10pm. The restaurants would be empty and
the staff would treat us as if we must have been going through hell.

The Japanese restaurant that night is one of those places where the chef’s cooking is a
performing art, throwing knives around and chopping various ingredients at the table. We all
have a pretty good time. Rob is his usual life and soul of the party, with the rest of us struggling
to keep up with his antics.
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Minnesota people — in fact Americans in business situations in general — don’t drink much. But
Rob is the pacemaker, and is applying his tequila drinking technique to the Sake. The rest of us

try to keep up.

By 8.30pm the meal is finished and we are enjoying cocktails. Jack gets up to leave, clearly the
worse for wear. He forgets the step on the way out and almost falls over. We wave goodbye
loudly. Joe Reiner follows shortly after.

Having seen off the amateurs, the night is young and we are set for a serious evening. We’ve
been pretty frugal with the expense account so far, so we don’t see any problem with splashing
out a little tonight. We all have hotel rooms booked and no cars to drive, so its party time.

We catch a cab to a club in the trendy area of town. Renee tries to chat up the barman. Rob’s on
the tequila now, and the rest of us join him. Rob teaches me new techniques of tequila drinking
that involve salt and various parts of the female anatomy. We practise on complete strangers.

Eventually, we wend our way drunkenly back to our hotel. The hotel bar has a grand piano, on
which we attempt six-handed boogie whilst smoking cigars. Its well past midnight by now, and
the good law-abiding people of Minneapolis are all tucked up in bed.

One of us decides it would be a good idea to go to the hotel pool. The hotel is now deserted so
we have the pool completely to ourselves. We have no towels, and no swimming costumes, but
we have passed the point where this would be seen as a problem. Adam strips off and jumps in.
It looks like fun so the rest of us follow. Then we all crowd into the jacuzzi. We pass the time
fooling around in the pool. Fortunately, nobody drowns and a good time is had by all.
Eventually we get back into our clothes and stagger soggily to our respective hotel rooms.

The next morning. Headaches all round. But somehow the atmosphere between us and the
Global people has changed. The smiles are warmer. The offers to help are more forthcoming.
But the project is nearing its end. I find myself wishing that the previous evening had happened
some months earlier.

Would ten million dollars be OK?
June 1998. Spokane Washington. Morning.

I’ve been up half the night. It’s the end of the project and I have a meeting with Mike Carr, the
US Finance Director. Our consulting fees are mostly linked to the results of the project, and
today Mike will decide how much he is going to pay us.

I have spent hours preparing a detailed spreadsheet covering the savings achieved on each of
eleven categories. It shows the costs at the start of the project — the base point — and the final
outcome at the end of the project. In some cases the savings figure is easy to calculate and
justify, since the costs have changed, the new arrangements implemented and everything is
complete. In other cases the result is less clear-cut. For some categories, a number of offers have
been made, but the negotiations have not been finalised. In other cases, products and materials
need to be tested and approved before implementation can be completed. Overall, I would say
that a third of the savings are absolutely certain, and that the other two-thirds, whilst valid, have
some shades of grey — not about whether savings will be made, but about the exact savings
figure that will be achieved.

So, I am sitting in reception with copious notes and my detailed spreadsheet. I am nervous about
the meeting. It is the culmination of two years’ work. KPWC’s accountants back in the UK
have been giving me serious grief because the project has crossed a year-end and they have had
to book the project as a loss in the previous year. My reputation is on the line as well as a lot of
KPWC'’s cash.
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My spreadsheet is a text book version of a bargaining brief. I’ve considered every angle that
Mike could take on every issue. I’ve thought about the best concessions I could hope for and the
least I will agree to. I’ve thought in detail about how to demonstrate the value that has been
delivered by the project in each category. I have talked at length with everyone involved and
marshalled my arguments to support my case.

The receptionist tells me that Mike is ready. I walk down the corridor to his office. My heart is
pounding. Despite my preparation, Mike holds all the power in this discussion.

Mike greets me at his office door and waves me to a seat. He sits down opposite me:
“So, we need to talk about the savings and your fees”

Howard: “Yes”

M “I was thinking the savings figure is about $10 million dollars”

I hold back a sigh of relief. $10m was at the very top end of my expectations. I’m not sure I can
believe my luck.

H: “Well, that’s a little less than I had hoped, but let me see if I can get the bosses back in the
UK to agree to that.”

The meeting ends. We shake hands. Mike pours me a coffee.

Field 2: Ministry of Defence
Context and Timeline

The tales capture selected moments in a supply chain consulting project at the Ministry of
Defence. Most of the scenes take place between March 1999 and December 2000. A later scene
from 2003 adds further context.

Tales
“Well, thanks anyway”

March 1999, mid afternoon. Whitehall, London. A sprawling, baroque building, faced with
Portland stone, dating to 1903. It is known to all in the MOD as “Main Building”. The
atmosphere of the place suggests that WWII is still being fought. Austere décor, green
corridors and drab walls. You can almost smell the powdered egg and hear the air raid sirens.

The consultants are led into a large meeting room on the first floor. It is also decorated in pre-
war style. Dark wood and chandeliers. Traffic noise filters in from the big window. After
polite handshakes, we sit awkwardly where we are placed, in a line at one end of a large
mahogany table.

It has taken us six months, hundreds of pages of paperwork, and many hours of presentations, to
get to this meeting. When the MOD invited consultants to bid for “Consultancy support to
Future Defence Review Studies: Transforming the UK’s Defence Procurement”, every large
consulting firm in the UK, and many mid-sized ones, submitted bids. It has been, to use a
fitting metaphor, a “war of attrition”. Now we are on the shortlist, with only one other
competitor left in the battle: McBain and Company.

We know this to be the case. McBain have already been commissioned (without competition)
to write an initial review of defence procurement . Their findings were, not surprisingly, that
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major procurement projects were typically several years late and at least 20%

over budget. They observed that such projects had no clear customers, and that decisions were
taken (or more often, avoided) by committees. They found bureaucracy, delay and confusion.
Their report, at a cost of about £1m, suggested that the MOD should reduce the number of
phases in its project procurement process from nine to six. At no extra charge, they also
suggested names for each the six phases. The report proposed that MOD set up cross-functional
project teams for each major equipment procurement. These Integrated Project Teams (IPTs)
would own the procurement process, work closely with suppliers, and ensure that projects were
delivered on time and to budget. “Faster, better, cheaper” was the slogan. Whilst radical, by
MOD standards, the recommendations were not particularly new. The US Ministry of Defense
was already implementing something similar.

I am sitting_ at the far left of the table, nearest to the noisy window. My role is to be the
procurement expert. I have never worked in the MOD, but our proposal offers to introduce best
practice from industry. To my right the rest of the team are aligned. Quentin Maxwell-Jackson
(stern, crisp, early forties, and a New Zealander who has managed to acquire a polished,
English public school accent) has worked on various projects in MOD. Elizabeth Ransom
(forty-nine, with charm and presence, intellectual enough to get away with a slightly eccentric
air) is the senior partner of the team. She has a long track record with MOD and has managed to
win some supporters in high places. Fran Griffiths (mid-thirties, attractive, confident) is playing
the role of change management expert.

Our inquisitors are sat opposite, and at this point they introduce themselves. MOD people have
a strong preference for using initials rather than words, and so we have Commodore Nigel Gold
(MODPE), Nick White (DGMO)(Chair), Brig Liam Donan (MODPE), Colonel Paul Dorr
(DSCC), Brian White (AORPT) and Martin Andrews, Contracts. The service personnel are
wearing full uniform, including ribbons, making the civil servants and consultants look
unworthy. Those at the table are the main audience, but organised along the far wall, opposite
the window, is a group of observers to whom we are not introduced. It’s like being on the
centre court at Wimbledon, ready to make the first serve.

The formalities over, the inquisition begins. Each of us explains why we are here, our
experience and our role in the potential project. We are quizzed about particular items of detail
in our proposal. Quentin’s clipped tones cover some of the work he has done on Helicopter
Support and other, more sensitive projects. Elizabeth manages to do some gentle name-
dropping of those in high places to earn us some brownie points. I am in the middle of
explaining why I think I know something about procurement and how I can relate experience in
the private sector to the MOD, when the door flies open and an unexpected character joins the
scene.

Into the room ambles Bernard Brown, political advisor to the Secretary of State. He is in
shirtsleeves, a bearded, bulky man, rather untidy. His entry into the room is particularly
incongruous because he is carrying his lunch in both hands. He sits on the left hand side of the
table — neither with the uniforms nor with the consultants, but at right angles to us both. His
lunch is a cheese and onion sandwich and a packet of crisps. He says nothing. He starts to
munch on his sandwich. I continue my attempt to answer the question while hoping that my
jaw is not dropping too noticeably. I try to focus on Brig. Liam Conan, but out of the corner of
my eye I can see the crumbs falling from the sandwich. Some are lodged in Bernard’s beard,
others pepper the table top.

Five minutes further into the cross-examinations, Bernard, still with half a sandwich in his hand,
speaks. Actually he shouts:

“How can you people possibly believe that you have the credibility to make this project a

success! You do not have the political savvy, the gravitas, to make the changes happen. Only
McBain could do this project!”
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The military brass look mildly uncomfortable, as if they were not expecting this outburst
themselves. After all, if KPWC are patently not capable of doing the job, what are we doing on
the short-list, and what are we doing in main building? Any air of detached objectivity seems
about to be lost. The brass pick up where they had left off and continue to follow their list of
pre-prepared questions. Bernard’s tirade hangs in the air unanswered.

Commodore Gold takes his turn in the questioning. He alludes to the fact that not all the tens of
thousands of MOD employees involved in supply chain operations will welcome the changes
with open arms. He asks Fran to describe how we will address and deal with any resistance to
the changes.

Fran starts to explain, using a diagram she has brought with her. But it is only on A4 paper and
the long table means that it is not easy for the brass to see. Bernard looks unimpressed. He
mutters some words of doubt.

“Bernard, let me explain to you what I mean in a bit more detail.” says Fran.

She gets up from her seat, walks across to where Bernard is sitting and sits next to him. She
puts the paper on the desk, and sitting close by his side , begins to put in plain words her ideas
for managing the change.It’s a subtle thing, but she seems to be sitting closer than would
normally be appropriate in such a formal setting.It is as if she is speaking only to him. As if the
rest of the room is not there, only the brusque, overweight, rather scruffy political advisor and
the attractive management consultant. Bernard is clearly not comfortable. This was not the
response he was expecting. It is evidently not a typical experience for the brass either. I start to
wonder what on earth is going to happen next. Has Fran just blown it? Hardly, since Bernard’s
earlier outburst suggests we are just there to make up the numbers. It seems we have nothing to
lose.

Fran concludes her explanation with Bernard, but remains seated next to him. The brass resume
their list of questions. Bernard does not speak again. Is he in shock? Eventually he wanders out
of the room, apparently having lost interest, but the meeting continues.

We have been there for an hour and Nick Whitey (DGMO, Chair) starts to wrap up the
discussion. We shuffle our papers and put them away, smiling politely.

As we leave, the brass line up and shake our hands. They seem genuinely friendly in their
goodbyes, but we feel pessimistic..

As Commodore Gold shakes Elizabeth’s hand, he smiles and says:
“Well, thanks anyway.”

Questions in Parliament

April 1999. Mid-morning. KPWC offices in Dorset Rise, City of London. Typical offices of a
large accounting firm. A thirty foot high bronze statue of George and the Dragon stands outside.
Fifteen foot replica Grecian urns stand imposingly in reception. Lots of space, lots of shiny
metal, lots of glass. Oil paintings of the founding fathers, looking stern and Victorian, hang on
the walls next to this week’s chosen charity exhibit.

I am waiting with the other consultants in a ground floor meeting room for MOD DIPT to
arrive. DIPT stands for Directorate, Integrated Project Teams.

We pass the time by complaining about the new biscuit policy (we don’t get any unless and
until a client turns up). With me in the room are Owen Bull (leading the MOD project), Robert
Bolton (Leading the change management work with MOD), and Maryanne Matthews (Project
Office). Owen is short, fastidiously turned out, bright and cunning. Robert is creative,
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occasionally a little disorganised, and has cultivated that slightly swami-like persona of some
change management consultants. Maryanne is friendly, ambitious and a little pedantic.

DIPT arrives late as usual having been delayed in Main Building. They breeze in with the
minimum of formalities and are quickly followed by tea, coffee and the long-awaited biscuits.
Nigel Gold (Commodore, soon to be Rear Admiral) sits at head of the table, ready to commence
proceedings. His team spread themselves around, mingling with the consultants. Patrick
Beazley is a career civil servant, loyal, slightly dishevelled, fully conversant with more rules
than I could ever imagine. Colonel Andy Ashton is a bright acerbic Yorkshireman who rose
through the army ranks quickly. He has a low boredom threshold however, and this has made
the time between wars tiresome for him. Richard Jones is another civil servant, well travelled
and perhaps finding his current role less exciting than others.

As usual we wade through a long list of protocol and trivia. I am finding it difficult to pay
attention. However, I wake up when we reach the topic of “Industry Involvement”.

“In the previous phase of the project, the pilot phase, the level of industry involvement was
ninety percent. In this phase, industry involvement is only eighty percent.” Says Nigel.
“Howard, this needs to be improved quickly. What are you going to do about it?”

“Well, Nigel,” I say, trying to offer a measured and considered reply, “The IPTs are all at
different stages. We have twenty different teams covering a wide range of different equipment.
Some have not defined their requirements yet, whilst others are at the manufacturing stage. I
think we should help specific IPTs to develop their own individual strategies for industry
invollyement. They need to think about what kind of relationship they need with specific
suppliers.....”

“Howard, you are not listening to me. Industry involvement needs to be improved quickly.”

“But some of the IPTs are simply not ready for detailed discussions with suppliers. The people
in the teams are new to the job. Bringing industry members on to the teams before they are
ready could be risky. Putting it bluntly, they could get screwed.”

“I don’t want a debate about it. Industry involvement must be increased”

Nigel is not happy. We are clearly not seeing eye to eye on this matter. I’ve obviously not
done myself any favours, yet I feel that I have a valid point. I am genuinely concerned that
introducing supplier representatives into an IPT before it is ready could have negative
consequences. Having met many IPT members, I do not believe that they all possess the skills
needed to handle such situations, where many millions of pounds are at stake.

It would be a long time before Nigel forgave me for this argument, although it was only an hour
or so before I realised why Nigel was so concerned about the issue.

Truth to Tell

Morning, June, 1999: the Marriott Hotel, Huntingdon. The Trainers and Simulators Integrated
Project Team is holding an “industry day”. Key managers from the defence suppliers involved
in flight simulators used for training purposes have been invited. The IPT Leader is looking for
radical options to improve the cost/performance which the MOD obtains from its investment in
flight simulators. No option is to be ruled out. It may even be possible for Public Finance
Initiative arrangements to be set up, through which the equipment will be transferred to private
sector ownership and leased back to the RAF as required. Fifty representatives from the
defence suppliers are attending, plus twenty people from the MOD and several consultants who
are helping to facilitate the event.

At 7:30 am I am sitting in the hotel restaurant having breakfast. Behind me, but within earshot,
are managers from two major defence contractors. I overhear their conversation:
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“Steve, tell me, are you going to tell the truth at this thing?”
“No, are you?”

“No”

Hot House Flowers

December 1999, Larch, Abbey Wood, Bristol. The headquarters of the Defence Procurement
Agency, home to 6,000 MOD staff and one of the larges office complexes in Europe. Mid-
morning. A small and rather cramped ground floor office with four desks. Once a week the
office becomes the “hot house”. Consultants from sixty IPTs report progress into the hot house,
which is then consolidated into summary report, which goes to the senior people in the
Department, the Parliamentary Under Secretary, Minister and Secretary of State.

Robert Bolton and Richard Jones are sitting around a computer screen at one desk, and I am
sitting with Col Andy Ashton at another. Robert has arrived this morning with a new and rather
spiky haircut. The rest of us are enjoying this at his expense.

Andy: Robert, can I just say that your new haircut is the funniest thing that has happened
so far today!

Richard: I think he is trying to be young and trendy
Howard: Oldest swinger in town. He turns forty next month.
Robert: You’re only jealous Howard!(I’m bald)

Robert wanders out to get coffees. Knowing him, he’ll probably come back with cakes, crisps
and all sorts of other junk food as well.

Howard  Andy, have all the Flash Reports come in?
Andy: Except for Henry Needler. As usual.
H: Let’s get started then.

We start to wade through a pile of thirty reports. The form has a standard layout and structure,
covering overall status, what went well, what did not go well, what quick wins were achieved,
status against key milestones, and planned activities for the coming week Everyone in MOD is
used to producing regular reports — usually referred to as “sitreps”. But these reports are
different in at least two ways. Firstly, there is a degree of informality about the form itself —
smiley faces for things that are going well and so on. Secondly, the reports are also a two-way
communication. Each report gets a prompt reply, and the consultants can use the reports to ask
for help.

The first one is from the Nuclear Weapons IPT.
Andy: “This one’s from your lot, Howard. What do you think?”

Howard: “Well, it’s all pretty positive. I like this comment: ‘Team found partnering workshop
material to be beneficial to achieving their long-term PPP commitment’”

Andy: “Well it sounds good, but what does it mean?”
Howard: “I take your point. It is a bit apple pie, isn’t it?”
Andy: “Should we challenge them about it?

Howard: “Let’s not. They’re not asking for help, and they seem confident. We’ve got twenty-
nine more of these things to get through.”
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Andy: “This one’s a pager job then?”
Howard: “Yes”

We have three levels of reply to IPT Flash Reports. The ones that are on track just get a short
pager message, something along the lines of thanks for the report and well done. Teams who are
not on track, or who are asking for help get an email. Those with urgent problems get an
immediate phone call.

H: “Who’s next?”
A: “Bowman”

Groans echo around the room. Including Robert who has just returned with coffee, chilli
flavoured roast peanuts and crisps.

Bowman has had lots of adverse publicity in the press and is singularly the most unsuccessful
IPT.

A: “Looks like Aiden’s doing his best, but he’s drawn the short straw with this one. The best we
can do is offer him some encouragement, tell him to keep his chin up.

H: “Owen is going to talk to Nigel about it today. Quick email and move on, I think.”
A: “OK submarine support is next.”

H: “I’ve got a question”

A “Fire away”

H “What is it? I mean what equipment is “submarine support”?”

A: “Basically, it’s a small submarine to rescue the crew when a large submarine sinks or gets
stuck”

H; “Oh, I see. Sorry for my ignorance. All is now clear. Does that happen very often?”

A: “More often than you might think.”

I’ve made a mistake here. Andy loves telling stories and I’ve given him a chance to go off into a
few favourite ones. In moments, we are in the world of overheating nuclear engines and other
war stories. To be fair to him, he’s a good storyteller and it helps to pass the time. Especially
when we still have twenty-seven more flash reports to get through. Richard overhears, breaks
away from his flash reports, and throws in a few vignettes of his own. I think half the things
they tell us are “fishermen’s tales”.

Back to the reports and next up is Sea King Helicopter IPT.
A: “What’s this? They’ve sent us an extra page...”
H: “Success Story. We can use this. It’s good publicity for Nigel and Owen.”

The Sea King team’s extra sheet tells the story of their last four weeks. It starts with a
pessimistic quote:

“What’s the point of an IPT for Sea King. We have a 30 year old aircraft, a declining resource
line and a monopoly supplier. Everything is fixed, we can’t change anything. This is just a
farce.”

It then goes on to some new quotes a month later:

123



SECTION 4: FIELD ACCOUNTS AND INTERPRETATIONS - CHAPTER EIGHT: TALES FROM THE FIELD

“It has taken 30 years to get everyone associated with this aircraft around the table. It is only
today that I have realised the issues we face and I am now willing to adjust the OR to support
the programme’s success”

“I went into one of our suppliers last week and demanded a five week turn round. They are still
recovering. This IPT stuft is pushing back the boundaries. Things are possible”

The four of us continue to wade through the reports. Sending pats on the back to some, offering
help to others. Occasionally dishing out some chastisement:

A: “Here’s another of yours.”

H: “This looks suspiciously similar to last weeks report.”

A: “You’re right, hardly changed at all”

H: “Right. Lets send them an email: “Thanks for changing the date on last weeks report™.
A: “ A bit sarcastic?”

H: “It’s OK, I know them, we’ll get away with it.”

Another team of consultants is having a particularly torrid time. The IPT leader is challenging
them hard, claiming that they are not contributing any value to the team. Andy picks up the
phone and calls one of the consultants. After half an hour’s conversation, he arranged to visit
them the next day to see how we can help them win over the IPT leader,

Coming up to lunchtime, Andy is telling us stories from the Gulf War. About how they had to
shoot all the dogs because they were eating the corpses...

Over lunch we gossip a little. One of the IPT Leaders was recently asked to make a presentation
to a group of “Three Stars”. During the presentation, he allegedly made the comment that he
didn’t “believe in” the smart procurement initiative. It now seems that the person is being
removed from the job of IPT Leader. Our consensus is that this was a good test of MOD’s
resolve and we are somewhat relieved that MOD has acted in this way.

The day continues in the same vein, reviewing flash reports, composing feedback, taking stock
of progress, until about 4pm, by which time we have finished responding to the flash reports.
We now turn to writing the Summary Report. Given the audience for this, and the political
sensitivities, it requires great care and the four of us discuss and debate every phrase. Are we
getting the overall message right? How will MOD top brass and ministers react?

It takes only one person to type and email the report, but we always huddle around the screen
whilst this final task is done. When the email is gone we leave together, still mercilessly taking
the mickey out of each other.

The Triumph Stag of the Skies
RAF Brampton, December 2000, mid morning.

I am visiting the consultants for the Tornado IPT. Some people in the RAF have a nickname for
Tornado: They call it the Triumph Stag of the skies. Fun, exciting, a classic, but a bit of a
handful from a maintenance point of view.

Something significant has emerged from the Tornado IPT. It is transforming itself into the
“Tornado Tiger Team”. No longer simply an MOD team which invites industry representatives,
it has become a truly joint MOD/Supplier team — the supplier being BAe Systems.
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The catalyst for this was when CDL (the Chief of Defence Logistics) set a challenge of
reducing support costs by twenty percent. After much discussion, the decision to form a joint
team was taken. The team has joint leaders — Wing Comm. John Hancock from DLO (The
Defence Logistics Organisation), and Nick Kilner from BAe Systems. Members of the team are
co-located at RAF Brampton.

I am met at reception by the consultants who are supporting the newly formed team — Ian West
and Catherine Mathers. They take me to meet the team members.

In a large bustling open plan office are about thirty people, some MOD and some BAe Systems.
A few are wearing uniforms, but for the rest it is impossible to tell which organisation they are
from. The atmosphere is busy and purposeful. Half completed plans and flow charts cover all
the walls.

As I talk to some of the people on the team, I start to get an understanding of the scale of
opportunities for cost reduction and performance improvement. Much of it comes from
removing arms-length bargaining and second-guessing by each of the others motives, intentions
and capabilities. For example, the joint team have discovered that if BAe Systems can commit
to achieving some specific details of its technical obligations, where currently there are grey
areas, then RAF can amend its plans for maintenance of the aircraft, delivering millions in cost
savings. Overall, when all the opportunities are added up, the total figure is startling.

As I drive home from Brampton that afternoon, I am genuinely pleased and surprised to see the
emergence of a joint team. It’s been a long journey from Bernard Brown and his cheese
sandwich

Master Class

Early afternoon. Abbey Wood, near Bristol, January 2000, well into the project. Specifically,
we are at Stanley Farm. It might have been a farm once but now it is a training building on the
outskirts of the Abbey Wood campus, about half a mile away from the main office complex.. It
is a single story building with various meeting rooms and lecture theatres: laid out much as you
would expect to find in any corporate training building.

We have been working with MOD for almost a year. Twenty-five of our consultants have
trained twenty-five internal MOD service people and staff to be internal consultants, providing
support to the Integrated Project Teams. In general, the relationships between the KPWC
consultants and the MOD people are good. There is a feeling that the project has been a positive
experience.

A new wave of IPTs is about to be created and, for the first time, many of the IPTs will be
supported by MOD internal consultants alone, without direct support from KPWC. The Master
Class is a three-day training session, designed by Robert Bolton and me, to help the internal
consultants develop skills which will aid them with this work. The three days is a mix of
lectures, exercises and practice sessions. Robert and I lead the sessions, supported by four other
KPWC consultants.

The internal consultants are a mix of upper-middle grade civil servants and service people at Lt
Col or Lt Cdr level. They have had to get through a stringent selection process to become
internal consultants. Many of them see it as a good opportunity to learn new skills. Unusually,
no-one is in uniform today. We have taken the opportunity of the training session to apply an
informal dress code.

The session in progress is about “defining breakthrough”. Within the project, we have given the
term “breakthrough” a particular context and flavour. It marks a specific period of time — the
first twelve weeks in the life of an IPT. During this time, we aim to move each IPT toward
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achieving breakthrough. We ask the internal consultants to break into three groups to define
what breakthrough means..

Robert and I circulate and listen to some of the discussions. The conversations seem a little
aimless at first but eventually some themes start to emerge.

Lt Col Adrian Prince is an archetypal military man, even out of uniform. His posture,
expression and language carry the hallmarks of army training.

“It is all about getting the IPT to become a team,” says Adrian.

This gets nods of agreement around the table. Similar ideas are thrown into the flow of the
conversation.

Steve Wilsdn, young, bright and intense, ups the ante. “Not simply a team but a high
performing team.”

The conversation flows back and forth until one group starts to work back from this goal to
establish some earlier milestones in the breakthrough process: “The team members need to
establish some common ground” says Fred Stock, relaxed and smiling.

The conversations cycle in similar vein for a few more minutes. Robert looks relatively relaxed
about how the session is going. But I am far from relaxed. No one has mentioned results! It
seems that we are about to launch an expensive and difficult twelve-week exercise which will
produce twenty high-performing teams, without any evidence that they will be focused on
delivering anything. I am starting to imagine the next twelve weeks turning into a touchy-feely
tree-hugging exercise. Whereas what the client — or at least the taxpayer — really needs is
improved procurement, leading to performance, cost and time benefits.

I do some whispering to Robert and the other external consultants about my concern, but I seem
to be the only person in the room who is keen that the internal consultants associate
breakthrough with results. My instincts are telling me that if I challenge the internal consultants
about this, it will not be well received.

We call the discussions to a halt and the three teams feed back their views. As expected, no
mention of financial results. Robert and I debrief the findings, and I signal that I have something
to say.

“You have all referred to building the IPT into a team — several of you have said you want to
make the IPT a high performing team. Surely a high performing team must, by definition,
deliver results? And yet no one has defined breakthrough in terms of results. And so I have a
question for you. What results do you expect the IPTs to deliver in the twelve week period?”’

I pause, leaving a space for the MOD people to discuss and air their views. I am surprised at
their response:

“We can’t do anything specific in twelve weeks. It’s too short a period of time”
“There’s no way. Not in twelve weeks”
“Are you talking about quick wins? I don’t think quick wins are possible in this situation.”

“Not here. Things take a long time. There are too many steps to be covered. It’s just not
possible.”

“It would take years to deliver a measurable improvement”

“The benefits will only come much later!”
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The mood of the room has changed. Some people look switched off by the discussion. Others
look hostile, even indignant. The tone of voice of the comments ranges from mild frustration to
what seems to be genuine exasperation.

I am not going to let them get away with this, so I decide to push a bit harder.
I go to the flip chart. The room is hushed. I pick up a pen.

“Look, we know what your IPTs will spend in a year. It’s very easy to work out what they will
spend in twelve weeks”

I do some sums on the flipchart. Their IPTs will spend two billion pounds during the next
twelve weeks.

“So, your IPTs will be writing cheques to suppliers for two billion pounds over the next twelve
weeks. Do you believe they will be doing this perfectly? Do you honestly believe that they
couldn’t improve by- say — one percent? One percent would be twenty-five million pounds.”

As I write the figures on the chart, I am thinking to myself that that amount would probably go a
long way to building a new hospital.

Dave Smail a large and boisterous civil servant, finds a hole in my argument:
”Actually, the MOD doesn’t write cheques to suppliers...... ”

His point is something about direct debits and other forms of money transfer. I am trying hard
not to let my frustration turn into anger. Don’t these people realise that Purchasing Managers in
the private sector have to deliver substantial financial improvements in a lot less that twelve
weeks, and that in many cases their jobs depend on it?

I try again.

“I am not denying the importance of building teams, of generating enthusiasm and commitment.
But how can we claim to have made a breakthrough unless each team can point to a hard,
measurable achievement? Surely we — you - should be working with each team to identify
specific, hard measurable improvements that can be delivered as part of the breakthrough
process?”

It is obvious that I am not getting anywhere. In fact I am not sure that I have moved their views
at all. It’s even possible that they are now more hostile to the idea of early gains than before I
started to speak.

A good point for a break, and — mercifully — a coffee break is scheduled for this point.

Over the coffee break, Robert and I discuss what happened. Robert tries to reassure me that at
least we have cleared the air and that we can now continue the day productively, perhaps
returning to the issue later. But then he gets into his change management guru stuff:

“Howard, the problem is that you are trying to have the wrong type of discussion. They are just
not ready for this yet. You are trying to have a conversation with them about action, but that is
the wrong level for them. You have to go through the other levels first. We need to establish
relatedness, possibility...”

I respect Robert, so I don’t dismiss his comments, but I do wonder if some of it is just pseudo-
academic mumbo-jumbo. Surely I have logic and common sense on my side? Why are the
internal consultants so resistant to the idea of delivering results?

In a quiet moment, as I drink my coffee, I start to realise that they may be afraid. After all, they
are only consultants, like us. They can’t actually deliver anything directly, all they can do is
support the IPT and the IPT leader, give them ideas and a framework for doing things. And —
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despite the Defence Review - is there really any incentive at operational level, to save money in
defence procurement?

Another perspective also occurs to me. Perhaps the internal consultants see the IPT rollout
project as an organisational restructuring project. Most public sector people understand re-
organisations. It is a tactic that Governments have used for centuries, often as a placebo when
there has been a lack of genuine change.....

They Hate Each Other”
February 2000, MOD Abbey Wood, lunchtime.

I am having lunch in “Larch” one of the office complexes at Abbey Wood with Fred Stock and
Lt Col. Paul Noakes, two of the internal consultants, and Robert Bolton. We are sitting on
cafeteria-style chairs in a spacious and airy atrium. Abbey Wood is light and modern in contrast
to Main Building, but rather soulless. We are discussing the sustainability of the MOD’s Smart
Procurement initiative.

Fred: The trouble is, they hate each other!
Robert Do you mean DPA and DLO?

DPA is the Defence Procurement Agency. It employs over five thousand people and is
responsible for procuring all major defence equipment: from aircraft carriers to submarines. Its
annual budget is over £10 billion. The DLO is the Defence Logistics Agency. It employs thirty
thousand people and has a budget of almost £4 Billion.

Fred:: Yes, I do but I also mean top men in both organisations, (General Sir) Sam Cowell
and (Sir) Robert Warton. Their personalities are so different.

Howard: I’ve noticed some animosity from time to time.

Paul: You have to admit that the way we are organised is crazy. One huge organisation,
DPA, buys an aircraft carrier — negotiates the contract, finalises the prices —
everything. Then another huge organisation hundreds of miles away, DLO ,takes
responsibility for ordering the spares and support services for the same equipment!
The people are different, the organisations communicate badly and the defence
contractors must love it!

Robert: You mean that they can let DPA think that they have screwed them right down on
the price, and then get their own back through DLO and make a fortune on the
spares in the long run?

Fred: Err, well frankly... yes.

Paul: DLO hates DPA, because DPA makes decisions which have a huge effect in
constraining DLO later. DPA think that DLO should make more effort to get
involved and are using them as a scapegoat.

Howard: Why have we got two separate organisations in the first place?
Fred: It’s historical
Howard: Why doesn’t MOD merge them?

Fred: Confidentially, I think it should, and I think it will — one day. But in the recent
MOD reorganisation it was a step too far. And then you have to take into account
the people at the top of both organisations. They are unlikely to be in favour of
merging , since there could only be one top job.
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Robert: Smart Procurement was meant to fix this problem. The IPTs are supposed to stay
with the equipment for its lifetime. The IPT is supposed to cross over from DPA to
DLA — the same team continue to manage the procurement.

Fred: That’s right. We call it the “conveyor belt”.

Paul: But let’s introduce a bit of reality into the discussion. MOD people hold two-year
fixed term posts. No individual is around long enough to make this dream a reality.

Fred: And the culture of MOD means nobody is prepared to move. So on the odd
occasion when someone is asked whether they will move with the IPT as it makes
the transition from DPA to DLO, they say ‘Fine, so long as I can do it from two
hundred miles away in Bristol. I’m not moving to Wyton.

Robert:  So in the old system, we used to talk about “throwing the equipment over the wall”
— from DPA to DLO. Now what happens is that we try to throw the team — the IPT
over the wall. Only without the people?

Fred Yes, that’s it. A bit of a mess really.
Curry in the Barn
May 2003. Robert Bolton’s house, Hopfield Barn near Malmsbury.

It’s 8 o’clock in the evening. I’'m sitting in Robert and Sarah’s dining room eating curry, whilst
his kids watch Friends on the TV in the living room.

These days, Robert and I get to meet up only a few times a year. He’s still at KPWC — now
Atos KPWC Consulting - and still does work for MOD, amongst others. I have moved to
another consulting firm. I’m taking the opportunity to catch up on what has happened to Smart
Procurement, apart from a change of name, to Smart Acquisition.

Robert: “It took about two years before the IPT’s really understood that they were empowered.
Gradually, IPT Leaders started taking decisions.”

H: “And what is it like now?”

R: “It really has been quite a radical change. Being an IPT Leader is now a plumb job, with lots
of power. They are seen as people with significant influence. Not just in terms of procurement,
but in terms of how the MOD goes about its business.”

H: “What about the benefits? You remember that occasion in Stanley Farm when I got all
excited because nobody was focusing on hard benefits?”

R: “Well the Iraq war is seen as a real success story for smart acquisition. Contractors were
close up to the front line, getting things working again. It was a very different way of doing
things and the Forces appreciated it. It allowed them to be more effective and get on with the
job. The consensus is that procurement has improved, that smart acquisition has worked.”

H: “What about value for money? Does MOD now get better value for money?”

R: “That’s really difficult to say. I don’t think there is an effective way to measure. It may even
be impossible to measure.”

H: “So what will happen next?”

! Since this narrative was penned, there have been a number of reports on the UK press that have been critical of some of the
logistics process during the Traq war. In particular, it has been alleged that some soldiers were without important equipment in
dangerous circumstances. [owever, this narrative above is faithful to the conversation which took place.
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R: “Well, that’s interesting. There’s now a feeling that Smart Acquisition has gone too far. That
in decentralising decisions out to the IPTs, some of the spending power — leverage — has been
lost. Plans are under way to re-establish a larger and more powerful, centralised procurement
function.”

Summary

A series of subjective narratives based on longitudinal experiences have been presented here.
Interpretations will follow in Chapter 10.
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CHAPTER NINE: HOW THE THEORETICAL PERSPECTIVE EVOLVED

Father: “ Well, so I tell stories, and sometimes Gregory is a character in these stories, and sometimes
not. And often the story about a snail or a tree is also a story about myself and at the Ssame time a story
about you. And the real trick is what happens when the stories are set side by side...

Daughter: “Parallel parables?”

Father: “... then that is the class of stories we call models, which are generally rather schematic and
which, like the parables presented by teachers of religion, exist precisely to facilitate thought about
some other matter.” Bateson (1987), p35

Introduction

Up to this point, the Thesis has followed a (relatively) orthodox structure. An area of research
interest has been outlined, current theories reviewed and the proposed research approach
introduced. In the previous chapter, what would traditionally be called research “data” were
presented.

It might be reasonable to expect that in this chapter we should now examine the “data”, using
the theoretical frame introduced in Chapter 5.

However, during the process of carrying out the fieldwork and trying to make sense of my
experiences, I found that my intended framework, outlined in Chapter 5, was not very helpful. I
came to realise that this framework was based on a “cybernetic” model of human knowing
which was incompatible with the participatory and non-linear world-view I was developing.

It is therefore necessary to go on a detour in this current chapter. Here, I describe how I wrestled
with the original theoretical framework, trying to get it to fit my intended world-view and
struggling to tease out some explanatory possibilities. This led to some highly speculative
theoretical and philosophical musings, rather than any “positivist certainties™. As a result of the
limited possibilities of the model, even after further development, I had to draw on further
theory during and even after the fieldwork, in order to try to address my research questions
from my stated philosophical position.

The Theoretical Perspective in 1995

My initial attempt to build a theoretical framework for the research was outlined in Chapter 5.
Key elements were:

e A two-dimensional grid, to help in thinking about the cultural context of buyer-supplier
relationships. The dimensions of the grid were the level of codification and diffusion of information.
The segments of the grid were given cultural categories: Fiefs, Clans, Bureaucracies and Markets.
Much work on organisational culture ' has focused on the entire organisation. My interest was
largely in the sub-cultures within and across organisations: fiefs in boardrooms and clans in project
teams, for instance.

e A set of hypothetical roles related to buyer-supplier relationships and located within the grid. I
suggested a set of traditional roles which appeared to be common in organisations, and proposed a
new set of new roles which appeared more appropnate for an innovative organisation (professor,
anthropologist, negotiator, strategist, witch doctor).

e A conceptual model showing how these roles and cultural settings might fit together in a successful
innovative organisation. This drew on Womack and Jones (1994) but was largely my own.
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My aim was to investigate the challenges facing a team which spanned organisational
boundaries, which I termed a “cross-organisational team”. Back in 1995, the direction of my
research was influenced by “Lean Thinking” (Womack (2003)), but my instincts were leading
me towards a different frame ofreference. I was curious about what people really did in supply
chains: the complex, emotional, irrational, human mess that goes on in the world ofbusiness.

In order to make “the familiar look strange”, to capture the absurdities and the oddities, I was
keen to take an anthropological perspective. My views were gradually shaped by wider reading
and further reflection. This led me to continue to wrestle with the theoretical models as I
describe below.

1998 - From Two Dimensions to Three

“[New intellectual structures] have to live in an underworld, an underworld of deviant professors,
gifted amateurs and moderate crackpots. To this underworld I invite my no doubt somewhat alarmed
and bewildered readers.” Boulding (1971) pi63

Just after my transfer from Mphil registration to PhD, Boisot published an updated version of
the model which I introduced in Chapter 5, introducing a third dimension: information
abstraction (Boisot (1995)). The two-dimensional box had become a cube. Boisot’s model now
explored how information moved around between the dimensions of codification, diffrision and
abstraction in a cycle - the Social Learning Cycle. He suggested that this movement of
information determined culture. The Boisot model is shown in Fig (31)

Fig (31) Boisot’s Information Space and Social Learning Cycle (Boisot (1995))

I found the model interesting and tested its explanatory possibilities by mapping a number of
other theories onto Boisot’s box, which he called the Information Space (I-Space). The model
seemed to be compatible with a vride range of other theories, in that the other models could be
mapped onto the I-space, providing new ways o f interpreting existing theories.
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I conducted some thought experiments with Boisot’s box. What did the “sides” of the box
represent? IfI could squash the box flat, and examine each ofthe six sides as they were laid in

front of me, what would each side represent? The results ofthese musings are shown in Figs
(32) to (35) below.

Fig (32) Meaning-Making in the I-Space

Fig (33) Artifacts in Boisot’s Box
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Fig (34) Levels of Being in Boisot’s Box
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As these diagrams demonstrate, I was experimenting with Boisot’s dimensions of codification,
diffusion and abstraction to pursue tentative inquiries of a more philosophical nature. I was
exploring issues of knowing and being, experimenting with ideas from Habermas, Acquinas and
Schumacher.

However, I remembered Bateson’s answer to the question “What is an explanation?” which we
considered earlier. Explanation is simply the mapping of a description onto a tautology. The
process of mapping descriptions onto tautologies makes humans feel good, but it doesn’t make
the explanations true. I realised that being able to draw diagrams reconciling these various
theories or philosophies with Boisot’s Framework didn’t make any of them “true”.

The most interesting part of the Boisot box for me was the bottom half, the relatively uncodified
dimension: The realm of the ineffable. This tacit domain is rarely mentioned in science or
business theory. But the scientists themselves know it well. Poincare, for example:

“[T)he subliminal self is in no way inferior to the conscious self; it is not purely automatic; it is capable
of discernment; it has tact, delicacy; it knows how to choose, to divine. What do I say? It knows better
how to divine than the conscious self, since it succeeds where that has failed. In a word, is not the
subliminal self superior to the conscious self?”” Poincare (in Ghiselin (1952))

Pascal (1670) said:

“The heart has its reasons which the reason does not at all perceive”
Claxton (in Henry (2000) p38) considers the tacit from a business perspective:

“Intuition is actually the glue that holds intelligent action and conscious understanding together.”

Research suggests that for even straightforward decision-making, business people rely heavily
on tacit elements that they cannot articulate verbally (Henry (2000)).

Polanyi (1956) demonstrates that the rational, explicit, reductionist image of scientific research
is a fagade. Scientists are driven, in their research interests, findings and conclusions, by
assertions which they hold true as “acts of faith”. Furthermore, Polanyi (1962) asserts that all
knowledge is ultimately tacit and social. In Polanyi’s explanation of the process of knowing, our
focal awareness always operates through a context of tacit, subsidiary awareness. This context
becomes embodied through “indwelling”. Successive indwelling allows the focal awareness to
reach higher levels of sophistication. Hence tacit knowing is primary.

Barfield ((1979)) makes a related point:

“You will sometimes hear people say that they have no metaphysics. Well, they are lying. Their
metaphysics are implicit in what they take for granted about the world. Only they call it “common

9999

sense
This tacit dimension is also the domain of much of what we commonly term culture:

“Culture is neither natural nor artificial. It stems from neither genetics nor rational thought, for it is
made up of rules of conduct which were not invented and whose function is not generally understood
by the people who obey them. Some of the rules are residues of traditions acquired in different types of
social structure through which ...each human group has passed. Other rules have been consciously
accepted or modified for the sake of specific goals. Yet there is no doubt that, between the instincts
inherited from our genotype and the rules inspired by reason, the mass of unconscious rules remains
more important and more effective; because reason itself.. is a product rather than a cause of cultural
evolution.” Claude Levi-Strauss (in Mangham and Just (2000))

“One of the meanings of that overworked word [culture] is the local epistemology, the aggregate of
presuppositions that underlie all communication and interaction between persons™ Bateson (1987)
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There is therefore another way of thinking about the differences between the top and bottom
halves of Boisot’s box. The top half represents the world of parts and distinctions, whilst the
bottom half represents the world of integration, patterns and wholes — the difference between
“text” and “context”. As we saw in Chapter Two, similar distinctions have been identified in the
way the human brain operates (Gill (2000), Ornstein (1997), Calvin (1997)).

Not only is the tacit important to our everyday coping of business life, but also as the source of
much creativity and business innovation. Hall makes this point specifically:

“Sustainable, distinctive capability comes from undiffused, tacit knowledge” Hall in Cox and Hines
(1997) p188

Whilst tacit knowing is — of necessity — shrouded in mystery, it is also fragile and easily
destroyed. We have to codify in order to make sense of the world but as we do so, we make
allocations to categories and define and accentuate differences between categories. This can
lead to right/wrong thinking (what Debono calls conflictual thinking), and in turn to the
emergence of in-groups and out-groups and from there to conflict. Brown (2000) Debono
(1985) and Nonaka et al (1994, 1998, 2000) make the error of emphasising the conversion of
tacit knowledge into explicit knowledge. In doing so they misunderstand the tacit. In
consciously codifying the tacit, something is always lost. As Wittgenstein (1922) said: “Of that
which we cannot speak, we must remain silent”.

Whilst Boisot’s model had been meaningful to me, the more I considered it, the more it made
me uncomfortable. An example of my discomfort is Boisot’s view of information and
communication: He draws heavily on Shannon (1948), a respected text and part of the
establishment discourse. In Boisot’s theory, information is a “thing” which is moving in the
“box”. Boisot tries to say what kind of a thing is moving in the box:

“... data is a discrimination between states or micro-states that is built out of low-level energy acting
informationally — it acts only on observers, and this only when they behave as such...”

Despite my initial fondness for Boisot’s ideas, I found this explanation lamentable. It seemed a
classic case of trying to explain Creatura from the frame of Pleroma: Using the language of
forces, energy and impacts to try to explain the world of patterns, differences and distinctions. I
found a more persuasive approach to understanding communication in Bateson (1973, 1979),
who defines information as “A difference that makes a difference.” He gives an excellent
example of the letter you did not write to a relative. No forces, energy or impacts exist:
Information really is in the eye of the beholder. And a socialised eye, at that.

In Creatura, information and perception are inextricably linked:

“Perception...may be regarded primarily as the modification of our anticipation. It is always an active
process, conditioned by our expectations and adapted to situations. Instead of talking of seeing and
knowing, we might do a little better to talk of ...noticing. We notice only when we look for something,
and we look when our attention is aroused by ... a difference between our expectation and the
incoming message. We cannot take in all we see in a room, but we notice if something has changed.
Gombrich (1960’

Maturana and Varela (1998) advance an effective critique of Shannon’s communication theory:

“[Alccording to this metaphor of the tube, communication is something generated at a certain point. It
is carried by a conduit (or tube) and is delivered to the receiver at the other end. Hence, there is a
something that is communicated, and what is communicated is an integral part of that which travels in
the tube. Thus, we usually speak of the “information” contained in a picture, an object or, more
evidently, the printed word.”
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[TThis metaphor is basically false, It presupposes a unity that is not determined structurally, where
interactions are instructive, as though what happens in a system in an interaction is determined by the
perturbing agent and not by its structural dynamics. It is evident, even in daily life, that such is not the
case with communication; each person says what he says or hears what he hears according to his own
structural determination; saying does not ensure listening. From the perspective of an observer, there is
always ambiguity in a communication interaction. The phenomenon of communication depends not on
what is transmitted, but on what happens to the person who receives it. And this is a very different
matter from “transmitting information.”

I therefore became increasingly uneasy with the “information processing” stance of Boisot’s
model. It seemed to see humans as machines carrying out processes of codifying and abstracting
information. Maturana and Varela offered an alternative position:

“It would be a mistake to define the nervous system as having inputs and outputs. This would mean
that such inputs and outputs are part of the definition o f the system, as in the case ofthe computer or
other machines that have been engineered. The nervous system, however, has not been designed by
anybodys; it is the result of a phylogenetic drift o f unities centred on their own d”*amics of states. What
is necessary, therefore, is to recognise the nervous system as a unity defined by its own internal
relations in which interactions come into play only by modulating its structural dynamics..

In other words, the nervous system does not “pick up information” from the environment, as we often
hear. On the contrary, it brings forth a world by specifying what patterns o f the environment are
peturbations and what changes trigger them in the organism. The popular metaphor of calling<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>