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Abstract

This paper analyses research methods that could be applicable for studying the strategy
process in organizations that are shifting in their strategic change process between the
modes of exploration and exploitation by the means of structural modulation (Nickerson
& Zenger 2002). As the structural modulation phenomenon poses new methodological
challenges in terms of handling processual and longitudinal data, then the traditional
cross-sectional approach cannot be effectively used. For this purpose, the analysis
focuses on two potential, seemingly opposite approaches — quantitative computational
modelling and qualitative in-depth case study analysis. It finally concludes with a "to
do" list in order to establish the next steps in the research plan.
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A recent Businessweek cover article demonstrated 3M struggling between
efficiency and creativity. For long years, 3M had been famous for its innovation.
In December 2000, James W. McNerney was nominated as the first CEO from
outside the company. He served there until June 2005. According to the journalist,
he managed to destroy within his tenure the company's creative spirit with his
efficiency-oriented Six Sigma quality approaches. New CEO George Buckley is
now trying to steer company back to the creative track. (Hindo 2007)

1. Introduction

Studies on exploration and exploitation (March 1991) have recently gained more
importance as more firms in highly volatile but competitive industries are trying to
engage in activities that attempt to simultaneously take advantage of existing resources
and competences and discover new opportunities. Why is this important? As in most
cases of strategy research, the right choices of exploratory innovation and exploitative
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operations in their environmental context have been found to have significant effects on
organizational performance (Jansen 2006).

The strategy process literature has established several generic patterns for
strategy process proposed for organizations that follow either exploration or exploitation
imperative (Hart & Banbury 1994). However, currently there exists a gap in
understanding the strategy process in organizations that are in-between those discrete
choices. In those cases, presumably static models of strategizing do not yield optimal
performance returns. Research discussions have mostly focused on two in-between
options that have been observed in practice: 1) on the one hand, the capacity for
alignment and adaptability could be achieved within a single organization through
structural / task division; 2) on the other hand, they can be achieved through temporal
division.!

First, the exploration and exploitation may be simultaneously achieved through
structural ambidexterity (Gibson & Birkinshaw 2004, p. 204). Several authors have
reviewed organizations that aim for an ambidextrous set-up (Smith & Tushman 2005)
where exploration and exploitation are concurrently built into the roots of organizational
design using the dual mode of structuring, originally introduced in (Duncan 1976). The
other possibility for structural approach is via structured networks where exploratory
and exploitative patterns are established as separate but simultaneous lines of authority
within matrix organizations (Goold & Campbell 2002).

The second option is chosen by some companies that structurally modulate?
back and forth between exploratory and exploitive modes (Brown & Eisenhardt 1997).
In most cases, the changes happen after every 4-7 years and in practice they are mostly
viewed as company-wide adaptability, decentralization, innovation or effectiveness-
related initiatives that support exploration; or similar alignment, centralization, cost-
cutting or efficiency-related initiatives that support exploitation. There are several
triggers of structural modulation. It can be caused by changes in management; it can be
brought about by the fluctuations of economy etc.

The purpose of this paper is to focus on the second option — structural
modulation and attempt to analyse what are the most appropriate methods for studying
this phenomenon where strategy process pans between two extremes in those companies
that try to achieve dynamic fit between exploration and exploitation through cycling
between centralization and decentralization.

As the structural modulation poses new methodological challenges in terms of
handling processual and longitudinal data, then the traditional cross-sectional approach
cannot be effectively used. For this purpose, the analysis focuses on two potential,
seemingly opposite examples that have been previously employed in tackling process
data — 1) quantitative computational modelling and 2) qualitative in-depth case study
analysis.

This paper is organised as follows. First, | will venture through literature that
has been written on the linkages between the fields of strategy process and exploitation-

11 decided not to discuss the third option, contextual ambidexterity introduced in (Gibson &
Birkinshaw 2004) and (Birkinshaw & Gibson 2004) in this paper because of clarity of modelling
research design.

2 Several terms have been proposed to describe this phenomenon: “relentlessly shifting
organizations" (Brown & Eisenhardt 1997); “structural modulation”, "modulating structure”,
"cycling structure” (Nickerson & Zenger 2002); “"temporary decentralization with subsequent
reintegration” (Siggelkow & Levinthal 2003); "regular creation and losing of business charters"
(Galunic & Eisenhardt 1996). The term "Structural modulation™ has been chosen for the present
paper due to its contextual clarity.
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exploration. | cover most important existing explanations, their critique and define the
key terms for the present paper. Thereafter | explore several strategies of tackling
process data. | choose two approaches: computer modelling and in-depth case studies
for the analysis. Then I carry out a short comparison of both methods and draw a note
on the possible triangulation of the methods. As the final word, | conclude with the next
steps that ought to be taken in order to proceed with my dissertation topic in practice.

2. What are Exploration and Exploitation?

March (1991, p. 71) defines exploration as a "learning-related activities that include
terms as search, variation, risk taking, experimentation, play, flexibility, discovery and
innovation”. He defines exploitation as consisting of terms refinement, choice,
production, efficiency, selection, implementation and execution.®

Several authors have noted that despite the attempts of the companies to strive
for both exploration and exploitation simultaneously, it is difficult to achieve that
without structural decisions. It mostly stems from the set-up of human brain. The
studies on lateralization of human brain have found out that in normal circumstances,
left and right hemispheres of human brain carry different functions. Left hemisphere is
mostly active in detail-oriented analytical, logical and sequential functions and right
hemisphere is dealing with holistic, intuitive and creative issues. It has also been found
out that both biologically and psychologically usually one function dominates over the
other and the creative and analytical tasks cannot be carried out simultaneously.

Derived from the studies of human psychology it could be concluded that the
top management teams of organizations might find it cognitively difficult to establish
strategic agenda of their organizations to head for both exploration and exploitation.

In addition to cognitive capacity there are obviously other constraints that
delimit the choice of strategy: general attention allocation capacity (Ocasio 1997),
pressure from stakeholders for easily comprehensible strategic direction, pressure from
shareholders towards specific innovation or cost-cutting initiatives etc.

Nevertheless, there are also dissenting views. Birkinshaw and Gibson surveyed
more than 4000 individuals in 41 multinational business units and discovered plenty of
contextual ambidexterity (Birkinshaw & Gibson 2004; Gibson & Birkinshaw 2004)
where the individual employees of the organizations were multitasking and effectively
dividing their time between alignment-focused and adaptability-focused activities.*

However, traditionally there are two options to overcome the cognitive
dilemma. Either: design the organizational structure in ambidextrous manner or
structurally modulate between exploratory and exploitative modes.

% In the literature there are numerous other terms used in order to display the duality of
exploration and exploitation. Most accepted alternative terms are adaptability - the ability to
move toward new opportunities, to adjust to volatile markets and to avoid complacency and
alignment - the capability to streamline the activities in order to exploit the value of proprietary
assets (Birkinshaw & Gibson, 2004).

* This could be a starting series of semi-serious attempts to breed new types of people. From a
somewhat different angle, Costas Markides calls for finding ambidextrous professors (Markides,
2007).
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3. Strategy Process in the Modes of Exploration and Exploitation

What does this mean to strategy process? Based on longitudinal case analysis involving
four multinational companies Regnér found out that exploratory activities are mostly
carried out at the periphery of large organizations (Regnér 2003, p. 66) whereas
exploitation-focused activities are mostly implemented in a corporate centre (ibid, p.
71). Bradach further confirmed after looking at five US fast food chains that exploration
is mostly achieved in practice through the franchises that engage in innovative practices
and exploitation through fully company-owned units that mostly strive for company-
wide uniformity and best practices (Bradach 1997, pp. 276-278).

There are several studies carried out to describe and analyze the strategy
process in organizations that have chosen exploration or exploitation extreme.
Exploratory organizations are usually looser in their strategy process. The employees
are encouraged to be entrepreneurial and resourceful with ideas and let the guided
evolution (Lovas & Ghoshal 2000) select and sustain the business ideas that will survive
(Dess, Lumpkin, & Covin 1997).

In exploitative organizations, the strategy process is usually dominated heavily
by strong control of the centre. In most cases, resource allocation is the key driving
force of the decision-making. Strategic renewal decisions are taken mostly in order to
evolve in small incremental steps towards increased profits or reduced costs to defend
their current position on the market (Hart 1992).

If to argue that two ends of the continuum may be explained via centralized vs.
decentralized approach towards strategizing then the typology established in (Regnér
2003) can be used for comparing strategy process at the corporate centre and periphery.

Table 1. Strategy Activities for the Periphery and Centre

Centre

Periphery

Inner context

Corporate and divisional
management, board of directors

Subsidiaries, projects, business and
technology units

— Industry experience and routines

Outer context Order Complexity
Strategy Deductive Inductive
making
Action Industry focused: planning, analysis, | Externally focused: trial & error,
direction and expertise use probing environment, and heuristics
use
Basic action Exploitation of prevailing resources Exploration of new resources and
mechanisms and industry: industries:
— Formal reports, documents, — Informal contacts and encounters
intelligence — Technology and market

experiments

Sense-making

Established strategy interpretation
patterns and structures

Trying out, adjusting and generat-
ing new strategy interpretations

prevailing strategy

Knowledge Emphasizing current knowledge Emphasizing new knowledge
structure structure structure

Strategy Refinement of existing resource and | New combinations of old and new
content industry factors: perfection of resource and industry factors:

strategy-creation

Source: Regnér 2003, p. 78.
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The framework provided by Regnér applies well to strategizing in large
multinational corporations that have chosen to set-up for structural ambidexterity.

There are several studies carried out to describe and analyse the strategy
process in organizations that have chosen exploration or exploitation extreme, but there
are no studies about strategy making in companies that have chosen structural
modulation. For this reason, | intend to address this gap and study strategy process in
structurally modulating organizations that change their strategic orientation from
exploration to exploitation or vice versa every few years. In the next chapter, I will
discuss potential research design to tackle this issue.

4. Research Strategies to Handle Complex Process Data

I hereby would like to continue and discuss potential strategies for approaching the
research question. Ann Langley has presented the following strategies for the analysis
of process data for strategizing. | further comment on the appropriateness of each of
them in the following Table (Langley 1999):

Table 2. Strategies for Sense Making of Process Data

Sense Making Characteristics of Sense Making Potential use in Studying
Strategy Strategy Structural Modulation

Narrative Involves construction of a detailed story Yes — can be used to provide

strategy from the raw data. in-depth account of the case
where structural modulation
is happening.

Quantification Researchers start with in-depth process Yes — can be used to assess

strategy data and then systematically list and code | the elements of strategy

qualitative incidents according to process quantitatively.

predetermined characteristics, gradually
reducing the complex mass of information
to a set of quantitative time series that can
be analysed using statistical methods.

Alternate The analyst proposes several alternative Yes — can be used to develop
Templates interpretations of the same events based alternative explanations of
Strategy on different but internally coherent sets of | the cases in hand.

a priori theoretical premises. Then he
assesses the extent to which each
theoretical template contributes to a
satisfactory explanation.

Grounded An analysis which involves the systematic | Yes — can be used to provide
Theory Strategy | comparison of small units of data in-depth account of the case
(incidents) and the gradual construction of | where structural modulation
a system of "categories”, that describes the | is happening.

phenomena being observed. The
categories may have several
"subcategories,” and associated
"dimensions" and "properties" which are
gradually elaborated and refined as
specific incidents are examined,
systematically coded and compared.

Visual Mapping | Process data analysis which involves No — as it needs several
Strategy manipulation of matrix and graphical cases of moderate detail to
forms. start mapping, then it is a too

resource-demanding method
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Temporal Decomposition of data into successive Yes — can be used very well
Bracketing adjacent periods enables the explicit to contrast with the different
Strategy examination of how actions of one period | stages of change in the
lead to changes in the context that will transformation of strategy
affect action in subsequent periods. process and thereby compare
it directly with
computational model.
Synthetic Researcher takes the process as a whole as | No — as it needs several
Strategy a unit of analysis and attempts to construct | cases of moderate detail to
global measures from the detailed event generate convincing
data to describe it. relationships
Computer The "data" are entirely artificial, real data | Yes— usable in order to
simulation may have been collected at some time and | propose a hypothetical
may have inspired the ideas behind the model.
model.

Source: Langley 1999, pp. 696, 705-706

For the sake of the present research project | have decided to make the
selection and combination of two research methods to tackle the research question.
First, | intend to focus in computational modulation. Computer simulation is the
discipline of designing a model of an actual or theoretical physical system, executing
the model on a digital computer, and analysing the execution output. Simulation
embodies the principle of "learning by doing" — to learn about the system we must first
build a model and make it run (Fishwick 1995). As currently there exist no appropriate
qualitative data on the organizations that are in the state of structural modulation, then
the computer simulation would be a cost-effective research method to inquire about the
change process. It would enable to establish a hypothetical model in a reasonably short
period of time. For this purpose, this paper first builds on the example of several other
authors who have used computational modelling in the field of social theory (Sastry
1997; Jacobsen & House 2001; Larsen & Lomi 1999).

The second contrasting approach would allow dealing the lack of clear
hypotheses in the field of inquiry — analysing in more detail the potential for the
qualitative theory building research design, which in a widely accepted manner mostly
does not require establishing testable hypotheses — in order to approach it with a better
focus | mostly touch upon the grounded theory building. That approach is already very
familiar to me, as | have used it in numerous times before. Finally, | will conclude with
the potential next steps in the research process.

5. First Strategy — Computer Modelling of Strategy Process for
Structurally Modulating Organizations

The question on what is the set-up of the strategizing in-between the exploration and
exploitation extreme might be rather straightforward were it not related to several
elements of strategizing that are completely different at the two ends of scales.
Traditionally organizations that have chosen to either select the path of exploitation or
exploration follow contradictory paths in several critical organizational imperatives as
written above.

Structural modulation poses new challenges to strategy process. We do not
know appropriate design for strategizing in an organization that is relentlessly
transforming its organizational structure between centralization and decentralization.
Presumably, at the end of both continuums the fundamental principles of strategy
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process need to change. At the efficiency side, the organization needs to transform its
centralized strategizing activity into looser innovation-driven strategizing. At the
innovation side, the organization has to reintegrate its decentralized strategizing into a
more centralized option as demonstrated on Figure 1. Shifts in Mode of Strategizing
Furthermore, the debate on whether structure follows strategy raises another problem. In
their study (Amburgey & Dacin 1994) found that the reciprocal relationship exists
between strategy and structure; however, strategy has a stronger impact on structure
than vice versa. Hence, the timing in the shift of mode of strategizing probably precedes
the change in structure. This is why the ovals portraying the action choices on the figure
precede the structural extremes in time. This question needs to be verified in the model,
too.

Figure 1. Shifts in Mode of Strategizing

Efficiency

Innovation
Centralized Decentralised
strategizing strategizing
turns into turns into
decentralized reintegrative
strategizing strategizing

In order to respond to the above questions 1 first intend to discuss a process
model for the strategy process for structurally modulating organizations and thereafter
devise a holistic and testable computational model.

The first, simplified model posits a process-centered view, which presumes that
the dynamics between exploration and exploitation are triggered by respective
decentralization or centralization decisions taken by the top management team that are
subsequently communicated to the organization.

Following the decision, several structural changes are carried out that would
enable setting up strategic initiatives and support strategy practices that would be
different from the earlier mode. Those structural changes would have to involve
learning and unlearning different strategy practices. Floyd and Wooldridge, for instance,
highlight social learning and sense-making as important elements of the strategy process
(Floyd & Wooldridge 2000).

The structural changes might also bring about changes in personnel.
Hypothetically, it might also be possible that if the modulation is frequent then the
organization might have kept it necessary to sustain the respective exploratory and
exploitative strategizing competences in-house despite the fact that general strategizing
mode would not have supported using those competences. | presume that this could be
achieved through keeping some part(s) of the organization to stay in the "mode of
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hibernation" that could be reactivated with the de/centralization decision and the others
respectively re-hibernated again.

6. Process Model of Decentralization-oriented Strategy Process

The process model of the decentralization-oriented strategy process is triggered by the
decision of the management team to decentralize operations. The triggering mechanism
could be affected by several potential outside antecedents, for instance: 1) analysis that
demonstrates that current company strategy is incompatible with environmental
demands; 2) organizational inertia that has reached a critical level and has started
implying adverse effects on company performance; 3) increased expectations towards
the company performance — requirements towards new businesses.

Usually a decentralization decision is followed by respective communication
and structural adjustments: resources are allocated for the establishment or
empowerment of innovation-oriented strategy-making and employees are widely
encouraged to participate in strategy formulation. Frequently this is structurally being
topped up by an incentive system that promotes entrepreneurial search for new ideas.

At the next stage, the employees participating in the strategy process build their
competences that gradually develop into routines and managerial practices that are used
regularly monitoring new ideas that build strategic capabilities to ensure continuous
new business generation.

Figure 2. Process Model from Centralization to Decentralization (left to right)

Decentralization | | Communication | | Structural and cultural

decision supportof TMT
Establishment or Competence building Creating managerial
empowerment of and enhancing on practices and routines
decentralized strategy externally-focused that regularly monitor
creation units strategizing new business ideas
Encouragement of Establishment of Fixing organizational
wide-spread employee | | incentive system that capabilities that ensure
participation in strategy | | promotes continuous new
formulation entrepreneurial spirit business generation

7. Process Model of Centralization-oriented Strategy Process

Similarly, the process model of centralization-oriented strategy process is triggered by
the decision of the management team to centralize operations. The triggering
mechanism could also be affected by several potential outside antecedents, for instance:
1) analysis that demonstrates that decentralized strategy is incompatible with
environmental demands; 2) organization has started losing its focus, which has adverse
effects on company performance; 3) increased expectations towards the company
performance — requirements toward cost cutting.

The centralization decision is followed by respective communication and
structural decisions: resources are centred to establish alignment-oriented strategy
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making. This is structurally being supported up by an incentive system that promotes
search for cost cutting or efficiency measures (such as Six Sigma, Lean Management,
Total Quality Management initiatives).

At the next stage, the employees participating in the cost cutting or efficiency
projects build their competences that gradually develop into routines and managerial
practices that are used regularly for monitoring new ideas that build strategic
capabilities to ensure continuous new business generation.

Figure 3. Process Model from Decentralization to Reintegration (left to right)

Structural and cultural
supportof TMT

Reintegration Communication

decision

Centralizing strategy
creation by dissolving
or refuting the decent-
ralized strategy units

Competence building
and enhancing on
industry-comparison-
focused strategizing

Creating managerial

practices and routines
that monitor better use
of existing businesses

Encouragement of wide
spread employee
participation in
improvement initiatives

Incentive system that
promotes use of best
practices and constant
improvement

Fixing organizational
capabilities that ensure
continuous perfection
of existing capabilities

8. Building a Holistic Dynamic Model

In order to better understand the complexities, the above two models could be
considered to be modelled in one holistic setting. One possibility for doing this could be
enabled by the use of causal loop diagram modelling, which is a methodology that is
mostly used for studying complex feedback systems. In most cases, this is helpful to
observe variables that are affecting each other through chains and links of causes and
effects (Sterman 2000). In most cases, the models are circular, i.e. there is no real
anticipated "end" of the process as described simply above, but it is considered an
endless continuous cycle as depicted on Figure 4, which combines the above-described
two process models into one.

In order to proceed with the computerization of the model | propose to use the
example of Sastry (1997) and advance the computer simulation of the previously causal
loop model with the stock-and-flow diagram produced with the specialised software
Vensim® by Ventana Systems.

The holistic model that tries to display the above-described two process models
in one system dynamic scheme has been described in Figure 5 below. This kind of
model is established with the objective of detecting the dynamics of the overall system
by describing individual linkages between individual variables. On the figure, the
arrows and polarity signs describe the causal linkages between variables. Boxes
demonstrate the level variables that could either be increased or decreased by the flows
that enter or exit those variables, shown on the scheme with double arrows ending in
"resource clouds".
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Figure 4. Simplified Causal Loop Diagram of Exploration-Exploitation Structural
Modulation Model
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Figure 5. Simplified Stock and Flow Diagram of Exploration-Exploitation Structural
Modulation Model
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"Perceived need to decentralize” variable in the middle top of the page is a
central variable that acts as a trigger to move from decentralization to centralization or
back to reintegration. Exploration loop on the left hand side is triggered when the
perceived need to decentralize is high. Exploitation loop on the right hand side is
triggered when the perceived need to decentralize is low.

When the exploration loop is triggered then, as described in the previous
chapter, the employees are encouraged through various means to participate widely in
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innovation initiatives, thereby increasing their innovation-related competences.
Constant successful innovation ultimately leads to saturation point where there is no
additional need for further innovation and decentralization. If the environmental
scanning determines that it has resulted in more innovation than needed on the market,
then the environmental trigger deactivates the exploration loop and activates the
exploitation loop.

When the exploitation loop on the left hand side is triggered, then on the
contrary to the previous, the employees are encouraged to be involved in centralized
cost-cutting initiatives, which increase their competences about optimization. Constant
optimization ultimately also leads to saturation point where the environmental scanning
ultimately determines that more cost cutting has been achieved than is optimally
required by the market. Following that conclusion, the environmental trigger deactivates
the exploitation loop and activates the exploration loop.

For the sake of simplicity, resource loops are not displayed in Figure 5, but in a
more elaborated Figure 6 below. It is necessary to take into consideration both cognitive
capacity and other resource limits (for example, limited finances to invest in innovation
and efficiency simultaneously, limited managerial attention, etc). Without the limits,
delays presented by cognitive, and resource loops, the model would not depict the
inertia of certain strategic moves present in the real world and no structural modulation
would occur.

Furthermore, for the sake of simplicity | have also missed out from this model
certain drivers that affect the variable "decrease of competence™ on both innovation and
optimization side. Those may include: high employee turnover, lack of motivation, poor
management style, general competence deterioration from the lack of training and/or
appropriate professional practice.

In principle, the above model is closely related to and builds on Sastry’s (1997)
model with two notable differences. The first makes it simpler: it is looking at two
discrete changes in punctuated equilibrium - the extremes of exploration and
exploitation as compared to any punctuated strategic orientations as formulated by the
original model (Tushman & Romanelli 1985). The second makes it more complicated: it
should be further elaborated to take into account different variables illustrated in Table
1 above, where the activities related to sense-making, changing knowledge structures
and basic affecting action mechanisms were presented.

9. Hypotheses

As the current causal diagram is preliminary, it does not allow deriving any final
hypotheses. | intend to expand the model with the missing variables, enter the data into
the Vensim and play around with the software to identify how different variables could
affect the dynamics in the model. Oliva has pointed out with recommendations on
computational modelling: “The outcome of modelling should be a dynamic hypothesis
in which there is a degree of confidence that it represents the structure and observed
behaviour of the problem situation. Once confidence in the dynamic hypothesis has
been achieved, it is possible to proceed with the exploration of policies and scenarios,
the optimization of policies, or the articulation and diffusion of insights.” (Oliva 2003).

After the core elements of the dynamics would have been identified through
modelling, | plan to propose two hypotheses on the behaviour of the variables affecting
the strategy process — one regarding the shift from exploration to exploitation and
another for the vice versa. | thereafter intend to test the both hypotheses with further
study.
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10. Second Strategy — Qualitative Research Approach

Usually the research question has a clear linkage to research methodology. "How is
strategy process carried out in structurally modulating organizations?" — The question
that starts with "how?" obviously needs an answer that explains the details of the
process. For that reason, the most appropriate might be the possibility to inquire
primarily into the area of interpretative field.

The assumption that the researcher is the primary research instrument in
qualitative research has been widely accepted by scholars (Eisenhardt 1989, Yin 1981).
It is also related to the point that "the researcher’s repertoire of interpretations limits the
possibilities of making certain interpretations” (Alvesson & Skoldberg 2000). For that
reason, | should also probably argue about my experiences to give the possibility to
assess my cognitive biases that might frame my interpretations.

Being at the age of 21 still in the middle of my undergraduate studies, | became
a director of a unit of six employees, which was a new organization set up according to
an agreement of international organizations. My task was to establish the organization
as a self-sustainable unit, which would coordinate a complex triangle between the
various financing institutions and different international consulting companies
providing services in order to help the public sector organizations through the reform
process. Following the four stressful years in this assignment, | moved on and became a
CEO to restructure a loss-making IT company. The organization of 90 employees
required downsizing and yearned for a completely new strategy that would have
allowed earning profits. That job has been followed by a number of projects in the field
of strategy consulting. As a manager, | was puzzled by the strategy process which
occasionally did not produce the results that it should have had despite the fact that |
tried to do everything by the book. As a consultant, | have noticed that often the top-
level managers tend to leave the traditional methods of strategizing aside and replace
them with ‘common sense' to strategy creation and implementation. What seemed
surprising — in some examples the effects of those ‘free-form' or simple-rules-based
strategies (Eisenhardt & Sull 2001) and strategy processes seemed to occasionally
outperform the methods used by proper planning or design school (Mintzberg & Waters
1985, Mintzberg, Lampel, & Ahlstrand 1998). It was difficult to tell exactly about the
reasons, but somehow these real-life examples forced me to pose the questions on
whether the issues learned during my undergraduate studies on strategic planning and
strategy execution ought to be rejected. That intermezzo hopefully helped to reason on
why | consider seriously taking up the interpretative approach.

11. Interpretative Study

In order to be able to respond well to the question: "How is strategy process carried out
in structurally modulating organizations?" the level of detail required for the analysis is
presumably relatively high. In-depth analysis calls for mostly for interpretative
techniques, i.e. the researcher must understand the contents of the social process.

Although the term ‘qualitative research’ is surrounded by a complex,
interconnected family of terms, concepts, and assumptions, it can be broadly defined as
a "multi-method in focus, involving an interpretive, naturalistic approach to its subject
matter. Following an interpretive approach, a sense of phenomena is engendered by
studying meanings that people give to them, by interpreting people’s experiences"
(Denzin 2001).
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There are several interpretative approaches widely used in social sciences that
are all related to understanding, focusing on complex processes and details through
which people act and give meaning to their actions and interactions.

One of the landmark theorists in this arena is Karl Weick, whose seminal book
"Sensemaking in Organizations" defines it with explanatory processes consisting of:
understanding, interpretation and attributing. The goal of interpretative research is to
understand via clarification and interpretation of meanings given to events, objects, and
actors. Hence, the interpreter is somebody who translates those meanings to others via
"acceptable, approximating translation™ (Weick 1995).

Interpretations can be made by either: a) actor under study, or b) researcher
who studies him. To this account, interpretative research is a collaborative approach
where the research subject and researcher join in a continuous dialogue (Denzin 2001).
Furthermore, in order to increase the understanding and reflect better on the situation,
the researcher is expected to also empathetically observe the subjects via trying to put
oneself into the situation of the acting person (Alvesson & Skoéldberg 2000).

Interpretative researchers therefore try to find new knowledge via experience
of the actors who are involved in social processes under scrutiny. Normally the
researcher therefore has to enter actively the world of those actors whom he is studying.

Finally, it might be a good idea to add a comment from Langley, according to
whom qualitative theory building consists of the processes of induction, deduction and
inspiration. To this process, induction brings in data-driven generalization, whereas
deduction provides a theory-driven testing of hypothesis. Creativity and insight,
deriving from data, experience, existing theories or common sense, adds the process of
inspiration to the sense-making process (Langley 1999). According to those principles,
the process of research follows the Weick's description of "disciplined and reflexive
imagination" (Weick 2001).

Despite the fact that even until today the interpretative approach can be
considered as a somewhat marginalized research definitely in the shadows of the
positivistic (i.e. traditional) research approach, recent years have provided examples
which hint that the prominence of interpretative studies might be rising. Most
importantly, it is due to the reason that many management scholars have faced the
limitation of explanatory powers of positivist research, where the critical stream has
proven to be much more able. That turn has obviously happened because the positivistic
approaches that are well suited to study natural sciences — the forms of inquiry about
social science phenomena: human, social, cultural aspects of our life — are rather
different. Furthermore, some can argue that the positivistic approach mainly tries to
explain and control, whereas the main goal of the interpretative approach is to
understand (Prasad & Prasad 2002, p. 5).

This increasing prominence has recently been promoted by Organizational
Research Methods that dedicated its special issue in January 2002 fully to interpretative
research (Prasad & Prasad 2002). In addition, other top-tier journals have recently
announced similar calls.

12. Potential for Grounded Theory Building?

Following the first discussion on the interpretative approach let me analyse other
options. There is no previous theory out there that would explain the strategy process
changes in the structurally modulating organizations. The modelling that | carried out
on the last few pages was simply part of the thought process that | attempted to go
through while trying to make sense of the otherwise rather complex topic.
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Hence: no previous theoretical framework; the research question that starts
with the word "how?" — an obvious possibility to disentangle the research would be with
the grounded theory building!

In essence, this would mean that the objective of the research initiative is to
create a theory according to the principles of Glaser & Strauss (1967) who would call it
"middle range theory" — which would mean that there would be neither a grand theory,
nor the theory of routine details. My objective would be to establish therefore a
substantive theory where the substance would be the features of the strategy process in
structurally modulating organization. This field would require considerable exploration.
I would not try to create a formal theory that Glaser & Strauss refer to as well in order
to keep the research focus.

Glaser & Strauss (1967) furthermore describe the data collection process as a
simultaneous course of data collection, coding and analysis. In practice it would mean a
considerable amount of data collection in the form of interviews, ethnographical means,
for researcher to continuously analyse data while collecting them, iterating my approach
to data collection (including interview questions) in a flexible manner as the research is
progressing ahead (as Eisenhardt refers to it in her 1989 paper briefly).

Later in-depth data analysis should follow additional iterative stages. Several
researchers have referred to several levels of findings while making sense of the data.
Gioia and Chittipeddi refer to three levels of findings while making sense of the data in
interpretative mode. First order findings give the first-hand overview of the
ethnographer's perspective, a related first-order view that is based on the informants'
perspective and finally second-order view from outside of the immediate researcher's
perspective that is induced from the raw data and the first order findings (Gioia &
Chittipedi 1991, p. 438).

Saku Mantere has offered an alternative view of interpretative approach: the
first encounters with the data would be used to create a conceptual mindset, exploring
the research subject, defining theoretical framework, explicating the research question
and creating a schema for analyzing the research subject. The second encounter with the
data would include emphatic mindset, writing notes of each interview/data source,
grouping the notes under different variables in the model / conceptual schema identified
during the first stage positions while using the schema as a theoretical lens, analyzing
the single variables using the notes, writing detailed descriptions. Finally, the third
encounter with the data would be unifying mindset, comparing variables and writing
substantive theory (Mantere 2003, p. 68).

The primary data collection methods would be done in the form of interviews.
With the possibilities starting from open-ended towards more structured — these are the
most characteristic methods in qualitative research design, with the aim of eliciting the
thoughts and experiences of the respondents. In essence, the interview provides a mode
of sense making for the respondents trying to capture their ideas, but also giving the
opportunity for self-reflection (Rubin & Rubin 1995).

13. Reasoning for Qualitative Research Design Using Case Studies

| see that the study can involve calling for qualitative research that only looks at a very
limited number of case studies and uses ethnographic, focus group discussion and in-
depth interview methods to understand the very roots on how the change process
unfolds between exploratory and exploitative modes. This research approach would
allow me to move closer to the people involved in strategy process. It would allow
seeing firsthand the processes of interaction, change and development unfolding.

128



Conducting an in-depth study requires a combination of factors.

First, it expects a longitudinal design that "enables the researcher to examine
the ebb and flow of social life over time to display the patterns of everyday life as they
change" (Feagin, Orum, & Sjoberg 1991, p. 12). The longer duration of time that |
could spend together with the research subjects would also give me more time to reflect
over observations, revise my original ideas by getting to understand new meanings that
emerge throughout the observations over time. It would therefore allow for a more
detailed examination of the research subject.

However, the length of time should also be restricted somewhat as the first and
foremost pragmatic limitations delimiting the duration of longitudinal study is the
length of the studies in the doctoral programme that cannot be legitimately prolonged
over a certain time. On the other account, plenty of researchers have noted a concept of
data saturation, where usually any additional data collected do not provide additional
value to make the research conclusions. Hopefully the data saturation point could be
achieved earlier than the delimiting deadline of the doctoral programme would be
achieved.

As a second factor: the in-depth study requires typically different data
collection methods to gather research data — archival data, interviews, questionnaires
and observations. My own preferences mostly lie in conducting one-to-one interviews
or focus group interviews, but obviously, they carry their limitations that | am planning
to discuss further.

Eisenhardt has proposed that case study is especially suitable in the event of
need to understand phenomena in complex settings (Eisenhardt 1989). In-depth case
studies can also provide insight via its rich detail. Case studies can employ embedded
design of multiple levels of analysis within a single study (Yin 1981).

Finally, Stake has identified three types of case studies: intrinsic, instrumental
and collective. When conducting an intrinsic case study a researcher wants a better
understanding of a single particular case, which is not necessarily representative of a
wider set of cases. The instrumental case study is when a case is examined in order to
provide an insight of a phenomenon and can be a base for theorizing about this
phenomenon. The collective case study, finally, is when the researcher studies a number
of cases, whereas their collection may or may not be similar or dissimilar — they are
chosen because it is believed that understanding them will lead to better understanding
and better theorizing (Stake 2000).

I can easily relate myself to the typology proposed by Stake, because in my
view all three facets are somehow to a different extent required in order to do a good
research. | am interested in understanding each individual case on its own. In order to
explain the constructs related to exploration and exploitation, also elevating the
uniqueness and particularity of each case and compare, in an instrumental way, with
other cases in order to generalize the second order findings and create understanding
beyond each single case studied, should be required. And finally, to approach the multi-
facetedness of my research question, obviously more is better — this calls for the
collective case study design.

However, again it is necessary to discuss the optimum. In-depth case studies
require a lot of research time to dig into and reflect on the individual cases. This again
increases the time and effort spent on the research.
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14. Research Process in Qualitative Research Design

Lets discuss next what would be the steps that should be taken in order to start with the
case study research.

According to Eisenhardt, a broad definition of the research question would be
required to start building theory from case studies. The definition of research question is
necessary to achieve focus to collect specific data systematically. In my case the
question "How is the strategy process carried out in structurally modulating
organizations?" fulfils this criterion partially. It helps to select better the case
organization(s) that obviously would have to be in a flux between exploration and
exploitation. However, without more detailed specification of the research question the
current version is still rather broad. There are two possibilities that might be considered
in this situation: either to attempt to focus the research question immediately or to
approach the research design in a funnel-manner, whereby during the research process
the researcher constantly refines the research question with the additional data gathered
(Eisenhardt 1989, Yin 1981, Langley 1999).

The second stage that Eisenhardt points out is careful selection of cases, which
she comments being an important stage. The population of the cases defines the
research sample. Pettigrew notes that given the limited number of cases that can be
studied it makes sense to choose those from such extreme or polar types in which the
process of interest is "transparently observable" (Pettigrew 1988), referred through
(Eisenhardt 1989). In my own interpretation of the case study selection for my research
these could be taken from two extremes, too: one company that would be in the
transition from exploration to exploitation and the other one at the active move in the
opposite direction.

Eisenhardt comments that the next stage should be crafting instruments and
protocols. Essentially she recommends to use triangulation of multiple data collection
methods if possible, to provide stronger substantiation of constructs and hypotheses
(Eisenhardt 1989). My intention is to do a combination of interviews, focus group
interviews, ethnographic observations together with simple surveys where | plan to ask
about the immediate assessment of the managers about their perceptions of the strategy
process situation and future outlooks.

| have already described above the key principles of the next stages that
Eisenhardt recommends to go through, hence | will not repeat them on entering the
field, analyzing the data, shaping the hypotheses, enfolding the literature and reaching
closure.

15. Final Conclusions and Further Research

Quantitative Design?

A strategy in the row of subjects researched is the quantitative research design that
would allow normally testing certain work hypotheses that we would have established
for ourselves. The quantitative study would provide for the objectivist or positivist
approach of the research problem. An objectivist would approach strategy process as an
objective reality that exists within an organization, whereas a subjectivist — as seen
before — would be interested in individual accounts of the process, taking no interest in
the context.

Taking into account the nature of the strategy process it would certainly allow
room for certain quantitative issues to be measured.
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The first, most obvious possibility would be to measure the perception of
people participating in the strategy process. They could be surveyed with the means of
quantitative questionnaire where they could give their general insight into the issues that
are related to the concepts of moving between the continuum of exploration and
exploitation while working on strategies.

The second quantitative feature would be to tie the movements on the
exploration-exploitation scale and respective strategizing with the performance of the
company and try to analyse whether certain correlation exists between different patterns
of the decisions, issues, behaviours and their outcome measures. Evidently, we could
also see the chicken-egg dilemma in opposite: whether certain performance implication
would give a way to certain behavioural patterns, decision-making styles or different
issues that are raised within the strategy agenda while moving between exploration and
exploitation modes.

The third, quantitative approach would be to look longitudinally at the samples
of organizations that have gone through the structural modulation and try to identify
some generic patterns. It is not possible to conclude any direct links with the strategy
process because the level of detail would not provide for that, but at least it could give
some additional insights into understanding the macro-level of the structural modulation
better. That would also hopefully reflect on some valuable insights on the micro level
that | described in detail in the qualitative research section.

Further Research

To remind myself about the reason why | started with the research — the objective of the
upcoming research initiative is to improve our understanding of elements of the strategy
process (i.e. strategy episodes and strategy practices) in structurally modulating
organizations. It also intends to contribute by informing practicing managers about
appropriate set-up of strategizing for individual change activities between centralized
and decentralized structures and for continuous structurally modulating renewal
initiatives.

For the practical nature of the research question it might be worthwhile to go
further than a mere modelling exercise. It would be appropriate to triangulate and use
the combination of in-depth qualitative inquiry about individual strategy episodes and
practices on a longitudinal basis to find out how new practices evolve over time. Putting
those two aspects together, the most appropriate research design would probably be first
to model the strategy process in structurally modulating organizations using VenSim
software and thereafter look at two in-depth case studies of organizations that would
display structural modulation in order to check the model in practice. One case
organization would be on its way from exploration mode to exploitation mode and the
other one that is progressing the other way — from exploitation to exploration.

The reasoning behind this choice of case studies would be related to the
following arguments. As the cycles between exploration and exploitation and back have
proven to be in practice lasting about 10-12 years, then the duration of the doctoral
programme would not pragmatically allow for going for a single in-depth case study
approach and follow a single corporation around for the entire cycle. On the other hand,
more than two in-depth case studies would probably also not allow striking a reasonable
balance between the level of detail required to gather data and the extent and duration of
research efforts available.

The combination of two research methods — computational modelling and in-
depth qualitative case study analysis would most importantly allow for higher reliability
in answering to the original research question: "How is strategy process carried out in
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structurally modulating organizations that change their strategic orientation from
exploration to exploitation or vice versa every few years?" A detailed account of the
case would allow improving the model and vice versa: running model with different
variables would reveal potentially interesting patterns in the qualitative data. Second,
the combination of case study data and modelling opens room for normative
optimization of strategy process model. That would enable practicing managers to
conclude whether their strategy processes could be improved. Finally, it would provide
the possibility to test whether the theoretical constructs established in the hypothetical
model could be generalised.
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