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ABSTRACT
The researchreported in this thesis explores the work of knowing which managersbring
to their roles in a transition economy context. It focuses on the processesby which a
sample of managers in Ethiopia know how to make sense of, and act upon, the
differences that make a difference. The point of departure was the contemporary
Western construct of 'business knowledge'. But the research problematises this and
reveals the processualnature of knowing using a sensemakingperspective.
The empirical work involved interviews with 40 top-level managersin five case studies
supplementedwith 18 interviews with analysts,industry experts and officials at national
level.
The study found that at the national level, Ethiopian top-level managers' business
knowledge tended overall to be uncertain, differentiated, politicised and rapidly
evolving. At the organizational level of analysis a number of important differences were
revealed in the ways in which these senior managers made sense of the business
environment and of their own organizational strategies and capabilities. Four main
factors seemedto explain these differences. These were: (a) the degree of perceived
reliance on the state for legitimacy and critical resources; (b) the extent to which
managerswere exposed to market pressures;(c) path dependence;and (d) managers'
interpretive orientations.
This thesis contributes to the ongoing debateson how top-level managers'judgements
on key organisational issuesare basedupon their sensemaking,their interpretative work
and the forms of knowledge which they utilise to frame their decision making. The
thesis adds to the conceptualisation and understanding of the nature of managers'
knowledge in general and how, in particular, managersmake senseof and act upon what
they know in a transition economy context. On a wider plane also, this thesis represents
a serious attempts to span the cultural divide between, on the one hand, Anglo-centric
debates about knowledge and knowing, and, on the other, the Ethiopian business
practice. Hence, it offers a novel alternative to the idea that managementshould be as
'scientific as possible' by illuminating the variety of ways in which different people
make senseof experiencesin different ways. In doing so, it raises questions about the
utility of received thinking about managementin various social and cultural contexts.
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CHAPTER ONE: INTRODUCTION

1.1.Overview
This chapter provides an overview of the thesis, including its purpose and objectives,
the context in which the researchwas conducted, its main findings, and its contribution
to different areas of scholarly enquiry. The thesis uses the related concepts of
'sensemaking' and the process of 'knowing' to interpret and analysethe ways in which
top managersin a transition economy- Ethiopia - learn how to 'make a difference' and
thereby manage more effectively. It constructs a bridge between Western interest in
'Business Knowledge' and case studies of what Ethiopia's top managers 'Need to
Know' in order to do business.
The use of 'Business Knowledge', as a central organising theme for the research,
sternmed from a UK government-funded research initiative. In 2003, the UK's
Economic and Social ResearchCouncil (ESRC) launched a new programme called the
Evolution of Business Knowledge (EBK). Against the background of interest in such
things as the Knowledge Economy, Knowledge Workers and Knowledge Management,
ESRC's EBK programme called for an investigation of management knowledge in
action, organising knowledge for innovation, and making knowledge an asset.
Academics and practitioners, notably in the UK and USA, became interested in using
the concept of Business Knowledge to explore how business organisations use
knowledge to addressthe challengesand opportunities of competing in an increasingly
interconnected world. But, in the process, the abstract noun 'knowledge' was often
treated as if it were a concrete noun. Instead of focussing on what people knew, many
people saw BusinessKnowledge as a freestandingentity: an object among other objects.
It became acceptableto talk about knowledge as if it were a transferable commodity,
I

which could be 'shared' or 'stored'. While concept of Business Knowledge may have
potential, its supporters are not always clear what they mean by 'knowledge'.
Specifically, they often use 'knowledge' - which is a challenging concept - when the
term 'information' would be more precise.
The purpose of this thesis is to explore the concept of 'knowing how to manage' within
a transitional economy - Ethiopia. As an Ethiopian citizen with many years of
experienceof working in Ethiopia for Ethiopian organisations,before coming to the UK
to study management, it was apparent that Western managementmodels hardly fitted
with managerial practices in Ethiopia. Nevertheless, Ethiopian managers(in common
with managerselsewhere) needed to know how to manage more effectively. With this
concept of 'needing to know' in mind, it seemedworthwhile considering how fresh
thinking about knowledge in a British context might be used as a 'tool' for making
senseof how managersin a transitional economy would seek to organisetheir cognitive
world. Clearly, 'the process of knowing' is connected to 'knowledge' and the ESRC's
high-profile concept of 'Business Knowledge' appeared to be a reasonablepoint of
departure.
The focus of this thesis, however, is not on the abstract noun 'knowledge' but on the
know
how
in
Ethiopia
by
to make
top-level
which
a
number
of
managers
processes
sense of, and act upon 'differences that make difference'. At the heart of the
investigation is 'strategic-level knowledge' - that is, top-level managers' knowing of
their environment organisation, businessstrategy, organisational capabilities and other
domains. This form of knowing underpins top-level managers' decision-making on
theseand related issues.
Understanding of 'how managersknow' in the context of their businessorganisations,
how they engagein strategising, and with what forms of knowledge in a very uncertain
and unstable environment, is limited. Despite the availability of a number of studies in

2

different country contexts on the impact of transitions on macro economic aggregates,
relatively little work has examined the implications for businessorganisationsand their
managers(Ray, 2003). This researchthus seeksto fill part of this gap by undertaking
empirical work on knowing and the knowledge work of senior managersin one of the
transitional economies, namely, Ethiopia.

The meaning of strategy is itself

problematical. It is discussed more fully in section 1.2.3, below. For the moment
suffice it to say I am interested in the ways managersmake senseof what it takes their
is
'strategic'
become
Relatedly,
term
the
to
used to connote
organisations
successful.
how managers respond to the institutional pressures with

varying level of

responsiveness.
The theoretical lenses used to investigate the issues of business knowledge are
sensemaking and the perspective that sees knowledge as a process of 'knowing'.
Moreover, institutional theory, various strategic management perspectives and
literatures on transition economieswere used to explore the managers' sensemakingand
'knowing' in an unstable and fluid transition economy context. Knowing how to make
senseof a problem and knowing how to 'make a difference', the practice of power, is
fundamentalto effective management.
'Sensemaking' is a critical organizational activity (Weick, 1995). For top-level
managers, sensemaking activities, such as 'environmental scanning' and 'issue
interpretation', are key tasks that significantly influence organisational decisions and
strategic change(Gioia & Thomas, 1996; Smircich & Stubbart, 1985; Thomas, Clark, &
Gioia, 1993). For other commentators, sensemakingpowerfully affects the way they
'construct' their identities (Pratt, 2000), preserve their organization's image (Dutton &
Dukerich, 1991), or respond to organizational crises (Gephart, 1993). Effective and
rapid sensernakingactivities is critical in dynamic and turbulent contexts, where the
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need to create and maintain coherent understandings that sustain relationships and

enablecollectiveactionis especiallyimportantandchallenging(Weick, 1993).
Following Orlikowski (2002), 1 argue that top-level managers are understood to act
knowledgeably as a routine part of their everyday activity. They are seen to be
flow
the
of
everyday
monitoring
and
routinely
continually
and
reflexive,
purposive
action -their

own and that of others -

in
the
contexts
which
and
physical
social
and

their activities are constituted. Hence, I deliberately use the lens of 'knowing' to
interpret how my sample of top-level managersin Ethiopia make senseof the things
that they 'need to know'.
This thesis analyses how a range of senior managers in five business organisations
'know' how to make senseof their task and institutional environmental situations, and
their own organisation (its capabilities, limitations, knowledge base, strategy, structures
form
internal
form
domains).
Their
and
signals
of
external
sensemaking
and
and, other
the prime subjectsof the research.In this study, managers'knowing is an active process
draws
interpretation,
that
on a repository of
and
calculation
reinterpretation
of
is
What
ideologies
from
drawn
theories
experiences.
past
accumulated
and
assumptions,
derived
in
how'
is
'know
interesting
the
practice,
embedded
processwhereby
especially
from experience,is subject to change as new signals are received. Moreover, the thesis
seeksto explain the variety of ways in which managers'know' and make senseof their
influences
how
the
and
to
they
multiple
and
resolve
and
seek
understand
environment
pressuresthey face.
1.2 Key Themes and Issues
1.2.1. Managers' Sensemaking
The sensemaking lens is relevant for exploring the managers' knowing of their
enviromnent, organisational strategy and organizational capabilities. Sensemaking is

4

distinguished by such things as "its genesis in disruptive ambiguity, its beginnings in
acts of noticing and bracketing, its mixture of retrospect and prospect, its reliance on
presumptions to guide action, its embedding in interdependence,and its culmination in
articulation that shadesinto acting thinkingly" (Weick, et al, 2005: 413). Sensemaking
is useful a 'tool' to explore managers' knowing and actions in an environment
characterisedby institutional voids and flux.
Understanding the processesby which top-level managers in Ethiopia know how to
make senseof ambiguous and turbulent environmentstakes the use of sensemakinginto
new territory. As many authors suggest, sensemaking occurs in organizations when
members confront events, issues,and actions that are somehow surprising or confusing
(Gioia & Thomas, 1996; Weick, 1993,1995). As Weick argued, "The basic idea of
sensemakingis that reality is an ongoing accomplishment that emergesfrom efforts to
create order and make retrospective sense of what occurs" (1993: 635). Thus,
sensemakingis a process of social construction (Berger & Luckmann, 1967) in which
individuals attempt to interpret and explain sets of cues from their environments. This
happens through the production of "accounts" and discursive constructions of reality
that interpret or explain (Antaki, 1994), or through the "activation" of existing accounts
(Gioia & Thomas, 1996; Volkema et al. 1996). In either case, sensemakingallows
managersto deal with uncertainty and ambiguity by creating rational accounts of the
world that enable action. They arrange the world that they experience in a way that
makes senseto them.
At an organisational.level, sensemakingis a fundamentally social process: organization
members interpret their environment in and through interactions with others,
constructing accounts that allow them to comprehend the world and act collectively
(Isabella, 1990; Sackmann, 1991; Starbuck & Milliken, 1988; Weick & Roberts, 1993).
Recent sensemaking research, however, has either tended to focus on its cognitive
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aspects(e.g., Griffith, 1999; Thomas et al., 1993) or has examined social processesthat
Gephart,
1993;
(e.
2000;
Brown,
in
situations
g.,
conditions
or
crisis
out
extreme
play
Weick, 1993; Weick & Roberts, 1993) or conducted in organisations operating in high
reliability or dynamic systems (Endsley, 1995). Less attention has been paid to the
sensemaking that occurs in a context where many of the features of the business
environment which normally supply the assumed context for exploring managers'
how
by
fill
Thus,
this
to
senior
this
gap
exploring
study seeks
sensemakingare missing.
histories,
in
from
positions,
of
organizational
a variety
managersengage sensemaking
personal backgrounds and contextual factors that create divergent frames of reference
(Dutton & Dukerich, 1991; Gephart, 1993; Weick, 1995). In doing so it explores "the
in
limitations"
[managers')
that
aspirations
and
capabilities,
various contexts
shape
turbulent environments(Ray, 2005:16).
A second important aspect of sensemaking in organizations is what it produces:
accounts and the actions that are based on them. As discursive constructions of reality
that provide members with ordered representations of previously unordered external
(Antaki,
1994;
it
describe
thus
the
make
meaningful
and
cues, accounts
or explain
world
Potter & Wetherell, 1987). They can take a wide variety of forms, such as descriptions
of issuesas political or strategic (Gioia and Chittipeddi, 1991), and explanations of the
behaviour of forest fires (Weick, 1993). Accounts are critical resources that allow
individuals to accomplish w6rk and negotiate their day-to-day lives (Antaki, 1994;
Boje, 1991; Gergen, 1999), constructing ordered relationships among sets of entities
(events, people, actions, things) in ways that enablepeople to act or at least to decide to
act (Sackmann, 1991; Starbuck & Milliken,

1988; Weick, 1993). The connection

between accountsand action is particularly highlighted in small group studies: a critical
part of Weick's explanation of the Mann Gulch disaster was the fire crew's failure to
construct an account of the situation that would facilitate collective action. A similar
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dynamic occurs during organizational change (Gioia & Chittipeddi, 1991), in which
accounts serve in facilitating collective transformation.

Following these lines of

arguments,this study investigates how the Ethiopian managersmake senseof, provide
account of their sensemakingand act upon, the sensethey make of their organisations'
internal and external environments.
The processesby which managerslearn how to make senseof their experience shape
managerial decision and actions: recent research in South Eastern European countries
found that the most significant barrier from the business environment is managers'
underdeveloped knowing about their businesses, and this is a major blockade to
transition (Liargovas and Chionis, 2002). By implication, managers' knowing and
acting, when developed appropriately, can 'make a difference' by making business
organisationscompetitive and successfulin a turbulent environment. This in turn, given
the paucity of studies in managers' strategic level knowledge, offers a fruitful but
challenging task of undertaking research on this crucial issue. Understanding how
managersmake senseof their external environment, know their businessesand define
and implement criteria for businesssuccessis important for academiaand practitioners
alike. Thus, the research is of both theoretical and practical value. In the next three
subsections,I turn to consider managers' sensemakingof and knowing of environment,
organisational strategyand organisationalcapabilities.

1.2.2. Managers' Knowledge of 'Environment'
Top-level managersknowing and sensemakingprovide them with a valuable 'map' for
directing effective organizational action (Weick 1995). However, the environments in
which most organizations operate tend to be fluid and complex (March and Simon
1958) and, in today's increasingly interconnectedworld, they change at an increasing
rate (Kanter 1989). As a result, environmental stimuli are often ill structured, and
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managersare often confronted with unfamiliar events or choices. Effective response,or
adaptation, requires that decision makers update their strategic level knowledge (their
beliefs, assumptions, etc). These include identification and sense making of and
enacting unfamiliar environmental events and action alternatives, as well

as

reinterpreting familiar issues and concepts to more closely align their knowledge
systemswith the demandsof their environments. Significant changesin organizational
action may not occur until thesenew understandingsare developed(Bartunek, 1984).
The environment facing Ethiopian managers, at least as far as official analyses and
statistics present it, shows that it has a number of challenging features: for example,
significant and rapid change, a high degree of politicisation, and political instability.
Managers' knowledge of this environment, which, as will be seen, is strongly
differentiated, developed out of social and political circumstances which are very
different from those of today, yet has to grapple with developmentsthat are far more
unpredictable and possibly unstable than those of the West. Thus, top-level managers
must not only notice changes in their organizational environment but also decide
whether those changes are important enough to merit some adaptation in the
organizatioes strategy or design (Weick, 1987). The task of knowing and interpreting
an environment in a transition economy such as Ethiopia's is notably ambiguous and
complicated (Milliken, 1990).
Managers' knowledge systems are developed over time, as a result of a number of
influences including experiences, normative and cognitive factors. They are, as a
number of researchershave noted, important in determining managers' reactions and
behaviour, not least becausethey provide, as Weick notes, a map of the environment, a
map which does not simply describebut defines and constitutes,the world in which the
organisation exists. But the importance of managers' knowing of the business
environment is exacerbatedby high degreesof uncertainty, fluidity and unpredictability.
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Managers have to try to understand, define and 'know' environmental and other
developmentswhich are changing in ways about which they have no prior experience.
More than this, they have to face a degree of political uncertainty which is greatly in
excessof that experiencedin the West.
Focussing on the process of managerial 'knowing'

in a transition economy

environment, such as Ethiopia, adds at least two dimensions to the West's mainstream
literature on management.First, in a sharp contrast to conventional Western received
thinking, changes in the developing countries such as Ethiopia are often due to
significant societal and economic turmoil that are rather difficult to shapeby even the
most intelligent executives. Second, transition to a market driven economy and the
profound changes associatedwith it are mainly policy-induced environmental shocks
typically requiring a wide range of changes in incumbent firms' organisational
configurations and business operations. Accordingly, many western theories to have a
poor fit to the developing countries because of differing cultural values, differing
economics(lack of competition, immobility in factor markets, lack of skilled labour and
professionals), and differing institutional practices (e.g., political motives supersede
economic motives (Jarvenpaaand Leidner, 1998).
It is believed that managers' knowing of the task and institutional environments allows
them to respond effectively to the changing environment. However, managers in
transition economies have difficulties in having sufficient knowledge of the changing
market environments (Djankov and Pohl, 1998). Institutional theory assumes that
organizational decisions and activities are influenced by the social context, including
firm traditions, network ties, regulatory pressures, and societal expectations (Zucker
1987; Scott 1987,1995). Thus, investigating what managers regarded as important
aspects of the environment and the implications of changes in these environmental
aspectson their organisational.basis of competition and key organisational.issues such
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as strategy, organisationalcapabilities and organizationaldesign is of utmost
importance.Therefore,thewaysin which the top-levelmanagers
usetheir knowledgeto
taskenvironment(markets,competitiveandregulatory)and aspects
seeandunderstand
of institutionalenvironmentform a crucialpartof this enquiry.
This research is based on the assumption that, the ways in which managersin stateowned, privatized and post-socialism set-up firms understand and make sense of the
current status and trends in product and factor markets, competitive and institutional
environments situations, will appreciably affect their behaviour. This is all about
'sensemaking' and it requires acquiring and interpreting messagesabout new markets,
new technologies and competitive threats. This information is necessarily evaluated in
the light of managers' and organization's experience and knowledge. In formulating
strategy, managersare necessarily guided to some extent by rules and routines, which
structure inquiries and responses. The fundamental challenge to sense making is
'bounded rationality' (March and Simon, 1958, Simon, 1976). In essence,top-level
managersinterpret the world about them and their organizations and this is basically a
form of theorizing about their organizationsin terms of internal and external signals and
hence forms a central point of this enquiry.

1.2.3. Managers' Knowing of Strategic ResponseDevelopment
The term 'strategy' is used to mean various organisational processes,routines and
practices that managers presume and think to underpin organisational success.
Responding to the dynamic transition environment dependson how strategic issues are
interpreted and 'framed' (Schneider, 1997). This includes both how managers'
knowledge lends meaning to information, thereby rendering it useful for effectively
responding to the new situation, for decision-making and managerial actions. In a
transition economy environment, most of the decisions are made with highly uncertain,
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unstable, fragmented and risk-fraught information. Thus, the nature of knowledge held
by managersis assumedto be uncertain and incomplete.
Firms operate within a social network of norms, values, and taken-for-granted
assumptions about what constitutes appropriate or acceptable economic behaviours
(Oliver, 1991). Such institutional environments are comprised of regulatory, cognitive,
and normative components (Kostova, 1999; Scott, 1995), which become deeply
ingrained over time, and therefore resistant to change.The implication of this might be
that managersmay be susceptible to cognitive inertia - that is, managersmay not be
able to move away from their historic thinking and assumptionof doing businesses.At a
macro level, as a consequence of the politically administered resource allocation
mechanisms that typified the central planning era, transition economies inherited
institutional environments characterizedby high levels of regulations and bureaucracy.
In such environments, accumulation of political power is likely to be a key managerial
goal, as this assures access to resources. In established market economies, the
institutions of free market and price signalling are more likely to focus managerial
attention on performance. Hence, in Ethiopia one might expect to find managers
establishing connections with influential environmental actors to acquire critical
resourcesand for legitimacy.
The dismantling of long-standing societal, political, and economic institutions creates
considerable uncertainties about the future. The transition to a market orientation has
brought about a degree of deinstitutionalisation in Ethiopia. This term refers to 'the
erosion or discontinuity of an institutionalized organisational. practice' (Peng,
2003:277). An established or accepted institutional practice loses its legitimacy such
that what was once taken for granted becomes discontinued or rejected (Oliver,
1992:564). Here, this work investigates how top-level managers make sense of the
antecedentsof deinstitutionalization and the influences these have on the ways they
11

respond to ambiguously changing environment. Furthermore, in virtually all transition
economies, the changeover from plan to market has been accompanied by external
economic shocks and subsequentsharp drops in GDP growth (World Development
Report, 1996). In such an environment, one would expect managerial values, practices
and systems to reflect short-term concern. This might not be the case in a developed
market economy, where institutions and economic conditions are likely to be perceived
as more stable, and prospects for the future more certain. Moreover, Gioia and
Thomas's (1996) study findings suggest that under conditions of change, top
management team members' perceptions of identity and image, especially desired
future image, are key to the sensemakingprocessand serve as important links between
the organization's internal context and the team members' issue interpretations. Thus, it
is of more than passing interest to investigate managers' beliefs and assumptionsabout
what it takes their organisationsto be successfulin a turbulent environment. This study,
thus, seeks to investigate the active engagement of top-level managers in making
strategic choices and enacting strategic outcomes. Knowledge about, and responseto,
the environment is but one dimension. In addition, how managersmake senseof the
internal capabilities is also important.

1.2.4. Managers' Knowing of Organisational Capabilities Requirements
In this study, it is argued that top-level managers' knowledge of the required resources
and capabilities to deliver their strategy is important, not least because it provides
differentiating basesfor their organisational positioning, but also shapeshow managers
see their organisations and themselves (capable or incapable).The environmental
changesresult in new conditions to which managershave to react in new and different
ways, thereby requiring identifying crucial organisational capabilities. As competitive
markets develop, the acquisition and development of knowledge and firm specific
capabilities and assets become crucial for firms to adapt to changing business
12

(Hoskisson et al. 2000). The sourcesof this new knowledge could be from scanningthe
external environment, customers,suppliers, regulatory bodies, researchinstitutions, etc.
Relevant forms of knowledge include 'learning by doing' by the firm itself, the
knowledge encoded in technologies, embodied in people, embeddedin standardsand
routines or obtained by various forms of networking with other organisations(Blackler,
1995). In addition, there are formal/theoretical and practical knowledge (Fenstermacher,
1994) as well as tacit and explicit knowledge (Polanyi, 1958,1966). This thesis seeksto
attend to thesevariations in form but within the Ethiopian context.
It is argued here that understanding how these top-level managersknow the required
different forms of knowledge and capabilities may depend on their businessactivities,
paths and organisational routines (absorptive capacity), contexts and institutional
influences. This is partly in line with the suggestionsof Scarbrough et al (1999) and
Nonaka (1994). "While most organisations embrace most forms of knowledge,
particular forms will dominate according to an organisation's primary focus and the
knowledge it relies on for effective functioning at appropriatetimes" ( Scarbroughet al.,
1998: 29-30). Similarly, drawing on Nonaka (1994), 1 argue that managers would
selectively interpret and use knowledge as it serves their purposes, fits their unique
situations and reflects their relations with the environment. Moreover, institutional
influence is one of the determining factors from the external environment in acquiring
resources and capabilities. According to Oliver (1997), firms are likely to acquire
valued resourcesonly when they do not depart significantly from or do not threaten the
existing valued resources.The managersare also likely to deploy those resourcesonly if
the institutionalized processes,culture, and routines in the firms, industry, and societal
level nurture competencyin the resource.
In the knowledge based view, the primary contribution of the firm's managers is to
integrate new knowledge with the existing stock and to exploit new combinations of
13

knowledge systematically to achieve a competitive advantage that is sustainable
(Dierickx and Cool, 1989). It is argued that resourceschange as a result of innovative
managerial behaviour, as it is the use of the resourcesand not the resourcesthemselves
that are generating competitive advantage. Drawing on these, I seek to explore the
evolving forms of managers' knowledge as well as what they consider as the required
internal capabilities to deliver strategic responsesduring a time of transition.

1.3. Research Purpose and Objectives
Ethiopia is an ancient civilization and a land of contrast. It is widely known for its
physical and ethnic diversity and for over-dependence on a volatile agricultural
economy that is susceptible to recurrent severe droughts, an unstable political
situation, and to disruption caused by a long term civil war of varying degrees of
intensity. The country has been undergoing a transition from a planned socialist
economic system to a more market orientated one since 1992. And the manager's
immediate task in the new market-oriented environment includes not only production
and administrative issuesbut also making senseof plausible strategic issues regarding
market orientation, competition, strategy development and broader organisational
awarenessissuesto make their firms competitive in a dynamic transition environment.
At one level, making sense of sensemakingand knowing of the Ethiopian top-level
managers involves making sense of Ethiopia - and it is useful to consider some of
Ethiopia's distinctive features. First, the last thirty five years has seen the transition
from the feudalist monarchy (with land owned by the Emperor, the nobility and the
Church), through a socialist command and control economy (where private
property was banned) to a quasi-market economy. Given such dramatic shifts over the
relatively short time period, the way in which senior decision makers currently make
senseof their businessmission and businesscontext is of inherent interest. Second,the
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recent economic transformation and associated environmental changes in Ethiopia
presents a distinct business environment for firms, which is not commensuratewith
expectations that underpin Western models of management and business. The
environmental changes were complicated and their sources were multifaceted. While
the types and sources of the environmental changes could be somewhat similar to
anywhere else, their dynamism and level of uncertainty and the ways these were
interpreted and respondedto in the Ethiopian context were different given its specific
historical and cultural context. Third, the socialist experience provided little prior
knowledge that allowed firms and their managers to adequately identify the optimal
opportunities to pursue and to know where to obtain needed resourcesto exploit these
opportunities (Swaan, 1997).
Top-level Ethiopian managers have to think and act in the face of considerable
uncertainty: they lack the information that would be necessary to make 'rational'
decisions. Effective judgment - knowing how to do things in practice involves skills
that cannot be reduced to explicit rules for effective management. The capacity to
manage effectively - in Ethiopia - involves personal experience of Ethiopia: it cannot
be reduced to the rational application of universally applicable 'solutions'. Many of the
rational features of the business environment that might make sense in the West are
renderedinappropriate by the nature of uncertainty associatedwith 'getting things done'
in Ethiopia. Thus, Ethiopia is a fascinating setting in which to explore in extremis the
ways in which executive directors had to interact with uncertainty.
Against that backcloth, this thesis seeksto achieve five objectives.
M

First, it aims to explore how the Ethiopian top-level managersmake senseof
and 'know' the environment in which they have to manage.
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Second,it seeksto build insights into how these managersdevelop strategies
that might make their organisationsmore successful.

M

Third, it seeksto identify what top managers'neededto know'.

a

Fourth, it attempts to provide novel and fresh insights into the utility of
strategic

management and

knowledge-based often-taken-for-granted

in
decision-making
a
thinking
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assumptions
underpin managers'
transition economy context.
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Fifth, it seeksto evaluatethe concept of 'business knowledge' with regard to
what Ethiopian managersdo in practice.

In pursuing these aims, the thesis investigates the processesby which the top-level
managers in Ethiopia know how to make senseof and act upon the 'differences that
it
Moreover,
to
in
highly
difference'
turbulent
seeks
environments.
and
unstable
make
knowledge
for
and
the
of
managers'
specificity
context
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and
account
thereby to provide an opportunity to explore the cultural and historical specificity of
many elementsof received thinking.

1.4. Research Methodology, Main Findings and Contributions
1.4.1 Research Methodology
This thesis is based on qualitative caseresearchon top-level managersin five business
from
is
derived
its
The
a micromethodology
strength
of
research
organisations.
macroscopic approachthat accommodatedthe documentation of evidence, analysis and
interpretations from managers in a number of different organisations operating in
different contexts. It sought to make senseof the dimensions of diversity and how they
develop
intersubjectively
Triangulation
to
to
used
effective
was
management.
related
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viable interpretations of the differences that 'made a difference'. Hence, triangulation
underpinned interpretations constructed from different people's perceptions of the
processesby which the subjectsinvestigatedvariously 'thought what they thought', 'did
what they did' or 'knew what they knew'.
The case study organisationsbelong to different industries (banking and, manufacturing
and export) and ownership types (state-owned and private). This thesis was based on
semi-structured interviews with 40 top-level managers. A further 18 participants with
sufficient knowledge of the transition process and context were purposively selected
and interviewed to frame the research context as well as to facilitate triangulation of
data from the case study managers. The use of multiple casesdesigns for this study is
considered appropriate. This is because"evidence from multiple case studies is often
consideredmore compelling, and the overall study is therefore regardedas more robust"
(Yin, 1989).
Key and Sub-Key Guiding ResearchQuestion (S)
The key researchquestion this thesis examined was "How do managers in a transition
economy make senseof, and act upon, their environments and the developmentof
plausible strategic responses?More specifically, the main questionwas broken down
into three sub questions:
1. How do senior managersinterpret the business environment? What featuresof
the businessenviromnent do they notice and bracket as salient during
sensemaking?
2. What knowledge do the managershave about strategy and strategy making
processesand how do they makejudgments about plausible responses?How
entrepreneurialdo they consider themselvesin respondingto environmental
uncertaintiesand threats?
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3. What is their understandingof the required organizational resources and

What factors
capabilitiesandof how thesemight be acquiredanddeveloped?
do they think of as facilitating/ constraining the acquisition, developmentand
use of the required resourcesand capabilities?
To surnmarise, this thesis explores three dimensions and themes: first, managers'
sensemakingof the business environment; second, their knowing of strategy and the
strategy making processes; and third, their knowing of the assumed organisational.
capabilities required to align with the known environment and with the organisational.
strategy.The use of the term 'knowing' here reflects the strong link betweenknowledge
and practice.
To

explore and investigate the above main research questions, I followed the

suggestions of Miles and Huberman (1994) by (1) keeping prolonged contact, (2)
gaining an holistic overview of the context of the study; (3) attempting to capture data
on the perceptions of local actors 'from the inside'; (4) explicating the ways for
managing day-to- day situations during reporting; (5) being aware of the many possible
interpretations of the material; and (6) using semi structured and less standardized
instruments for data collection.

1.4.2 Key Findings
The main findings can be presentedat two levels: the general and the organisational
levels. Generally speaking, the nature of the Ethiopian top-level managers' knowing
that underpins their decision-making on and acting upon key organisational issues and
the 'knowing' of environment was found to echo the uncertainties that defined their
environment - but some managerswere more effective than others in mastering the
ability to draw on their experienceto produce a useful repertoire of assumptions,beliefs
and interpretive practices drawn from past experience.
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At the organisationallevel, this study produced five main findings that suggested
significant variations in the nature and forms of top-level managers' business
knowledge. Thesewere:
Managers' sensemakingof the environment varied considerably. Managers
in the state-owned and large enterprises considered it as conducive and
stable, but others in private and small enterprises interpreted it as
unpredictable, uncertain and threatening. Such managerial knowledge in
turn, tended to lead them to have different levels of confidence and trust in
the Ethiopian government's commitment to a fully

market-oriented

economic system. More significantly, managers' sensemaking of the
environment focused not on conventional environmental attributes
(dynamism, hostility, complexity, and instability), but on the aspectsof the
specific institutional and task environments elementsthat they thought were
importantfor and impacting on their businessoperations.
2)

While some managers (in state-owned enterprises) were increasingly
becoming familiar with a formal, politically influenced strategy process,
others (in private enterprises) did not have a well-defined strategy
developmentprocess.The latter types of managersexperiencedless formal,
implicit and incremental strategyprocess.

3)

Managers' mode of responsivenessto environmental situations varied from
proactive to reactive/defensive responses. Managers in new enterprises,
operating in policy protected and 'encouraged' businessesand endowed
with critical resourceswere relatively responsive. In contrast, managersin
private enterprisesas well as those in old state-ownedenterprisesand those
operating in newly 'liberalised' sectorswere reactive and defensive in their
strategic profile.

Managers' sensemakingof the strategy clustered around
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what they presumed as plausible strategic actions to make their businesses
successful and competitive. Thus, even though for most managers the
notions of strategy and strategizing practices were problematic, they were
able to pursue clusters of strategies, core strategy varying across
organisations,guided by their sensemakingactivities.
4)

Managers' accounts of what they 'needed to know' were variously
internally-focused, externally-focused or both externally- and internallyfocused knowledge and capabilities to deliver their strategy- depending on
their requirements for effective response to market and competitive
pressures. Developing resources and capabilities is matter of effective
communication with the people who control the resourcesor the people who
are capable of 'doing what has to be done'. Personalconnections are more
important than organisational characteristics, such as size, ownership type
and maturity.

5)

What managersneeded to know varied considerably. In some cases(stateowned enterprises and banking organisations), they could establish
relatively

reliable

expectations; but, in

other cases (private and

manufacturing and exporting enterprises), the 'rules of the game' (North,
1990) were far from clear.
In summary, four important factors that seemedto influence the nature and the forms of
managers' knowledge and sensemaking at organisational level during a time of
transition were found to be:
a) the extent to which managerswere reliant for strategizing and critical resources
on the state;
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b) the degree to which they were exposed to market pressuresand whether they
were operating either in protected or opened-upbusinessestypes /industry;
c) path dependence(as seen most especially with regard to cultural influences,
legacy of socialism, managers'prior knowledge, etc);
d) managers' general interpretive orientations.
Even though, on the one hand, top-level managers' knowing was obviously influenced
displayed
it
important
in
by
the
path
also
ways
some
and shaped
surrounding context,
dependencyand was the product of managers'historic experiences.

1.4.3. Contributions
Although the researchfocuseson managers,organisationsand the businessenvironment
in Ethiopia and how managersunderstandand make senseof the environment and their
organisations,the real interest is not primarily in Ethiopia per se. Ethiopia is used as a
context in which to explore ideas which have wider application. This study's detailed
contributions are presentedin chapter 9 section 9.3 (p: 302-309). In summary form, this
study's theoretical, practical and policy-related contributions are presentedbelow.
In terms of theory, four contributions can be highlighted.

One of the study's

knowing'
'modes
in
its
identification
lies
that
to
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of
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its
how'
'know
from
formal
to
the
theoretical
and
varieties,
and
un-specifiable
range
and how managers' came to hold these forms of knowledge. By focussing on
'knowing', as opposedto 'knowledge', it becomesclear that different people, who learn
how to do things in different contexts, know things in different ways. Accordingly,
concerns about managers' knowledge - in terms of complicated, multifaceted, abstract
concepts (Blackler, 1995, Moss, 2001, Tsoukas, 1996) -

are eclipsed by a

straightforward concern with the processof 'knowing how to do things in practice'. The
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capacity to know new things is shapedby what is already known. Knowing is a path
dependent process. Knowledge cannot be separatedfrom 'knowers': the people who
know. And the way in which Ethiopian managerstried to acquire formal and theoretical
knowledge in their bid to transform themselvesinto Westem-type managers,who used
'modem managementtechniques', was mediated by what they had leamed in Ethiopia.
Second,this study contributes to institutional theory. It is relevant to three fundamental
tenets of institutional theory, which suggestthat: (1) strategic choice is constrainedand
bounded (North, 1990, DiMaggio and Powell, 1991); (2) many emerging competitive
advantages in emerging economies are based on network relationships and close
business-governmentties (Peng & Heath, 1996;Peng, 2000,2003); and (3) there is
convergenceon common templates that presumably embrace assumptionsand codified
knowledge about the nature of, for example, competition or other important aspectsof
the environment (Meyer and Rowan, 1977, Lant and Baum, 1995). In support of point
one, the study into the Ethiopian top-level managers' sensemaking of the important
aspectsof the environment found that the prevailing Ethiopian institutional arrangement
created constraints (e.g. entry barriers to financial services, an 'unfair' level playing
field, an underdeveloped property-based legal framework, etc) and generated
opportunities for actions (e.g., export incentives, targeted development policies).
Regarding point two however, while this study's results revealed the importance of
business-state relationship but also found the Ethiopian managers to be weak in
practising network-based strategy, probably implying that the institutional-based view
of strategy could take a variety of forms and saliency depending on historical and
cultural context. In contrast to institutional theory's assumption, this study did not find
managers' knowledge convergence on common templates or models of action in the
period of institutional flux and void. Expectations that are deeply embedded in the
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fabric of Ethiopian society embody the power to reproducethemselvesmore effectively
than many 'outsiders' might imagine.

Third, this study also contributed to the sensemakinglens and strand of organisational
theory that deals with the interpretation of the environment that suggests managers
respond primarily to what they perceive (Miles, et al., 1974), strategic actions depend
upon interpretation of the environment (Schneider and De Meyer, 1991) and managers'
interpretations to be subjected to influences of multiple levels (Hambrick and Mason,
1984; Miller, 1993). While this study finding supports the contentions of the above
literatures in terms of managers' differing in their fmmes of reference regarding the
aspects of the environment, in acts of noticing and bracketing and had simplified
representationsof the world depending on their current roles and organisational.factors,
it also added some subtlety on the nature of managerial knowing of the environment. In
line with sensemakingliterature (Gioia and Thomas, 1996) managers' perceptions of
the identity and image (including desired future image) of their organisationswas key
to the sensemakingprocessand served as important links between what they thought as
their plausible strategy elements and consequentialactions. Managers' acts of noticing
and bracketing of what they considered as strategic issues focused not on a general
environment but specific aspects/elementsof that environment which they thought as
important for and impacting on, positively or negatively, their businesses. The
implication of this might be that managers define their categories differently from
scholars (Ford and Hegarty, 1984). For instance, Jackson and Dutton (1987) selected
two important terms: 'opportunity' and 'threats' that have theoretical and practical
significance, and found that theseterms are not polar opposites.Instead the terms share
many attributes, such as 'high importance' (Stubbart, 1989:333) and this might be the
casein the interpretive frame of the Ethiopian managers.
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This thesis also provides new insights into the nature of and limitations of transferability
of received western business concepts, theories and models in different settings and
contexts. More specifically the thesis may raise questions about the limitations of
received thinking in managementin general and, strategic managementand knowledgebased assumptionsin particular. Thus, the study can be used as a way to reflect back
upon conventional thinking about strategy and business.Work in this direction is just
commencing and its continuity would further both scholars' and practitioners'
understandingof the knowledge work of managersin varied contexts and environments.
Managerial implication:

The findings of this thesis are of importance to practising

managersbecausethe study was based on what these managersperceived, interpreted
and 'framed' as strategic /important issues for the success of their business
organisations. Thus, the study has implications for practising managers. First, it
provides better understanding of how these managersthink, assume and believe - or
their general interpretive orientation - could influence (enable and/or constrain) their
interactions with ambiguously changing environmentsand their decision-making on key
organisational issues. Second, managers could draw some lessons in terms of how
managersin their roles could facilitate the creation of common knowledge sharing space
taking into account the multifaceted nature of knowledge and, through trial and error,
iterative actions, enactment and sensemaking. Third, managers can gain a better
understandingof the influences of their reliance on state or market mechanismsand, of
the prevailing institutional framework (government policies, incentive mechanism,etc.)
on their strategic knowledge that underpin their decision-making on key organisational
issues such as strategy, organisational design and organisational capabilities
development.

This study can also contribute in the areasof policy making, especially in a transition
economy environment.

This research pointed to the influences that institutional
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environment, institutional voids and ambiguously changing environment have on the
framing and decision-making behaviour of firms and managers. Developing policies
that might improve practice - at the micro level - depend on appreciating what
happened, in practice, at the micro level. For example, improvements in education
could help the development of relevant skills and support the transition to marketrational economic principles.

1.5. Structure of the Thesis
This thesis is composed of nine chapters. A brief description of each chapter follows.

Chapter 2 reviews a broad range of theoretical and empirical literatures relevant to the
research questions and issues investigated by this study. Because of the nature and
complexity of issues and concepts such as environment, strategy, organisational
capabilities, organisational knowledge investigated in this thesis, a wide range of
theoretical and empirical literatures were reviewed. The surveyed literatures included
sensemaking, knowledge, institutional, strategic management, and transition and
developing economies environments. These reviews were used to provide flexibility to
the researchprocessbasedon the unfolding results in the fieldwork.
Chapter 3 presentsthe conceptual framework developedto guide the researchprocess.It
was the result of a synthesisedreview of the relevant literatures based on the research
theme and researchquestions. The central theme of the conceptual framework was the
top-level managers' knowing. It provided a systematicbasis with which to present and
discussthe study findings and to draw conclusions.
Chapter 4 presentsthe review of the researchparadigms and researchmethodology. The

aim was to make succinctdistinction betweenpositivist and interpretivistresearch
paradigms and to make infon-ned choice on the appropriate approachesto this study.
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Qualitativecasestudiesinformedby the pluralistmethodologicalapproachwere found
to be suitable for exploring the rich, unobservable and subjective perceptions,
interpretations and sensemakingof top-level managers.
Chapter 5 describesthe researchprocess.The chapter begins by presenting the research
model that shows the composition of study participants and micro-macroscopic
approach deployed. The chapter details the main research processesI went through,
including accessgaining strategy, casesselection, data collection methods and process,
issuesof rigour and relevance,and how the datawas analysed.
Chapter 6 presentsthe researchcontext setting basedon the analysesof interviews with
18 national level government officials, analysts and experts who have sufficient
knowledge about the Ethiopian transition process and drawing on the secondary
authoritative sources.This chapter setsnot only to provide highly pertinent information
about the research context but also paves the ways for better understanding of the
context in which the managers' knowing is enabled. Moreover, it provides the essential
basis to make the over-all researchfindings more transferable and hence would help to
makejudgements about businessorganisationsand their managersin similar contexts.
Chapter 7 presentsthe study's findings and analysis. The study findings and analyses
were presented systematically based on the research questions and the conceptual
framework. The findings were structuredby the studied themes: managers' knowledge
of the 'environment' and its salient aspects,their knowledge of organisational strategy
and strategy making process, their understanding of the required organisational.
resourcesand capabilities, and the nature of evolving forms of managers' knowledge.
Chapter 8 presents discussion and interpretations. It discussesthe main findings and
examines their implications. Moreover, it illuminates how the Ethiopian managers'
knowledge was differentiated, uncertain, contested and displays significant variations
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inter-organisationally. The final part of this chapter examinesthe implications as well as
provides conclusions on the knowing and sensemaking of top-level managers in
Ethiopia.
Chapter 9 presentsthis study's conclusionsand implications, and identifies issuesfor
further research.
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CHAPTER TWO: LITERATURE REVIEW

2.1. Introduction
The journey from 'Business Knowledge'

to sensemaking and what top managers in

Ethiopia 'Need to Know' in order to 'do business' effectively involves an interdisciplinary
approach to some large and often challenging bodies of literature. This chapter is organised
as follows. In the next section, I review the sensemaking literature. This is followed by a
review of literature on the perspectives on knowledge, knowledge as 'knowing' and forms
of knowledge in section three. Section four presents literature review on how managers'
make sense of and know about environments, strategies and organisational capabilities.
This is followed by the review of literatures on how managers are seen in different strategy
approaches, in section five. Literatures on different types of environment including task,
institutional,

distinctiveness of the transition economy environment, and related de-

institutionalization trajectory are reviewed in section six. This section aims to illuminate the
context in which managers' knowledge is constructed and shaped and how it can be
historically and contextually specific. The final section summarises how issues raised in
the literature review relate to the design and implementation of my empirical research.

2.2. Managers' 'Sensemaking' in BusinessOrganisations
A defining themeof the problem facedby top-level managersin Ethiopia-or any turbulent
businessenvironmentwhere the institutional 'rules of the game' (North, 1990)are in fluxis uncertainty.How should they think and act without the information that would be needed
to make a 'rational' decision?Amid a burgeoningliterature on sensemaking,Karl Weick's
discussionof 'equivocality' (where the picture is confused)and 'uncertainty' (parts of the
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picture are missing) provide particularly convenient labels for the problem of 'not
knowing'.
Equivocality involves the existence of several different, simultaneous interpretations
(Weick, 1995: 91). Uncertainty refers to a lack of information that makes constructing a
plausible interpretation about a situation difficult.

When equivocality involves multiple

interpretations,individuals engagein sensemakingbecauseof confusion-they simply do
not know how to mediate among interpretations (Weick, 1995). For uncertainty,
sensemakingarises becauseindividuals lack accessto a plausible interpretation-they
cannot see (or are unsure of) how their actions will affect the future (Weick, 1995). In
either case,sensemakinginvolves the personalcapacity to judge what might be possiblein
the face of a confused or partial picture. But the processis never-ending:as soon as we
make senseof a 'thing' we have to make senseof how that thing changeswhat we already
knew. While we might try to 'suspend'experience,as we reflect on 'the world as we seeit',
our thoughtsare continually reshapedas we 'see' new things. Sensemakingevolves as we
come to the world in different ways: it seeksthe abstractionof plausible accountsthat
might guide action (Weick et al. 2005).
Researchthat has addressedthe social processesof organizationalsensemakinghas tended
to follow one of two approaches.The first of these investigates how certain groups
influence people's understandingsof issues. Leaders have received particular attention
(Dutton & Jackson,1987; Smircich & Stubbart, 1985).Gioia and Chittipeddi, for example,
arguedthat critical leaderbehaviour during strategicchangeis "sensegiving'ý-which they
defined as "the process of attempting to influence the sensemaking and meaning
constructionof otherstoward a preferredredefinition of organizationalreality" (1991: 442).
Building on this work, other studies have examined the varieties of leader sensegiving.
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Gioia and Thomas (1996), for instance,suggestedthat leader sensegivingstrategiesmay
vary dependingupon the strategic or political nature of an issue; Barturiek et al. (1999)
identified a range of different leader sensegivingstrategiesand found, for example, that
when leadersfelt personally threatened,they were more likely to focus their sensegiving
efforts upon opportunities that strategic change presentedfor stakeholders.All of this
researchhighlights the importance of sensegivingas a fundamental leadership activity
within organizationalsensemaking.
Other studieshave demonstratedhow middle managersshapeorganizationalaccountsby
sensegivingto their leaders. Dutton and colleagues, for example, have examined how
middle managers gain top managementattention and influence organizational action
through "issue selling" (Dutton & Ashford, 1993; Dutton et al. 1997). Similarly, Westley
(1990) showed how middle managerscould shapestrategy through their participation in
44strategic
conversations"with their bosses,influencing the way in which an issue was
understoodand "enacted." Thesestudiesdemonstratethat while leadersare uniquely placed
to influencehow issuesare interpretedand understoodin organizations,their interpretations
can be significantly shapedby the sensegivingefforts of others. Balogun and Johnson
(2004) examinedchangefrom a middle managerperspectiveduring an imposedshift from
hierarchy to a modular organizationalform in order to identify patternsof schemachange,
understandhow middle managersensemakinginforms schemadevelopment,and consider
the relationship between schema change and restructuring. Their study helps to better
understand the schema comparison phase (Labianca et al., 2000) in organizational
restructuring from the point of view of middle managersas "change recipients". These
authorsshowedhow a number of particular contextualfactors could influence the schema
developmentpatterns.In contrast to the results of previous studies (such Labianca et al.,
2000), they found that (1) when change is imposed, forcing a break from the past, a
30

for
be
likely
changerecipients than a
of
schema
more
sequence
change
may
replacement
relocation sequence.Furthermore,(2) a replacementsequenceaffects subsequentschema
evolution: schemataevolve incrementally from comparison with experience, with no
duality and comparisonof old and new (expected)schemata.Finally, (3) the conflict model
may be more prevalent when there are no channels or mechanismsto facilitate the
resolutionof conflict causedby differencesin schemata.
The above-mentionedstudiesprovide insight into some of the strategiesthat leadersand
stakeholdersuse to shapeorganizationalunderstandingsand accountsof issues;they have
primarily focused on the role played by just one party or the other. However, relatively
little is known about the dynamics of sensemakingwhen different parties engage
simultaneouslyor reciprocally in such activities, or about the ways in which the accounts
they generateare reconciled-or are not reconciled.
A second approach to organizational sensemakinghas examined the social processes
in
first
holistically
than
the
contexts
approach-albeit
associatedwith sensemakingmore
that are marked by crisis or extreme circumstances.Weick's (1993) analysisof the Mann
Gulch disaster,for instance,suggestsa dialectical relationshipbetweensocial structureand
sensemaking: the accounts generated by sensemaking facilitate the formation and
reformation of social structure (the social roles and relationships among some group of
actors),while social roles and relationshipsprovide a basis for sensemaking.Thus, Weick
be
difficult
in
that
could
sensemaking
argued
without social roles and relationships place,
or impossible, leading to confusion and distress. In a study of sensemakingon aircraft
carriers, Weick and Roberts (1993) developed the concepts of "collective mind" and
"heedful interrelating" to describe how organization members can generate reliable
collective action. Their study moved sensemakingaway from a strictly cognitive metaphor
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by associating collective mind not with a superordinateset of cognitions, but with "a
pattern of interrelatedactivities amongmany people" and by offering the argumentthat the
intelligence of a collective mind depends upon the heedfulness with which people
interrelate.
Organizationaldisastersand crises have also provided a fruitful context for researchinto
sensemakingamong multiple parties (Brown, 2000; Brown & Jones,2000; Gephart, 1992,
1993). Emerging from studies of organizationalinquiries is an image of sensemakingin
which participantswork to find acceptablegroundsfor the assignmentof responsibility. In
Gephart's 1993 study of a disaster inquiry, for instance, participants engaged in a
multistagesensemakingprocessthat drew on a rangeof local organizationaland individual
attributes. Formal organizational schemeswere used to identify potentially responsible
individuals, and then these individuals were evaluated with respect to organizational
schemesand social norms. The evaluations were then used to construct a subset of
individuals with "uniquely problematic or laudableselves" (Gephart, 1993: 1507).Finally,
responsibility was assigned based on an emergent sense of interpretations shared by
participants, with the exception of those ultimately assigned responsibility, who held
divergent views. This research highlights the importance of attending to the process
through which agreementis achieved in sensemaking,and particularly, to the ways in
which sensemakingprocessesinteract with features of the settings in which they occur
(Brown, 2000; Gephart,1993).
From these studiesof sensemakingin the face of crisis, three critical issuesemerge.First,
this researchhas focusedon a situation in which there is pressure(often immensepressure)
to make senseof the world quickly. But a crisis, which renders everyday expectations
inappropriate,is hardly an appropriatebasis for making senseof everyday expectations.
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Second,thesestudiesof criseshave tendedto examinethe actionsof close-knit group, such
as fire crews, flight deck teams,and industrial disasters,where 'insiders' know each other
well and might imagine what is in each other's minds-thereby facilitating effective
communication and coordinated action. But these qualities are likely to be less well
developed in contexts where participants do not know each other well. Third, 'highpressure' sensemakingin extreme environments,such as fire fighting and aircraft carrier
flight-decks, involve life-and-deathimperativesthat guide thoughtsand actionsin ways that
might not fit with the mundaneworld of everydaybusiness.
The above selectionsfrom the sensemakingliterature show the importance of looking at
what actual people do in practice. While much of the Westernmanagementliterature has
tried to develop universal 'solutions' and often exhibited a contemptuousattitude to the
particular case, sensemakingstressesthe importance of looking at particular cases.But
rules cannot be applied according to rules (becauseeach rule would need another rule to
explain its interpretation and you would never arrive at a definitive statement). And
sensemakingavoids the difficulty of objectivist approachesto 'what ought to be' by
providing a viable vehicle for looking at what peopledo in practice.
When people make sense of things, they have to ask sensible questions-and allow
themselvesto be guided by what they know, but cannot tell. Hunches and intuition are
essential to making sense of confused and partial pictures. Discrepancies,changes,or
fluctuations in the expectedflow of eventstrigger key questions:'What is the story?' And
'Now whatT Sensemakinginvolves reflexively automaticthinking and acting. Peoplethink
and act as if somethingwere the case-while subsequentexperienceshapesthe sensethat
they make of their those thoughts and actions. Sensemaking'is as much a matter of
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thinking that is acted out conversationallyin the world as it is a matter of knowledge and
techniqueapplied to the world' (Weick et al. 2005: 412).
Sensemakingis useful tool for interpreting what managers do in practice. Successful
managementof business organisationsentails managersto exercise 'sense making' by
acquiring and interpreting messagesabout new markets,new technologiesand competitive
threats. This information is necessarily evaluated in the light of individuals and
organization'sexperienceand knowledge.In formulating an action plan, the organizationis
necessarily guided to some extent by rules and routines, which structure inquiries and
responses.The fundamentalchallengeto sensemaking is boundedrationality. In essence,
business organisations and their management must interpret the world about them.
Interpretative activity is a form of theorizing about market and firm behaviour. It is a
worthwhile vehicle for making senseof what Ethiopian managersdo in their uncertain
worlds.

2.3. Perspectiveson Knowledge and Knowing
This section aims at distinguishing between treating knowledge as a 'thing'-based on
objectivist perspectivesin which knowledgeis an object amongother objects-and a focus
on 'the processof knowing'. There has beenan overwhelmingtendencyin the West to see
knowledge as a representationof what exists independently of the knower and the
objectivist view of knowledgehas proved popular. But, if you want to sustainthe idea that
knowledge-which has traditionally been regardedas an abstract noun-could be treated
as if it were a concrete noun, it is important to specify the nature of 'the thing called
knowledge'. And difficult questionswould have to be answered:how could you determine
the 'goodness'of a piece of knowledge?
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Notwithstanding the popularity of objectivist views of knowledge as an object, it is often
difficult to seewhat is meant by 'knowledge'. However, if we switch our attention to the
processof knowing, challenging conceptual issuesassociatedwith the objectification of
knowledge can be avoided. Suddenly, it becomespossible to ask more straightforward
questionsabout how people 'know how to do things in practice'. Such a perspectiveon
knowing is complementaryto sensemaking.It is about 'knowing how to do things-such
as making senseof the problem of how to manageeffectively.

2.3.1. BusinessKnowledge
Many contributors to the management and business literature insist that Business
Knowledge is important, but are often unclearabout what they meanby 'knowledge'. Part
of the problem seemsto be that the term knowledge is used in a casual way that means
different things to different people.Another difficulty seemsto be that 'knowledge' is often
confusedwith 'information'. Problemsalso arise if knowledge is defined in a way that is
too general to be useful. One much-cited definition of knowledge, offered by Davenport
and Prusak(1998: 5), suggestedthat many things count as knowledge.
"Knowledge is a fluid mix of framed experience,values, contextual information, and
expert insight that provides a framework for evaluatingand incorporatingnew experiences
and information. It originates and is applied in the minds of knowers. In organizations,it
often becomes embeddednot only in documents but also in organizational routines,
processes,practicesand norms".

While great thinkers, suchas Immanuel Kant and Albert Einstein, have equatedknowledge
with experience, Davenport and Prusak want to add other things to experience, such as

'values' and 'expert insight'. But one might object that 'everything that is known' is known
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in the course ofpersonal experience.Where does experiencestop and 'values' or 'expert
insight' starP What could we claim to know that is outsideour experience?
Much of the Business Knowledge literature relies on the use of the abstract noun
'knowledge'. But the type of knowledge that is discussedin the managementand business
literature often oweslittle to the realist notion of scientific knowledgeas a 'true' picture of
what really exists. Instead,it is often used in an altogethermore casualway-for example,
as a description of what supposedlyknowledgeablepeople happento think. Accordingly,
so-called 'explicit knowledge' is often no more than a personalopinion-and the issue of
'whose opinion we could trust and why' is often overlooked.Nevertheless,talking about
BusinessKnowledgehasbecomepopular. Indeed,"knowledge" hasbecomethe watchword
of contemporary organizations (Orlikowski, 2002), and researchinterest in knowledge,
knowledge-basedorganizations,and knowledge managementhas accelerated(Kogut and
Zander 1992,Starbuck 1992,Nonaka and Takeuchi 1995,Tsoukas 1996,Teece 1998).But
the concept of BusinessKnowledge has become intertwined with a bewildering array of
discussionsabout different 'forms of knowledge.

2.3.2. Forms of Knowledge
Two distinct perspectiveson organizational knowledge are currently discernable. One
proposesthat organizationshave different types of knowledge, and that identifying and
examining thesewill lead to more effective meansfor generating,sharing, and managing
knowledge in organizations. Tsoukas (1996:13) characterizes such a perspective as
'taxonomic', with researchersdevelopingclassificationsof knowledgeand then using these
to examinethe various strategies,routines,and techniquesthrough which different types of
knowledgeare created,codified, converted,transferred,and exchanged(Nelson and Winter
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1982, Leonard-Barton 1992, Hedlund 1994, Nonaka, 1994, Nonaka and Takeuchi 1995,
Winter 1987,Teece 1998,Hansen 1999).Many of theseknowledge classificationstake as
their starting point the distinction made by Polanyi (1967) between tacit and explicit
knowing. This classic distinction is then typically used to elaborateadditional knowledge
dichotomies,for example,local vs. universal, codified versusuncodified, canonicalversus
noncanonical,proceduralversusdeclarative,and know-how versusknow-what.
Some researchershave been critical of a purely taxonomic perspective,arguing that it
reffies knowledgeby treating it as a stock or set of discreteelements.Furthermore,Tsoukas
(1996: 14) observesthat a taxonomic perspectivedoesnot recognizethat "tacit and explicit
knowledge are mutually constituted

[essentially] inseparable".In particular, he argues
...

that tacit knowledge "is the necessarycomponentof all knowledge; it is not made up of
discretebeanswhich may be ground, lost or reconstituted." Along with others (Boland and
Tenkasi 1995, Davenport and Prusak 1998, Cook and Brown 1999), he arguesinsteadfor
an integrated approach that affords a view of organizational knowledge as processual,
dispersed,and "inherently indeterminate" (1996: 22). Brown and DugUid (1998), while
they share with Tsoukas (1996) a view of knowledge as emergent, depart from his
integrationist focus by retaining a distinction between types of knowledge. In particular,
they adapt Ryle's (1949) articulation of 'knowing that' and 'knowing how' to argue that
'know-how' is different from 'know-what' in its dispositional character.Thus, know-how
is "the particular ability to put know-what into practice" (Brown and Duguid 1998:91). As
such, it is a capability embeddedin particular communitiesof practice (Brown and Duguid
1998:95). This allows know-how to be easily moved within and among communitieswith
similar practices,but makesit "sticky" or difficult to move acrosscommunitiesof practice
(Brown and Duguid 1998:100-102). Recognition of the "stickiness" of know-how has led
to various proposals for facilitating knowledge sharing across communities of practice,
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(Wenger
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such as:
(Brown and Duguid 1998),using boundary objects (Henderson1991), and participating in
cross-communitycommunicationforums (Boland and Tenkasi 1995).
Someof the well-known classificationsof knowledgeinclude tacit-explicit (Polanyi, 1958,
1966);generalknowledge,specific knowledgeand expertknowledge(Schankand Abelson,
1977); declarative, procedural, and causal knowledge (Anderson, 1993); embrained,
embodied, encultured, embeddedand encoded(Blackler, 1995), technical and cognitive
(Nonaka and Takeuchi, 1995), propositional, practical, experiential and presentational
(Heron, 1996)and formal - practical knowledge (Fenstermacher,1994).Thesedistinctions
are seldomunproblematic:
"Knowledge is a slippery and elusive concept,and every discipline hasits own secret
realization of it. Problemsof interpretationhaunt every attemptto usethe concept
effectively, suchthat even basic typologies that talk about, say,formal versustacit
knowledge(Polanyi, 1967)actually can be quite meaninglessin certain contexts".
(Scarborough& Burrell, 1996: 178)
Moreover, it is important to note that any categorization of knowledge is a simplification
process to understand this complex concept. Below, I review selectively some of the past
works in this area in relation to my research.

The distinction made between 'tacit' and 'explicit' knowledge by Polanyi (1958,1966)
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organisations and
knowledge is an aspectof what in this study is consideredas strategiclevel knowledge. It
refers to the expertise,skills, and assumptionsthat individuals developover the years and it
is rooted in action, experience,and involvement in a specific context (Nonaka, 1994).The
explicit knowledge is articulated, codified, and communicatedin symbolic form and/or
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natural language. By accessing, sharing, and implementing both explicit and tacit
knowledge, organizationscan influence behavior and achieve improved performanceboth
individually and organizationally.
Knowledge can also be viewed as existing in the individual or the collective (Nonaka
1994). Individual knowledge is created by and exists in the individual whereas social
knowledgeis createdby and inherent in the collective actionsof a group. Both Nonaka and
others (e.g., Spender 1996,) rely heavily on the tacit-explicit, individual-collective
knowledge distinction but do not provide a comprehensive explanation as to the
interrelationshipsamong the various knowledge types. Critiques emphasizedit would be
better to see them as mutually dependentand reinforcing each other (Alavi and Leidner,
2001; Tsoukas, 1996) rather than overvaluing the tacit component.This is becausetacit
knowledge forms the backgroundnecessaryfor assigningthe structureneededto develop
and interpret explicit knowledge (Polanyi, 1975). The inextricable linkage of tacit and
explicit knowledge suggests that only individuals with a requisite level of shared
knowledge can truly understandeach other. This implies sensernakingin organisations
requiresa sharedknowledgespace(Alavi and Leidner, 2001).
As this study focuseson the work of managersand their knowledge baseit also becomes
important to review two important types of knowledge: 'formal' and 'practical'. Formal
knowledge refers to what is known as the standard,or justified true belief, account of
human knowledge (Fenstermacher,1994). Such knowledge is gained from studies of
business and management that use conventional scientific methods, qualitative or
quantitative and driven by research-basedtheory; these methodsand their accompanying
designs are intended to yield commonly accepted validity, generalizability, and
intersubjectivity.
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In contrast managers' practical knowledge is not what managersknow in theory or
empirical propositionsbut knowledge gainedthrough experiencein performing managerial
duties, resolving conflicts, making judgement on competing considerations.It connects
aspirationsto plans and then to managerialpractices.It is a personalpractical knowledge.
The description of practical knowledge of teachersby Clandinin (1992:15) is useful and
adopted here to exploring the nature of managers' knowledge in this study. Clandinin
(1992:125)describedthis form of knowledgeas follows:
"We seepersonalpractical knowledgeas in the person'spast experience,in the person's
mind and body and in the person's future plans and actions.It is knowledgethat reflects
the individual's prior knowledge and acknowledges the contextual nature of that
teacher'sknowledge.It is a kind of knowledgecarvedout of, and shapedby, situations;
knowledgethat is constructedand reconstructedas we live out our storiesand retell and
relive them through processof reflection".

Practical knowledge thus is knowledge that is developed from participating in and
reflecting on actions and experience.It is boundedby the situation and context in which it
arises.Therefore,knowledgesuchas embodied,situatedand locatedcould form varietiesof
practical knowledge. As Schon (1983) set forth more explicitly in the Rej7ective
Practitioners and if we considermanagersas professionals,then managersknowledge is a
knowledgeof practiceconstructedin and shapedby situationsand contexts.
A pragmatic approach to classifying knowledge simply attempts to identify types of
knowledge that are useful to organizations.Examplesinclude knowledgeabout customers,
products, processes,and competitors, which can include best practices, know-how and
heuristic rules, patterns, software code, business processesand models; architectures,
technology and businessframeworks; project experiences;and tools used to implement a
processsuchas checklistsand surveys(KPMG, 1998).
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2.3.3. Knowledge and the Processof Knowing
Many of the problems associatedwith defining knowledge can be avoided if we shift our
attention from the abstract noun 'knowledge' to the 'process of knowing'. Instead of
worrying about what knowledge 'is', in terms of a 'thing' that is assumedto exist, we can
consider what people 'know how to do'-in

irrespective
Knowledge,
of how
practice.

knowledge is defined, is 'in the heads of persons and the knowing subject has not
alternative other than to construct what he or she knows using his/her experience"
(Glasersfeld,2002:1). Rather than trying to objectify what a person knows, we can ask
different questions about what he or she 'knows how to do'. Could that person, for
example,make senseof managerialchallengesand manageeffectively?
A focus on knowing is important for my study in a number of ways. First, managers'
'knowing' is seen as impacting on the ways they notice and bracket key organisational
issues and make judgement about appropriate strategies(Salaman and Storey, 2006b).
Second,since managersto be studiedwere making senseof their situationsamidst several
influences and tensions, the nature and form of knowledge they held may provide an
opportunity to draw someimplications on taxonomic approachesto classifying knowledge.
The rationale for this is that there may be differencesbetweenthe types and usefulnessof
knowledge held by managersand the ways this knowledge is used for organizational
actionsmay not follow the prescriptionsof the knowledge-basedviews. Third, it also helps
to examinemanagerialdiscourseon their claim about knowing somethingand their ability
or not in using that knowledgein their day-to-daymanagerialpractices.
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2.4.

Managers' Knowing of Environment, Strategy and Organisational Capabilities

2.4.1. Managers' Knowledge of Environment
In a sensemakingmodel of Weick and Daft (1983: 74) organisations are seen as
interpretation systems:
"Organisationsmust make interpretations.Managersliterally must wade into the swarm
of eventsthat constitute and surroundthe organisationand actively try to impose some
order on them.... Interpretation is the processof translating theseevents,of developing
models for understanding, of bringing out meaning, and of assembling conceptual
schemes".
Two important elements on which the interpretation depends are the extent to which the
external environment is analyzable and how the organisation actively intrudes into the
environment (Daft and Weick, 1984). This also applies to the individual (managerial) level
interpretations.

A study by Sutcliffe and Weber (2003) found that the ways senior executivesinterpret
their businessenvironment is more important for organisationalperformance than how
accurately they know the environment. An interpretive orientation of top executive
managementthus could be the source of competitive advantagebecauseit could create
sharedmeaningthat would be consequentialfor collective action.
Under the influence of interpretive sociology (Shutz, 1967), the sociology of knowledge
(Berger and Luckmann, 1987), and cognitive social psychology(Weick, 1979),an enacted
environmentperspectivevies for attention. Underpinning the work of Mason and Mitroff
(1981) and Huff (1982), is an assumptionthat organisationand environment are created
together (enacted) through the social interaction processes of key organizational
participants. From an interpretive worldview, separateobjective "environments" simply
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don't exist (Burrell and Morgan, 1979). Instead, organisation and environments are
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In a transition economycontext, the work of May et al (2000) is also informative about the
environmental scanning behaviour of managers.These authors found that the scanning
behavioursof the Russian executivesexperiencingdiscontinuouspolitical, economic and
social changesdepart from those of Western managers.Unfortunately, a theoretical basis
for explaining the difference is somewhatlimited owing to the lack of knowledge about
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theory. The Russian managers ranked the sectors that are newest to the Russian
environment as highest in strategic uncertainty (customer/market, economic and
competition), irrespective of the sector's classification in either the task or general
environmentcategory.Yet the firtding that perceivedstrategicuncertaintyacrossthe sectors
doesnot appearto prompt executivesto scanmore frequently in the form suggestedby the
Daft et aL, (1988) was not expected. Those authors showed that rates of change and
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results, however, indicate that among the Russian executives, rate of change and
for
insufficient
but
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necessary
complexities are not only
are also not
behaviour. In fact, importancealone, moderatedby perceptionsof sourceaccessibility, is
the superiorpredictor of scanningfrequency(May et al. 2000:419).
The above finding has important implications and has informed my research.Moreover,
literatures on transition and developing countries suggest also that in the politically
dominated environment,"the decisionsof the top businessexecutivesusually require the
approval of the crucially important political and economic power networks" (Elenkov,
1997:294). Hence,managerialsensemaking activities in thosecountriesessentiallyamount
to making assessment
of future political expectationsregardingmanagerialroles.
In a transitional economywe would expect that most of the decisionswould be made with
fragmentedand incomplete information and on a piecemealbasis. Moreover, events such
as globalization,domesticand internationalcompetition,changinggovernmentpolicies, the
political management of the transition process, business process reengineering, and
organisationalrestructuringcould be seenas threatsor opportunities.Therefore,managers'
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knowledge - how they see their businessorganisation,its environment, capabilities and
limitations - could form a basic premisefrom which managersseekto developappropriate
strategic responses.Managersarrive at different interpretationsbecausethey bracket and
highlight different featuresof the environment,may use different labels and languageto
describeand discusswhat they notice, and construct meaningby relying on their beliefs
and their past actions. One of the key questionsmy researchparticipantswere askedwas
"what do they consider as important aspects of the environment for their business
organisations,and from these aspectswhat do they consider as threat, opportunities and
salient features"? The key findings on this question are presentedin chapter seven.
Managers sensemakingof and enacting the environment but is only one dimension of
enquiry. In addition, understandinghow managersknow plausible strategies and the
required organisationalcapabilitiesis important. Hence,the following sub-sectionspresent
relevant literature reviews on managers'sensemakingof and their knowing of strategyand
of the requiredorganisationalcapabilities.

2.4.2. Managers' Knowledge of Strategy
The departingpoint for this thesis is the recognition of the need for identifying the role of
managementassumptionsand ways of thinking that inform and underpin their choicemaking behaviour in organisations.It is arguedhere that top-level managers'knowledge,
understandingof and responseto identified externalor internal pressuresare a consequence
of what managers' know and how they think. Strategizing in the face of dynamic and
uncertain environments poses great challenges for top-level managers in a transition
economy environment where there are no universally agreed ways of doing things,
organisationaltemplates(processes),or well-trodden paths.Despitethis however,top-level
managersare entrustedwith special responsibilitiesto make strategicdecisionssubject to
45

internal and external restrictions (constraints). These decisions, in the face of inherent
uncertainty and scant or absent information, are "based on senior managers'judgement
how best to make senseof the world and how to achieve their organisational.purposee'
(Salaman& Storey, 2006a:2). These top-level managers'judgments are based on their
'patterns of belief about their situation and its potentialities' (Grinyer and Spender,
1979:115). The top-level managers'knowing may guide managers'searchfor alternative
appropriatestrategiesthat are suitablefor their organisationsin a given time. The dominant
logic representsthe shared cognitive map and strategic mindset of the top management
team or the dominant coalition, and is closely associatedwith the processesand tools used
by top management(Prahalad and Bettis, 1986). But it should be noted that the
effectivenessof managerialknowledge, 'dominant logic', responses,etcetera are highly
subjectto the quality of the assumptionsheld by thesemanagers.For instance,schemasare
not infallible guidesto the organisationand its environments(Prahalad& Bettis, 1986).In
fact, someare relatively inaccuraterepresentationsof the world, particularly as conditions
change. Furthermore, events are not labelled accurately, and sometimesare processed
through inaccurateand/orincompleteknowledgestructures.
Schneider(1997) suggeststhat organizationsare primed to seek certain information or
respondto a certain patternsof eventsbasedon knowledge structures(and setsof beliefs)
that have evolved with experienceover time given the nature of the industry or business.
For example,beliefs regarding what it takesto be successful( for example,cost control, or
developing new products and markets), and scripts (routines) for making that happen
representstrategicprofiles of "defenders"versus" prospectors"( Miles and Snow, 1978).
However, it is important to note that the information gathered and interpreted may be

'loosely coupled' from the decision made, that is, that we cannot assumethat decisions
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madeare actually derived from the information gatheredand interpreted. Furthermore,the
link betweenactionscan be fairly tenuous-what getsdecidedand what happensmay not be
very closely connected. For this reasonMintzberg (1978) has describedstrategyin terms
of intended versus what is realized and to consider strategy as emergent-a stream of
decisions(or even merely issues)decoupledfrom action. "Strategy may often, in fact, be
interpreted post hoc, based on what has happened,that is, retrospective sensemaking
(Schneider,1997:95).
Managers' interpretive frames influence their decision-making and actions. Different
interpretations trigger different decision processesand different behaviours;(Cowman,
1986). For example, under 'threat', organizations tighten control, restrict the flow of
information, and reduceparticipation in decision-making,(Staw, et al. 1981) focus more
efforts on internal adaptationsrather than external change, and take actions of large
magnitude, i. e., more costly and difficult to effect (Dutton and Jackson, 1987). Taking
actionsof large magnitudeis consistentwith the findings that individuals tend to engagein
more risk-taking behaviour when faced with the situations describedas 'potential loss'
(Tversky and Kahneman, 1974). Defining core competences, establishing 'niche',
developing organisational capabilities, and emphasizing efficiency are examples of
internally oriented actions that characterise'defenders'. Seeking new products and new
markets, diversifying, and emphasizing innovation are examples of externally oriented
actions, which characterise'prospectors. Internally oriented action representsefforts to
assertcontrol where possible, as internal events are consideredmore understandableand
controllable.
Thus, this study seeks to draw on these ongoing debates about how top-level managers'

judgment and dominant logic on key organisationalissuesare basedupon their knowing
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It
in
decisions
how
their
these
actions.
and
managerial
are
reflected
and sensemakingand
also seeksto reflect upon and open up some questioning about the received thinking on
utility and applicability of strategicmanagementframeworksand concepts.

2.4.3. Dominant Logic and Practising Multiple Strategies
Research in strategy has rarely examined the existence of multiple strategies within an
firm
be
that
there
to
a
will pursue only
organization, and
appears
underlying assumptions
one strategy at a time. In fact, the only way in which researchers appear to examine
multiple strategies is in the context of firm diversification and maintaining coherence
among the different lines of business (Prahalad and Bettis, 1986). Therefore, while firms
may use different competitive strategies in different businesses, following more than one
little
has
been
is
bad
As
idea
(Porter,
1985).
there
a
a
result
strategy
seen generally as a
research on whether or not organisations do follow multiple strategies or which strategies
are likely to co-occur if they do.

However, competitive positioning is basedupon the combination of activities that a firm
it
be
Therefore,
(Porter,
1996).
in
business
lines
may
engages acrossvariousmarketsand
of
more appropriateto think of firms as following a cluster of different types of strategies
(growth, marketing, etc.), guided by the single dominant logic about the competitive
advantages,resourcesand capabilitiesof the firm relative to the competition,as opposedto
a single strategy. Since a dominant logic is defined as the 'way in which managers
conceptualizethe businessand make critical resourceallocation decisions' (Prahaladand
Bettis, 1986:490), dominant logics are clusters of strategiesthat the managerssee as
appropriatefor the firm. The argumenton the possibility of using multiple strategiesat the
sametime in this researchwas put forth in retrospect(ex ante) after the fieldwork datawas
analysed. However, earlier Porac et al. (2002) found that the companiesthey studied
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pursuedmultiple strategiesguided by the management'sdominant logic. They identified
thesestrategiesas:
0

Expansion of products via continuousimprovements- Processimprovement and
humanresourceimprovement

0

Market and product expansion
Dealing with capacity deficits - Human resourceand capital intensive strategies
with somemarket and product expansion
Anticipatory growth - Market expansion,product expansion& capital intensive
strategies

a

Scatteredgrowth logic- All six growth strategies

Poracet al., (2002) note that eventhough not all firms in a given cluster chooseexactly the
samecombinationof the intendedstrategies,the narrativesof managersindicate that there
likely
impact
further
dominant
logics
for
led
that
to
their
studies
on
were
choice,and called
of pursuingmultiple strategieson long-term firm success.
In summary,the abovereviews point to the fact that different managerscould make sense
of sharedexperiencesin different ways about how to engagein strategizing,competitive
positioning and the possibility of pursuing clusters of strategies.These differences that
'make difference' need

investigation and exploration. Thus, this thesis seeks to

investigatethe following important question:what do the managersconsider as plausible
strategiesor strategy elements to make their organisationssuccessfulin changing and
dynamic environmentsand what sortsof strategizingknowledgedo thesemanagershave?
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Managers' knowledge of the required resourcesand capabilities also formed a point of
enquiry. Relevantliterature on this is reviewedin the next subsection.

2.4.4. Managers' Knowing of the Required Resourcesand Capabilities
In a resourcebasedview (e.g. Collis and Montgomery, 1995;Wernerfelt, 1984)there is an
inherent assumptionthat managerscan 'leverage' resourceand core competencesspecific
to their own organisationsto competitively position their organisations.The issueis to find
'leveraged'.
developed
be
how
they
and
these
sustained,
can
what
core competencesare,
Winter arguesthat organizationalknowledge and competenceare forms of strategicasset
that, if appropriately deployed, enhancethe firm's long run adaptation in the face of
is
it
Here,
1987).
(Winter,
assumedthat
competitive and other environmentalcontingencies
managers have complete knowledge of their organisations' existing and required
knowledgeand capabilities.
Despitedifferencesin terminology and emphasis,theseinterpretationsof competenciesand
firm's
imply
the
of
orchestration
capabilities
purposeful managerial configuration and
firms
They
initiatives.
with
effective
credit
structures,collective routines and personal
integrate
how
knowledge
to
and exploit
create,
of
relatively abstract and generalized
distinctive businessarchitecturesfor competitiveadvantage.
My researchprobesthe managerialist bias inherent in much of the strategicmanagement
based
knowledge
literature. For example,in both the resource-based
the
view of
and
view
the firm, a major transcendingmanagerialtask is that firms need to develop capability to
reconfigure / combine existing and newly acquired knowledge and strategic assets.The
primary contribution of the firm's managersis to integrate the new knowledge with the
existing stock and to exploit new combinationsof knowledge systematicallyto achieve a
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competitive advantagethat is sustainable(Dierickx and Cool, 1989). It is argued that
resourceschange as a result of innovative managerialbehaviour, as it is the use of the
resourcesand not the resourcesthemselvesthat are generating competitive advantage.
Thus, researchingto understandthe mechanismsby which managersable to identify,
develop and sustain certain knowledge-based capabilities in order to make their
organisationssuccessful has prompted academic interests (Choo and Bontis, 2002;
Eisenhardtand Santos,2002).
Acknowledging the crucial link of knowledge and competencewith strategy, Winter
(1987:173) observesthat 'the key questionsfor strategic managersare (i) what sorts of
competenciesare worth developing and sustainingin a particular firm and (ii) how is the
firm to derive value from having them'? Basedon the foregoingreview, this study seeksto
investigatewhether the studiedmanagers,as per the assumptionof the aboveperspectives,
were able or not to identify and develop the required organisational resources and
capabilities to make their organisations competitive and better performing? The next
section review focuseson how the roles of top-level managers(strategists)are seenfrom
different strategyperspectives.

2.5. Strategy and Top-level Managers
In this section, I review selectivebut seminal works on strategyand strategists(top-level
managers).The aim is to considerhow top-level managersare seenby different approaches
to strategy and, in retrospect, to examine how the Ethiopian managersdescribe and
interpret their roles in strategicresponsedevelopment.
Hodgkinsonand Sparrow(2002) succinctly identified a number of key assumptionswhich
underpin the field of the strategic management.But their observationsmainly apply to
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prescriptivestrategyschools(designing,planning and positioning) and/ or classicalstrategy
approaches(Mintzberg, 1999;Whittington, 2001). Thesekey assumptionsinclude:
"(1) Strategicdecisionmakersare inherentlyrational actorswho seekto maximise
outcomes, first seeking all available information, then weighing up the various
alternativesin order to selectthe best courseof action;
(2) Businessenviromnentsare objective entities waiting to be discoveredthrough the
application of formal analytic procedures;
(3) Successfulstrategiesare invariably the product of deliberateplanning; and
(4)The locus of strategy making invariably resides in the upper echelons of the
organization,while implementationis every one's business"(Hodgkinson and Sparrow,
2002: 2).
In a competitive positioning perspective (Porter, 1980) it is assumed that managers actively
seek for their organization to be advantageously different from others by identifying
decisionRational
in
theories
the
of
available opportunities
competitive environment.
making are predicated on the assumption that managers perform complex strategic
analyses, free from inherent bias, giving each piece of information

equal attention

(Johnson, et al, 1998). The idea that managers work on complete data, well-defined
objectives and logical information processes does not, however accord with the everyday
realities of organizational life. Managers neither have full information or knowledge, nor
the competences and capacities to process the myriad of information that is readily
available (March and Simon, 1958). Nor do they all have the same perfect knowledge of
strategic issues.
From the cognitive approach to strategy (Hodgkinson and Sparrow, 2002: 11) managers
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"Are limited in their capacity to process the rich variety of stimuli contained in the
externalworld - stimuli which are exceedinglycomplex in nature.
Consequently, they employ a variety of strategies in order to reduce the burden of
information processingthat would be otherwiseensuing.
This culminates in the development of a simplified understanding of reality which is
encodedwithin the mind of the individual.
Once formulated, these 'mental representations'act as filters through which the incoming
information is subsequentlyprocessed,which in turn can lead to biased and inappropriate
decisions".

More recently, upper echelonstheory has grown into a more comprehensiveperspective,
strategic leadership theory. Like Child's (1972) strategic choice model, the strategic
leadership perspective attributes organizational outcomes to the choices made by top
managers. It argues that organizations are reflections of top managers(Hambrick &
Mason, 1984) and that the specific knowledge, experience,values, and preferencesof top
managersare reflected not only in their decisions, but in their assessmentsof decision
situations. Although it acknowledges that strategies can emerge from below, the
perspectiveholds that top managersare in a unique position to havethe most impact on the
organization's strategy (Finkelstein & Hambrick, 1996). However, unlike Child's (1972)
model, strategic leadership theory delves into the psychological make-up of the top
managerto explain his or her strategic choices. It assumesthat top managersvary on a
profile of psychological constructs(like knowledge,preferencesand values) and that this
variability operateson top managers'processingof information to influence the strategic
choicesthey make.
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Mintzberg and Lampel (1999:21) provided more detailed reflections of strategyprocessin
organizationsin terms of ten different schools.They suggestthat thesemultiple approaches
to strategy have implications for practising managers.Their advice was that managers
should be able to conceptualisestrategy broadly rather than be espousedwith certain
strategyperspectives:
'Strategy formation is (emphasisoriginal) judgmental designing, intuitive visioning, and
it
involve
learning;
it
is
transformation
must
as
perpetuation;
as well
emergent
about
individual cognition and social interaction, cooperative as well as conflictive; it has to
include analysingbefore and programming after as well as negotiating during; and all this
must be in responseto what may be a demandingenvironment.Try to omit any of this, and
watch what happens(1999: 27).

In Mintzberg's classificationof the strategyschools,the role playedby humanagentsvaries
design,
different
(Mintzberg,
1999).
In
to
schools,
namely,
schools
prescriptive
according
planning and positioning, president or director of the board, planners and analysts,
respectively, play a key role in formation and development of the strategy. In the
descriptive strategy schools,however, the key actors range from an entrepreneurialleader
to stakeholdersin the environment. In a cognitive approachand learning, the brain and
those who learn, respectively, can play central roles. While people with power actively
dominatethe strategyprocessin a political approach;the collectivity (sharedmeaningheld
a by members of the organisation) and stakeholdersplay an active role in cultural and
environmentalapproachesto strategy,respectively.
Ericson et al (2001) on the other hand, reviewed literatures on the role of strategist
(President,chief executiveofficer, director, top managementteam) in four strategyschools:
contingency,configurational,processualand socio-cognitive.They found in their review of
literatures and drawing on their 15-years' research,that the view of strategist as seen in
these schools ranges from 'the sometimesabsent or mainly passive to a more or less
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evident' strategist.For example,in a contingent view, except in the works of Thompson
(1967) and Child (1972), in other well known authors' works the strategicmanagersare
interpret
1961)
is
look
(Bums
Stalker,
'keep
to
their
and
and
and
out'
passive
role mainly
the environment (Miles and Snow, 1978). While the works of Bums and Stalker (1961),
Lawrence and Lorsch (1967) and Perrow (1967) points to the situational factors as
determining certain types of organisational design; different environmental conditions
shapeunique strategiesand relate organisationalforms in others works (Miles and Snow,
1978;Miller, 1987,Porter 1980).
In a configurational school (see,Mintzberg, 1979; Mintzberg and Waters, 1985),however,
the roles of the strategist range from active and significant in strategy formation (in a
simple structure) to planning and formalisation (in bureaucraticmachinery), to handling
uncertainties and new situations (in adhocracy). In both the processualistand sociocognitive approaches,however, strategists are considered to have active roles in the
strategyprocessor in managingstrategicchangesin the organisation.Processualistsbelieve
that top-level managersmust have an ability to set new visions and values, guiding the
organisationinto the future (Pettigrew and Whipp, 1991). On the other hand, the sociocognitive approachemphasisesthat strategistscan engagein networking, negotiation and
enabling (Hosking and Morley, 1991). In summary, the review in this section provides
useful insights into the roles of managersin the strategymaking processand how different
strategyapproachesenableor constraintheir roles.
This study argues that contextual factors can shape, enable or constrain managers'
sensemakingand knowing of their organisation and its environment. In this study, it is
assumedthat managers' knowing does not occur in a vacuum but is constructedin and
shaped by multiple influences coming from the organisations' task and institutional
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environments. Thus, to illuminate this context, selective review of literatures on the
environments (task and institutional environments, deinstitutionalization, and transition
economiesenvironment)will follow in the next section.

2.6. Environment
This section reviews include three important aspects of environment and seeks to
illuminate the distinctive features of the transition economy environment. This review
seeksto demonstratethe importanceof contrastingand competingviews about organisation
and its environmentin helping further our understandingof managers'sensemakingand
knowing.

2.6.1 Organisation's External Environment
In organizationaltheory, environmentcould be defined as the relevantphysical and social
factors outside the boundary of an organisationthat are taken into considerationduring
organisational decision-making (Duncan, 1972). According to Elenkov (1997), the
environmentcan be conceptualisedas consistingof severalfactors that exist in two layers:
the 'closest to organization' and the 'outer' layers. The closestto the organizationlayer is
the task environment, which directly impacts business strategy and with which the
organisation has direct contact. These elements are commonly defined to include
competitors, suppliers, customersand regulatory bodies. The outer layer is the general
environmentthat affects organisationsindirectly. The general environment often includes
economic,political, social and technologicalsectors.
There are numerousways to describethe aspects(i. e., content)of a firm's environment.For
example,environmentshavebeencharacterizedby organizationaltheoristsin terms of their
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sectors(e.g., economic,regulatory,technical,social), stakeholders(customers,competitors,
suppliers), and attributes (e.g.,

instability,

munificence, complexity, hostility,

controllability). Industrial economists,on the other hand, have characterizedenvironment
in terms of industry characteristicssuch as concentrationof market power, entry barriers,
changes in demand, or changesin product characteristics.In my study, the emergent
classifications of environmental elements or sectors or attributes to be discussedin the
analysischapterare thoseidentified in discoursewith my researchparticipants.
It is taken for grantedthat the environmentis a major sourceof uncertainty for managers,
responsible for identifying external opportunities and threats, implementing strategic
changes, and achieving the organisation/environmentalignment. Sutcliffe and Huber
(1998) studied top management team (TMT) perceptions of the environmental
characteristicsof volatility, munificence, complexity, hostility, and controllability. They
claim that the environmentalattributesstudiedby them are central to theoriesthat account
for the effect of environmentson firm actions and outcomes.Specifically theseparticular
environmentalattributeshave beenshown to hold important implications for organizational
actions and have played a key role in strategicmanagementresearchwhere performanceis
the dependentvariable.
Prior research,informed by organisational science and strategic managementlenses on
environmental attributes, suggeststhat these attributes have a differential impact on key
organisationalissues,such as strategy,structure, organisationalchangeand performance.
Instability, for example,has been found to be a critical determinantof strategy,structure,
and outcomes(Keats and Hitt, 1988) and of interactions betweentop managementteam
structure and firm performance (Keck, 1997). Keats and Hitt (1988) found that
environmental instability exerted a significant negative effect on diversification,
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divisionalization, and operating performance.Environmental munificence and complexity
have been found to affect strategic choices designed to capitalize on environmental
opportunities(Keatsand Hitt, 1988).
Perceptionsof environmentalcontrollability and hostility may affect the propensitytoward
1992),
Johnson,
1988;
Dutton,
the
(Dutton
Jackson,
1987;
Jackson
and
and
change
magnitude of change (Jackson and Dutton, 1988), and the specific types of changes
(1998)
Huber
Sutcliffe
In
by
(Thomas,
1989).
and
addition,
et al.,
undertaken executives
found that managers' perceptions of the five attributes of organizational environments
(volatility, munificence, complexity, hostility, and controllability) are affected strongly by
their affiliation with a particular firm's TMT, and, for someenvironmentalattributes,also
by their industry. First, these authors claim that their study findings support previous
studies' resultsthat suggestthat managers'perceptionsare affectedby their firm affiliation,
that individuals within a particular organization come to view the world similarly as a
consequenceof selection and socialization processes,observation, and other social and
sensemakingprocesses(e.g., Hambrick and Mason, 1984;Hodgkinsonand Johnson,1994).
Second, industry also plays a role, suggesting that perceptions are not completely
idiosyncratic to a particular organization, but also are affected by cognitive and social
processesthat combine to induce a common perception within a sub-population of
organizations.
From the cognitive lens to strategyapproach,managersin different organizationswill (or
have
believe
because
differently,
they
they
task
their
conceive
either
should)
environment
achieved such distinctivenessor they believe they have developed,or must develop, the
focus
do
Presumably,
to
on specific aspectsof
who
so.
managers
resource-basedpotential
their task environment in seeking differentiation, for example markets as distinct from
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developinginternal capabilities,may also seetheir competitive worlds differently. Further,
since top-level managers are seen to have a special responsibility for the strategic
positioning, direction and performanceof their organization,managers'knowledge could
be differentiatedby managementlevel. The implication in all of this is that, if we conceive
of organizational environments from the task perspective, managers' views differ with
regard to the important aspectsof the environmentin different organizationsand between
managerial groups in the same organization that face different aspects of the task
environment.This is arguably one interpretation of the findings reported by Hodgkinson
and Johnson(1994), Daniels et al. (1994) and Johnsonet al. (1998).

2.6.2. Institutional Environment
The review in this sectioncomplementsthe selectivelyreviewedorganisationalliterature in
a precedingsub-section. The importanceof this review for this study stemsfrom the fact
that the institutional framework can act as a constraint to regulate businessactivities by
providing the rules of the game (Davis and North, 1971; North, 1990) as well as address
somewidely sharedbeliefs that shapethe way people think and behavein particular shared
cultural and political systems (Powell & DiMaggio, 1991; Scott, 1987,1992; Zucker,
1987).Institutions shapehistory by structuringpolitical, social, and economicincentivesin
business activities. These limits to the set of choices of individuals and organizations
provide a stable structure - although not necessarilyefficient - to economic exchanges,
thereby reducing uncertainty (North, 1990). For instance,the empirical results of the Hitt
et al (2004:182) study suggestthat "strategic decisionsof firms in transition economiesare
significantly influenced by the institutional environmentsin these economies". Thus, the
review in this section will help to further our understandingof how what managersknow
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appropriateways of doing businessin a changingenvironment.
Institutional frameworks interact with both individuals and organizations (North, 1990;
Powell & DiMaggio, 1991; Scott, 1992). They influence individuals' decision-makingby
signalling which choice is acceptableand determining which norms and behaviours are
socialized into individuals in a given society. Institutional frameworks also affect the
actions of organizations by constraining which actions by those organizations are
acceptableand supportablewithin the framework (Aldrich & Fiol, 1994;Hillman & Keim,
1995).In other words, institutions provide the rules of the gamein which organizationsact
and compete. Such interaction between institutions and organizations shapeseconomic
activities. Specifically, "both what organizationscome into existenceand how they evolve
how
influence
In
fundamentally
influenced
framework.
by
institutional
turn,
they
the
are
the institutional framework evolves" (North, 1990: 5). For example, Porter (1990)
international
its
in
how
institutional
framework
the
affects
a country
examined
institutional
focused
(1971)
Relatedly,
Davis
North
the
the
of
role
on
competitiveness.
and
framework in the United States,which has stimulatedits economicdevelopment.Similarly,
Hill (1995) demonstratedhow the institutional framework in Japan helps create its
competitive organizations. Therefore, any investigation of how managementthink and
decide on key organisationalissuesmust take into account the nature of the institutional
framework.
Much of the literature on the knowledge of managementin the West doesnot discussthe
influences of institutional frameworks on the choice-makingbehaviour of managers.The
free-market-basedinstitutional frameworkshave been taken for grantedby most writers in
strategicmanagement.This is unfortunatebecausestrategicchoicesare selectedwithin, and
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constrainedby, the institutional frameworks. It is the institutional frameworks in the West
that lead to certain strategic choices for growth (Davis & North, 1971; Hillman & Keim,
1995;North, 1990).Organisationshave only a limited array of strategicactionsfrom which
to make choices and these are determined by economic opportunity, resources, and
institutional forces within an industry and a country or region (Ahlstrom and Bruton 2001,
Hoffman 1999). That is, organisations are embeddedin social frameworks of norms,
values, and rules of exchangethat define appropriateeconomic behaviour and influence
strategicchoices(Fligstein 1996).
Institutional arrangementscan create entry barriers or generateopportunities for action.
Therefore,institutional arrangements,as reflected in governmentlegislation, the nature of
property rights, and the presenceor absenceof professional and commercial norms of
behaviour, determine the boundaries and paths for acceptable action. As a result,
differences in strategic actions across contexts may be a function of variations in the
existence, saliency, and intensity of particular institutional arrangements.For example,
Kogut et al. (2002) found that interindustry firm-diversification patterns varied across
countries becauseof differences in institutional arrangements.Park and Ungson (1997)
argued that the values and norms embedded in the institutions could also affect the
development and managementof strategic alliances. Thus, institutional arrangements
influence the evolution of national economies, organizational forms, and managerial
actions,and the requiredtypes of businessknowledgeand capabilities.
From the institutional theory perspective, there is recognition that strategic choice is
constrained or bounded. Institutional theorists have argued that coercive, mimetic and
normative pressuresaffect the isomorphism of strategies, structures and processesof
organizations(DiMaggio and Powell, 1983). Indeed,it is one of the fundamentaltenetsof
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institutional theory that there is convergenceupon common templatesof competition and
that this helps accountfor isomorphism(Meyer and Rowan 1977; Lant and Baum, 1995).
Spender(1989) called this an 'industry recipe'. In managers' knowledge terms, these
templatespresumably embraceassumptionsand codified knowledge about the nature of
players, including competitors, in what institutional theorists' term the 'organizational
field'. Here, then, is the assumption that managerswill tend to cohere around similar
templates, such that institutional forces will influence the formation of mental models
(Meyer, 1994). This is what Porac et al (1989) reported was the case in the Scottish
knitwear industry.
In the context of this research,the implication of these argumentsis that for traces of
institutionalization to be found at the cognitive level, there should be similarities in the
processesby which managersmake senseof the most important aspectsof the environment.
This issuewill form part of my enquiry.
The relevanceof institutional influence in the researchcontext of Ethiopia is undoubted.
The pace, type and level of development of market supportive institutions affect the
if
is
It
business
that
argued
emergence,proliferation and competitivenessof
organisations.
the Ethiopian businessorganizationshave to compete in globalised markets or, for that
matter, be competitive locally, there are evident needs for institutional arrangements
changesand developments.Ongoing liberalization policies and negotiationto enter into the
World Trade Organisation (WTO) agreement are demanding substantial changes.
Governments create institutional arrangementsthat promote and facilitate effective
macroeconomicpolicies, liberalize trade and finance, protect private property rights, and
privatize the ownership of state enterprises(Behrman and Rondinelli, 2000). While these
changeshave been generally accepted,the altering of institutional arrangementsis not
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without cost. Newman (2000) observedthat too much changein institutional arrangements
creates chaos and may reduce rather than increase the opportunity for organizational
changes necessary to compete effectively in global markets. Prior institutional
arrangementsin socialist countriesdid not facilitate economicexchangesin global markets,
thereby necessitating them to change (Spicer et al. 2000). Nonetheless, effective
institutional changecan be challenging to undertake(DiMaggio and Powell 1991, North
1990).
The foregoing literature review informed this study. The review provides a basis for
understanding how the Ethiopian managers 'know' and interpret the institutional
framework in terms of setting limits to or enablingtheir judgement about appropriateways
of respondingto or enactingtheir enviromnent.The next subsectionselectivelyreviews the
literatureson transition economiesenvironment.

2.6.3 Distinctive Features of the Transition Economy Environment
There is a general consensus among researchers in this area that, with the legacy of a
socialistic

and

planning

oriented

institutional

framework,

the

recent

economic

transformations in transition countries present a unique business environment for firms
(Luo and Peng, 1999; Peng and Hearth, 1996). It is well noted that in transition countries,
changes are often unpredictable and more challenging, often due to discontinuous political,
societal and economic upheavals (Hitt et al., 1999, May et al., 2000). In addition, research
on business management in some developing countries and post communist Eastern
European countries has identified several factors that differentiate the environment in these
nations from the Western industrialized countries. Such factors include the absence of

knowledge required systematicallyto monitor the environment and collect neededdata,
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highly unstablepolitical and economic environments,the presenceof compelling political
and ideological influence on business operations, and the absenceof legal and social
infrastructuresnecessaryfor carrying out environmentalscanningactivities (Fubara, 1986;
Mrema, 1987;Dadak, 1995).
Recentresearchesemphasizethe prevalenceof environmentaldifficulties and firms' weak
managerial and technological ability as two main explanations for the low export
involvement of firms from developing countries (Ibeh, 2004). Environmental difficulties
include the lack of relevant infrastructureand institutions, political turmoil and uncertainty,
and an unstablemacro-economicpolicy situation (Grenier et aL, 1999).Teal's remark that
"African governmentshave createda high transactioncosts environmentin which export
growth generally has been retarded" is reflective of the evidenceon this genre of factors
(Teal, 1999: 981). Moreover, the empirical works show that many firms during a time of
transition lost their traditional marketsbecauseof new competition, vanishedinternational
trade relations, reduced purchasing power (Linz and Krueger, 1998; Meyer, 1998;
Uhlenbruck, 1997), and due to shrinkageof product market and the end of soft budget
regime (Kornai, 1992). The gradual development of market-supporting legal and
institutional frameworks, and the factor market also affected business transformation
processes(Swaan, 1997; Spicer et al., 2000). This implies that fundamentalorganizational
changeand deeprestructuringof organizationalresourceshas to occur before former SOEs
in transition can compete effectively in their home markets and abroad (Antal-Mokos,
1998;Newman,2000; Uhlenbruck et al. 2003).
There are two types of institutional constraints that affect firms during a time of transition:
formal and informal institutional constraints (North, 1990; Peng and Heath, 1996). It is a

well documentedfact that the most fundamental feature of planned economieswas the
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comprehensiveuse of central economic planning and bureaucratic control. Overall, the
formal constraints in pre-transition planned economies manifested themselves in the
planning regime that the state adopted in order bureaucratically to control economic
organizations.Although other formal constraints such as the political ideology and the
party apparatusalso controlled individuals and firms (Shenkar& Von Glinow, 1994), the
most important firm-level formal constraint had been the planning regime that assertsits
overwhelming effect on firm behaviour (Naughton, 1990). The typical fu-rn, before the
transitions, was usually a state-ownedenterprisethat took its direction from the planning
regime. Thus, the firms were not independentdecision-makingunits, which a Westernfirm
would normally be (Child, 1990;Ericson, 1991, Koubek and Brewster, 1995).For instance,
Koubek and Brewster (1995:224) rightly describedthe key featureof the Soviet model of
management to be 'strict centralization' and that 'individual units [and] individual
organisationshad very little opportunity for independentdecision-making'.Moreover, with
soft budget constraints, the pre-transition firm was not quite as concerned about
profitability becausethe governmentwould automatically write off its debts and provide
operatingfunds.
At the organizationallevel, pre-transition state-ownedenterprises'(SOE) primary sources
of information were state agencies,thus, typical environmental scanning processesare
largely absent. These firms were not independent decision-making units and lacked
concern about profitability of their organisations.As a result, under the central planning
regime there was neither motivation nor room for firm growth in the form of sales,profit,
or new products(Pearce,1991).However, becauseof the transition to a market orientation,
thesefirms were forced to do their businessas buyersand sellers in a market environment
(Meyer, 1998). In other words, environmentalchangesresult in new conditions to which
the firm hasto react in new and different ways; but first they have to recognizethe changes
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and understandthe impact thesechangesare likely to have on their businesses(Keats and
Hitt, 1988).
The most notable change in formal constraintshas been the gradual dismantling of the
central planning regime, replacedby more market-basedtransactionsto facilitate economic
exchange(Brus & Laski, 1989). In other words, the formal constraintsfrom the planning
regime have been weakened during the transitions. However, at the same time, the
necessaryformal constraintsof a market-basedeconomy,namely, a well-defined property
rights-basedlegal framework, have also been lacking in these countries (Litwack, 1991).
Lack of such a legal framework as formal constraintswould lead to high transactioncosts
(North, 1990).Moreover, this transition time also saw economicand social instability and
caused significant ambiguity and uncertainty about business operation in a changing
environment.The ambiguity and uncertaintymake the environmentdifficult to analysefor
managers.
The changingpolicy environment allowed the privatization of state-ownedfirms and the
establishment of private enterprises. Thus, increased exchangesamong autonomous
economicunits call for an adequatelegal framework that enforcesproperty rights (North,
1990).Relatedly, the lack of an adequatelegal framework and the lack of a stablepolitical
structurehave resultedin the underdevelopmentof strategicfactor markets(Barney, 1986),
such as financial markets that would ensurethe proper transfer of ownership. Peng and
Heath's (1996) identification of the three mutually reinforcing characteristicsof changing
formal constraints in planned economiesin a transition is worth noting: (a) lack of a
property-rights-basedlegal framework, (b) lack of a stablepolitical structure,and (c) lack
of strategicfactor markets. They suggestedthat theseformal constraintsare characterized
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by extremevolatility and unpredictability and have a strongbearing on the strategicchoice
of the firm for growth.
In the absenceor slow evolution of new formal constraints,informal constraintsplay a
larger role in regulating economicactivities during a time of transition (North, 1990) and
have considerableinfluence over both the behaviourof individuals and firms, as well as the
informal
formal
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network contactsand personalized
cultural embeddednessof such a practice (Granovetter, 1985). For instance, Peng and
Heath (1996) arguethat in China, suchpracticesmight be more widespreadbecauseof that
country's Confucian tradition of collectivism (Kao, 1993). However, the notion of
collectivism is not limited to China; it is widespreadalso in East Asia and ex-centrally
planned economies.ThroughoutCEE, the emergenceof suchpractice has beenreportedin
the Czech Republic (Spicer, et al 2000), Hungary (Stark, 1996), Russia (Ledeneva,1998;
Batjargal,2003, Michailova and Worm, 2003) and Ukraine (Bridgewater, 1999).
In reducing uncertainties in economic exchangesduring an extremely volatile period,
network-basedpersonalizedexchangesform an important part of the informal constraints,
or a set of dominant logic (Prahalad & Bettis, 1986), that shapes the institutional
frameworks. They becomemore important during the transition becausethey offer some
constancy and predictability in times of fundamental change in the formal institutional
frameworks.Moreover, new or reorganizednetwork relationshipsmay be avenuesfor firm
growth (Peng and Heath, 1996), and can facilitate learning how to operate in a marketbasedeconomy.This includesallianceswith suppliers(e.g., to overcomeproblemsof factor
markets) and with customers (to learn about opportunities, marketing needs, and
innovation) (Lyles and Salk, 1996). Recent research suggeststhat many competitive
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advantagesin emergingeconomiesare basedon network relationshipsand close businessgovernmentties, with firms becomingeffective monopoliesin their homemarkets.
To sum up, in this sectionI describedthe institutional frameworksin plannedeconomiesin
transition, highlighting both formal and informal constraints.In addition, the review made
clear that, whereas formal constraints have changed from the planning regime and
bureaucratic controls to more market-basedmeasures,the transition process has been
volatile and uncertain,without an adequatelegal framework, a stablepolitical structure,and
functioning strategicfactor markets. On the other hand, informal constraintscharacterized
by network-basedpersonalizedexchangeshave continued to have a bearing on firm and
managerialbehaviour.The foregoing review of empirical works has important implications
for this research.First, it showsthat conventionally assumedelementsand contextsof the
businessenvironmentthat are often-taken-for-grantedin the west are missing or yet to be
developed. Second,the review helps our understandingof how firms and their managers
enactin countriesmaking a transition to a market economy. Thus, it would help to discern
what makesthe Ethiopian transition environmentunique and distinctive. Third, it provides
a point of enquiry regarding how the Ethiopian top-level managers 'know' and engage
actively or otherwise with the uncertainand ambiguouslychangingenvironment,develop
strategic responseand seek to develop the required resourcesand capabilities to deliver
their strategy.

2.6.4. Deinstitutionalization
The conceptof de-institutionalizationis useful in this researchbecausemanagersand their
organisationshave beenoperatingin such an environment.The key issueto be investigated
would be as follows: how do managers make sense of and interpret the de-
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institutionalization processesthat involve supposedlychanging values, norms and beliefs
about doing business?In principle, it is linked with the institutional framework and
transition economyenvironmentdiscussedearlier, but differs in its emphasison changesin
institutional arrangementsand values.Thus, it servesa valuablepurposeto help investigate
how the studiedmanagersseethe de-institutionalizationtrajectory in Ethiopian context.
The seminal work on de-institutionalization is that of Oliver (1992). She suggeststhat
changesin political distribution, functional or social pressuresor a mix of thesecan cause
de-institutionalization. Deinstitutionalization of an organizationalactivity or practice may
be a political responseto changing power distribution (i. e., political dissensus,leader
succession,changing dependencypatternsor growth in the criticality or representationof
membersthat opposethe statusquo) or a protective responseto what is perceivedby the
organization as an imminent threat or failure (i. e. performanceproblems and crises, the
need for organizational entrepreneurs or increasing external pressures to remain
competitive or innovative). Deinstitutionalizationunder theseconditions follows from "the
political efforts of organizations to protect their own interests or viability and to
accommodateor resolve political conflicts surrounding the value or legitimacy of an
institutionalizedorganizationalactivity" (Oliver, 1992:570)
The causes of deinstitutionalization may be functional under several conditions. The
functional utility of an institutionalizedpractice will be re-evaluatedwhen the instrumental
rewards for conformity are retracted,when increasinggoal clarity, demandsfor efficiency
and resources or domain competition renders institutional practices increasingly
incompatiblewith performanceobjectives,and when dissonanteventsand data undermine
the taken-for-grantedorganizational assumptions.Under these conditions, the functional
necessityof an institutionalizedactivity will be critically examinedand its presumedutility
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is likely to be challenged or rejected largely on economic grounds rather than for the
purpose of accommodatingchangesin power distribution or political interests (Oliver,
1992:574).
The socialpressuresfor changeoften deinstitutionalizeestablishedactivities in the absence
of an organization's conscious recognition or control of these changes or in spite of
contrary organizational intentions to sustain the status quo. First, social break-up and
historical discontinuities causedeinstitutionalization.These deinstitutionalizing predictors
include high turnover, succession,weakening socialization mechanismsand culturally
disparate inter-organizational relations (mergers, joint ventures, for example). Second,
external social pressures,including changes in government laws and social values or
expectations,can causeorganizationsto relinquish institutional practices.Finally, structural
disaggregationinducesdeinstitutionalizationby reducingthe proximity of opportunitiesfor
interaction among organizationsor their members. Predictors of disaggregationinclude
structuraldifferentiation, diversification and geographicdispersion(Oliver, 1992:578)
Oliver's (1992) work on de-institutionalization informs my research.This is becauseit
would provide referencewith which to understandhow the Ethiopian managersmake sense
of and identify the sourcesof the de-institutionalisationtrajectory in the Ethiopian context.
For the Ethiopian managers, I hypothesize; many pressures exist that threaten the
legitimacy of the taken-for-granted assumptionsof doing businessin a changedmarketoriented environment.For example,declining markets,lack of critical resources,the need
to implement 'modem' businessmanagementpractices,changinglaws, policies and market
situationsput pressureson top-level managers'often hidden assumptionsand beliefs about
the best way of doing business and their interaction with the environment. These
deinstitutionalisationpracticescould havetheir own influenceson the generalmanagement'
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emerging dominant logics. For example, how managerssee the ways and the need to
change,political distributions supportingestablishedpracticesand adoptingnew ones,and
developing consensusto legitimize evolving new practices, routines and processesare
important issuesthat could be looked into. Top-level managers'knowledgeabout emerging
strategiesand routines may reflect their responsesto competitive environmentpressures,
social environment pressures, dissonant occurrences and changes in relations of
organizationto the external constituents. Theseargumentswill be clear in the conceptual
framework, analysis and discussionchapterslater on. But for now it would suffice to say
that deinstitutionalization of establishedbeliefs, practices and the ways of doing things
affect perceptions, interpretations and responsesof top-level managers in a changed
environment.
In the following sub-section,I review literature on resourcesand capability selectively in
order to link these to the studied managers' understandingof them and their perceived
significancefor their businessoperations.

2.6.5. Resourceand Knowledge Base of Firms in a Transition Economy

Examining how managerswere able to interpret and identify the required resourcesand
capabilitiesto deliver their strategicresponsesformed part of my enquiry. Thus, the review
in this sectiondraws heavily on the resource-knowledge-basedviews of the firm to discern
the usefulnessof their assumptionsabout managerial roles and practices in developing
organisationalresourcesand capabilitiesin a transition economycontext.
The concept of capabilities is not new. An emphasis on building distinctive capabilities or

competenciescan be found in Selznick (1957) and Penrose(1959) and is featured in the
strengthsand weaknessescomponentof the early businesspolicy frameworks (Learned et
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al. 1969). Capabilities are defined as a specific combination of different organizational
resourceswhich enablesa company to gain a sustainablecompetitive advantage.From a
strategic point of view the existence of a capability is basically due to the imperfect
functioning of factor markets.From an organizationalpoint of view the developmentof an
idiosyncratic set of resourcestakescentrestage(Barney, 1986).In both viewpoints the idea
of a capability refers mainly to a procedural perspective focusing on an emergent and
contingent development process resulting in and representing an enduring superiority
concerning the endowment of resources and their combination. Core competences/
capabilities are therefore described as institutionalized and embedded in a complex
organizational web of interdependent elements "viewed as bundles of tangible and
intangible assets,including a fum's managementskills, its organizationalprocessesand
routines, and the information and knowledge it controls" (Barney et al. 2001: 625). The
implication of this is that capabilities and organizationalprocessesare closely entwined,
and may differ acrossorganisations.But the key question,then, is to explore whether firms
in a transition economyhave the requireddevelopedresourcesand capabilities.
There is a marked difference in the resourceand knowledge base of firms in transition
economiesas comparedto the onesin developedcountries.The resourcebaseof the firms
in transition is characterisedby the excessemployment,excessinventories,datedphysical
equipment,extensivesocial services,and non-competitiveproduct portfolio (Kornai, 1980).
Even though managersdevelopedconsiderablepolitical networking skills, which continue
to be valuable (Peng, 2001), they lack experiencein managing in a market environment
(Fey and Bj6rkman, 2001; Vlachoutsicos and Lawrence, 1990; Lyles and Baird, 1994;
Pearce, 1991; Puffer et al., 1994). With shrinking product markets and the end of soft
budget constraints (Kornai, 1992), firms in transition economiesoften have very small
financial reserves(Filatotchevet al, 1996;Wright et al. 1998).
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The foregoing review suggeststhat the need for more resourcesis particularly acute for
firms in transition economies. For instance,the newly privatized firms from Central and
East Europefind it difficult to competein product technologieswith firms from developed
in
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period,
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market contexts are likely to be scarce, yet available resources are not necessarily
inimitable. As competitive markets develop, the acquisition of resourcesbecomesmore
important (Hoskisson et al. 2000).

Recent research reveals that firms in transition

economiesneedto gain accessto threetypes of resources:(1) inputs suchas labour, capital,
and raw materials, (2) process-relatedknowledge, including technology and operational
know-how, and (3) markets,including distribution channelsand contractswith foreign and
domestic customersor with the state (Markides & Williamson, 1996). In an emerging
economy, accessto resourcesis very sensitive to the kinds of policies that the state
implements to promote economic development (Haggard, 1990). Underdevelopmentin
factor and capital marketsconstrainsaccessto and acquisition of critical resourcessuch as
capital and skilled human resources.Recentresearchnoted that partner selectiondecisions
in
learning
based
to
embedded
are
on needs acquireresourcesand potential organizational
specific market contexts(Hitt et al., 2000).
One of the critical managementtasksis to decidewhich capabilitiesto emphasize,which is
dictatedby how they chooseto compete.This is becausedevelopingdistinctive capabilities
takes a long time, is path dependentand much of the collective knowledge that makesup
the coordinationskills is tacit and dispersedamongmany individuals. Moreover, managers
might f-mdit difficult to identify capabilitiesas they are deeply embeddedwithin the fabric
of the organization. Capabilities are further obscuredbecausemuch of their knowledge
componentis tacit and dispersed.Another attribute of distinctive capabilitiesis that they are
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robust and can be used in different ways to speedthe firrn's adaptationto enviromnental
change(Boynton and Victor, 1991;Prahaladand Hamel, 1990).
One of the key focuses of my thesis was based on the foregoing discussions about
organisationalresourcesand capabilities for firms in a transition economyenvironment.It
explored what my sample of managerssought to develop as the required organisational
capabilities to deliver their strategiesand improve their organisationalperformance. In
addition, it exploredwhat thesemanagersthought as the limitations and factors facilitating
and/ or constrainingthe developmentof the requiredorganisationalcapabilities.

2.7. Chapter Summary
This sectionpresentskey summariesof the reviewedrelevant literature.
The review in this chaptercovered important issuesand themesto be investigatedin this
study. Theseincluded sensemaking,perspectiveson knowledge, knowledge as 'knowing',
managers' knowing of environment, strategy and organisational.capabilities, strategy
approachesand the role of managersas well as aspectsof environment including the
distinctive featuresof the transition economyenvironment.The review made clear that the
focus of this thesis was to explore how a sample of managersin Ethiopia know how to
make senseof, and act upon, the 'differencesthat make a difference'.
From the review of the sensemakingliterature, four important issuesof relevanceemerged.
First, a sensemakinglens is useful to investigatehow managersin Ethiopia know how to
respond to equivocality and uncertainty in their work environment. Sensemakingis
triggered by discrepancy,change,or fluctuations in an ongoing flow of events and entails
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how actorsanswertwo questions:'What is the story?' and, 'Now whatT Second,top-level
managerscan influence others' understandingsof and meaning construction about the
strategic (important) organisational.issues and events through different sensegiving
strategies.Third, to some degree, middle level managerscan also shape organisational
accounts,strategiesand events through sensegivingefforts. Fourth, examining the social
processesassociatedwith sensemakingis of interestto understandingthe context in which
making sense takes place and patterns of interrelated activities among many people
involved in sensemaking.
From the review of knowledge literature four important issuesof relevanceemerged.First,
the review on perspective on knowledge discerned two distinct approaches to
organizational knowledge. The taxonomic perspectiveproposes that organizations have
different types of knowledge, and that identifying and examining thesewill lead to more
effective means for generating,sharing, and managing knowledge in organizations.The
integrationist approach, on the other hand, views the organizational knowledge as
processual,dispersed,and "inherently indeterminate" and argues that tacit and explicit
knowledge are mutually constituted and inseparable.Moreover, the review suggeststhat
not all types of knowledge could be useful for organizationalactions. Second,knowledge
taxonomies,while being important to simplify an understandingof complex concept such
as knowledge and to perceive different ways of 'managing' knowledge, it

may fail to

addressits duality and its multifaceted nature. It is also important to recognisethat while
most organisationsembrace most forms of knowledge, particular forms will dominate
according to the organizations' primary focus and knowledge it relies on for effective
functioning at appropriatetimes. Furthermore,the review highlighted the importanceof a
sharedknowledgespaceand absorptivecapacityfor effective knowledgeshareand transfer.
In particular what is important is to re-frame knowledge as an active and applied process
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consideringknowledge as 'knowing'. The latter view seesknowledge as enacted- every
day and over time - in people's practicesand experiences.
The review on the environment and managers' knowing of it produced three important
findings relevant to this study. The review acknowledged that the environmentdifferent
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Second, from the enactedenvironment perspective,there are no 'threats' and
gopportunities'out there as such,but environment- organisationsco-evolve and
are createdby managers/human
agentspatternsof actions.

m

Third, in interpreting enviromnentalissues,the review found that the extent to
which the external environmentis analyzableand how the organisationactively
intrudes into the environment were the two important elements on which the
interpretation depends. Different interpretations trigger different decision
processesand different behaviours.

The review also underlined that managers are primed to seek certain information or
respondto certain patternsof eventsbasedon knowledge structures(dominant logic) that
have evolved with experienceover time given the nature of the industry or business.But
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the relationship between information gathered and decisions made may be 'loosely
coupled', meaning, the link between actions can be fairly tenuous. Moreover, in a
transition economy, the environment is politically dominated and hence managerial
scanning activities essentially amount to making an assessmentof future political
expectationsregardingmanagerialroles.
The review of transition economiesliteratures suggeststhat transition economiesexhibit
both the formal and informal institutional constraints. The formal constraintsof planned
economiesinclude the comprehensiveuse of central economic planning and bureaucratic
control, the political ideology and the party apparatusthat controlled individuals and fmns.
Becauseof these, fmns were not independentdecision-making units and were not also
concerned about conventional performance measures. In addition, whereas formal
constraints have changed from the planning regime and bureaucratic controls to more
market-basedmeasures,the transition processhas been volatile and uncertain,without an
adequatelegal framework, a stable political structure, and functioning strategic factor
markets. On the other hand, informal constraints characterized by network-based
personalized exchanges have continued to have a bearing on firm and managerial
behaviour. Because of this the institutional-based view of strategy becomes a recent
addition to strategy approach in a transition economy context. The foregoing review
suggeststhat many of the featuresof the businessenvironmentwhich normally supply the
assumedcontext for explorationsof managers'knowledgeand which, even in the West, are
often unrealistic expectationsare doubly problematicalin this context.
From the institutional theory perspective, institutions provide the rules of the game in
which organizations act, compete and put limits on the set of choices individuals and
organisationsmake. It is also true that interaction between institutions and organizations
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shapeseconomic activities and that both co-evolve. Institutional arrangementscan create
entry barriers or generateopportunitiesfor action. Therefore,institutional arrangements,as
reflected in government legislation, the nature of property rights, and the presenceor
absenceof professionaland commercialnorms of behaviour, determinethe boundariesand
paths for acceptableaction. As a result, differencesin strategicactionsacrosscontextsmay
be a function of variations in the existence,saliency,and intensity of particular institutional
arrangements.But much of the literature on the managementknowledge in the West does
not discussthe influences of institutional framework on the choice-makingbehaviour of
managers.
The review on the role of managers in different strategy perspectives revealed that
managerscan play active or passiveroles and hencethey can be seenevident or missing in
the strategydevelopmentprocessdependingon the strategyperspectivepursued.Moreover,
from a dominant logic perspective, it may be more appropriate to think of firms as
following a cluster of different types of strategies.
Third, developingdistinctive capabilitiestakes a long time, is path dependentand much of
the collective knowledgethat makesup the coordination skills is tacit and dispersedamong
many individuals. And hence,managersmight find it difficult to identify capabilities.Thus,
researchto understandwhat senior managersthink is the required, and the mechanismsby
which thesemanagersseekto develop and sustaincertain knowledge-basedcapabilities,in
order to improve organisationalcompetitivenessand performanceis of vital importance.
Finally, the foregoing literature was important to explore the main researchquestionstated
earlier in chapter 1. How do managers in a transition economy make senseof, and act
upon, their environments and the developmentofplausible strategic responses?Hence,
the main focus of this thesis will be to explore the processesby which a sample of
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In the next chapter,I presentthe conceptualframework that informs this research.
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CHAPTER THREE: THE CONCEPTUAL FRAMEWORK

3.1. Introduction
In this chapterI presentthe conceptualframework of my thesis. The central themesof the
conceptualframework are sensernakingand the processof knowing of top-level managers.
These concepts are used to explore the processesby which top-level managers in a
transition economy- Ethiopia - know how to make sense of, and act upon, their
environmentsand the developmentof strategic responses.What these managers'need to
know' in order to make their organisationssuccessfulform part of my enquiry.
The conceptualframework presentsfour important issuesto be investigatedand exploredin
this study. First, it sets out to explore how managersknow how to make senseof and use
their knowing in practices. Second, it seeks to examine how managers' knowledge
influencesand puts limits to the ways thesemanagersnotice, interpret and respondto fluid,
complex and changingenvironments.Third, it provides a framework to understandin what
context the top-level managers'knowledge is constructedand shaped.In doing so, it seeks
to relate the managerialand organisationalpracticesto the institutional settingwithin which
thesepracticesare situated. Fourth, it setsout to investigatehow managers'sensemaking
and knowing impact on the ways managersengagein strategy making processesand the
developmentof the required organisational.capabilities. Thus, the conceptualframework
deals with the processesby which senior managers make sense, and act upon, the
'differences that make difference'. In other words, it links managerial sensemakingand
knowing to active interpretation,decisionsand actions in order to respondto the cuesfrom
the environmentand to make their organisations'successful.
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The chapter is organisedas follows. The next section presentsabout managers'business
knowledge as a point of departureof this study. This is followed by managers'knowing,
interpretive frame and practices in section three. Section four presentsstrategic response
developmentand the requiredorganisationalcapabilities.Sectionsfive and six illustrate the
reciprocal ways in which managers'sensemakingand knowing interact with the external
and internal organisationalenvironments. In summary,the conceptualframework suggests
different managersmake senseof the sharedexperiencesin different ways and hencehold
different types of knowledge about the same 'reality' they face. The chapter structure
follows the conceptualframework presentedin Figure 3.1 below.
Figure 3.1. The Conceptual Framework
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3.2. Managers' 'Business Knowledge'
In this thesis strategiclevel knowledgeis conceptualizedas the setsof assumptions,beliefs
and working models that underpin thinking and decision-making on key organisational
issues.It is a strategic level knowledge that 'provides a framework for evaluating and
incorporating new experiencesand information' (Davenport and Prusak, 1998: 5). It thus
involves and enablesjudgment. It is 'the individual ability to draw distinctions within a
collective domain of action, based on an appreciation of context or theory, or both'
(Tsoukas2005:123).
As stated earlier, except in some cognitive approachesto strategy and works on mindset
and 'industry recipes', scant attention is given to strategic level knowledge (Salamanand
Storey, 2006b). For instance,in the knowledgemanagement(KM) literature, the focus has
been on operational level knowledge and knowledge assets, and how these can be
'managed', 'leveraged' and used for organisational success.In this approach, IT and
system-basedperspectivesdominate; social dimension is somewhat relegated. Here, I
attempt to fill this gap by focusing on the strategic level knowledge of managersthat
underpinsdecision-makingon key organisationalissues.
In order to account for, how top-level managers' strategic level knowledge (including
implicit beliefs systems and dominant logic) inform and underpin their thinking and
decision-making,exploring various forms of knowledge is of a significant interest. Here,
the distinctions betweenvarious forms/characteristicsof knowledge such as explicit versus
tacit, differentiated versus consensualand situated versus universal will be presented.
However, this is not to give emphasisto the dichotomous,polarized, nature of strategic
level knowledge held by top-level managers.Instead,it is to illuminate the dual nature of
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managers' knowledge in these taxonomic dimensions depending on the context of its
generationand use in organizations.However, I contendthat, as long as thesemanagerial
knowledge,assumptionsand beliefs offer a valuablemap, then they are useful, eventhough
not infallible, to informing organisational.and managerialactions.
The distinction madebetweentacit and explicit knowledgeby Polanyi (1958,1966) is used
in this thesis to help understandthe forms of knowledge in organisationsand the knowing
of managers.Rooted in action, experience,and involvement in a specific context, the tacit
knowledge is comprised of both cognitive and technical elements(Nonaka, 1994). Tacit
refers to hunches,intuitions and insights; it is personal,undocumented,context sensitive,
dynamically created and derived, internalised and experience-based(Duffy, 2000). The
cognitive element refers to an individual's mental models consisting of mental maps,
beliefs, paradigms, and viewpoints (Alavi and Leidner, 2001). The technical component
consists of concrete know-how, crafts, and skills that apply to a specific situation. The
explicit knowledge is articulated, codified, and communicatedin symbolic form and/or
natural language. Explicit knowledge exhibits strategic characteristicsonly when it is
proprietary (Meso and Smith, 2000). By accessing,sharing, and using both explicit and
tacit knowledge,organizationscan influence behaviourand achieveimproved performance
both individually and organizationally.
In contrast, a pragmatic approach to classifying knowledge simply attempts to identify
types of knowledge that are useful to organizations. This organisationally useful
knowledge may include knowledge about customers,products,processes,and competitors,
which can include best practices, know-how and heuristic rules, patterns, business
processes,and models;architectures,technology,and businessframeworksetc.
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Similarities or differencesin senior managers'"assumptionsand beliefs about strategyare
highly significant to the dynamics of the top team, the nature and quality of decisionmaking and... to the performanceof the organisation" (Salamanand Storey, 2006b:11). In
this thesis the concept of 'strategy' refers to active processesof devising ways to make
business organisationssuccessful.In contrast to the KM based assumptionsthat depict
knowledge as neutral and consensual, here it is argued that knowledge could be
differentiated, conflictive and reflects power relations and interest. In other words,
managers could hold a differentiated, politicised, knowledge about key organisational
issuesreflecting power relations, vested interests,personalbackgroundsand institutional
influences. Hence, exploring the nature of managers' knowing (differentiated versus
consensual,formal versus un-specifiable know-how, etc) regarding core organizational
issuessuch as its purpose, strategy, structure, market-relatedissuesis of a high interest.
This argument is informed by the work of Greenwood and Hinings (1996:1033) who
suggestthat 'Much of the work on differentiation and conflict in organisations(Lawrence
and Lorsch, 1967) showshow technical boundariesbetweendepartmentsand sectionsare
reinforced and buttressedby cognitive boundaries'. Naturally, it could be assumedthat
multiple coalitions with different interest and capacity for influence competefor power in
the organisations(Palmer,et al., 1993:103).Given this, it would be interestingto study how
my sample managers interpret and act upon on what they make sense of in their
organisationalcontext: what do they notice and bracketas strategicissues and how do they
deviseplausibleresponsesto environmentalcues?
By re-framing knowledgeas an active and applied process(Contu and Willmott 2000; Law
2000), 1 explore how managersuse their knowing in practice (Atherton, 2005). Thus,
examining the ways in which managers'establishpatterns,identify key issuesand features
and createconnectionsbetweenidentified elementsof the known objects' will form a point
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of enquiry (Salaman and Storey, 2005:9). The key aspect of this approach lies in
recognizing the importance of investigating the complex, reciprocal and subtle ways in
which managersuse ideasand knowledge to make senseof changesin their organisational
environment. A primary factor in considering knowledge-as-knowing within an
organisationalcontext is its relationshipwith, and contextualizationin, decision and action.
Practice connotesdoing (Wenger, 1998) and involves awarenessand application of both
explicit (language, tools, concepts, procedures) and tacit (rules of thumb, embodied
capabilities and sharedworldviews) elements.The social, historical and structural context
in which the actions take place is acknowledged (Wenger, 1998). Here, the situated
knowledge, that is, the knowledge embedded in the work practice of a particular
organisationbecomesof interest of study. For example,in a tannery organisation,situated
knowledgemight be about a local supplier's reliability, about the performanceof particular
processtechnology or about who knows what. So this type of knowledge could underpin
and inform how managersmake senseof and interpret their organisations' internal and
externalenvironmentand can becomea variety of practical knowledge.
In what follows, I discuss how managers' knowing may be shapedby the underlying
implicit assumptions,belief systemsand theoriesdrawn from past experience,demographic
characteristicsand natureof industry and business.

3.3. Managers' Knowing, Interpretive Frames and Practices
Extant research indicates that mental models of key decision makers shape their
environmentalsensingcapabilities (Daft and Weick, 1984; Fahey and Naranayan,1989),
influence their selective perception of key issuesin environment (Starbuck and Milliken,
1988),and affect their diagnosisof such strategicissuesas environmentalopportunitiesand
threats (Dutton and Jackson, 1987). Mental models also determinehow an organization's
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'dominant logic' (Prahaladand Bettis, 1986) may shape its growth, diversification, and
businessportfolio strategy.Barr et al. (1992) also track from a cognitive perspectivehow
organizations' views of strategy-environmentlinkages changeover time. And a range of
researchers(Porac et al, 1989; Porac and Thomas, 1990; Reger and Huff, 1993;
Hodgkinson and Johnson,1994) examine how individual mental models enable the costs
and benefitsof various competitive strategiesto be assessed.Weick (1979) and Poracet al.
(1989) go even further and argue that, since competitive environmentsare enacted,the
mental models of organizationaldecisionmakersactively shapethe natureand characterof
their competitiveenvironments.
Schneider (1997) makes a categorical distinction between the process and content of
interpretationsin studying how organisationsmake senseof their environment.The process
of

interpretation involves how organizations gather and interpret information

(organizational frames of reference). The content perspective includes the knowledge
structure and the organizational worldview or basic assumptions (Shrivastava,and
Schneider,1984).
Managers' frames of reference refer specifically to the preferred processesby which
strategic issuesare noticed (scanning),the nature and sourcesof information sought, the
models used to interpret that information, the reality testsused to confirm the presenceor
importance of this issue, and the criteria used for establishingits priority vis-A-vis other
strategic issues. There is a scanning function which seeksinformation in ways that are
narrowly focused or broad, in-depth (search), or superficial (surveillance). There is a
preferencefor the sourcesand types of information that is objective and impersonal,e.g.
coming from experts or industry reports, or for information that comes from sourcesthat
are more subjective and personal, such as colleagues, and relationship networks.
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Information preferencescan be for 'hard data', quantifiable numbersand graphs or more
descriptive,qualitative data that comesfrom the field visits, discussions,or descriptionsof
bestpractice.
However, there is an apparentlimitation to the managers'mental models. Mental models
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Following Ryle (1949) who claims that knowledge is essentially a "knowing how," a
capacity to perform or act in particular circumstances;this work investigatesthe primary
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displays the rules of chess,even if he cannot recite them. Similarly, Polanyi (1967) points
to the tacit knowing that is evident in our ability to recognizefaces in a crowd or to ride
bicycles even as we cannot articulate precisely how it is that we do these. Thus, we
recognizethe "knowing how" (the capacityto play chessor ride a bicycle) by observingthe
from
has
(chess-playing
bicycle-riding).
However,
the
apart
no
meaning
practice
practice
or
the "knowing how" that constitutes it, that is, knowing and practices are mutually
constituted(Orlikowski, 2002; Giddens,1984).
Knowing how to ride a bicycle (Cook and Brown, 1999),recognizefaces(Polanyi, 1967),
play basketball (Orlikowski, 2002), or launch and recover planes on an aircraft carrier
(Weick and Roberts 1993)are capabilitiesgeneratedthrough action. They emergefrom the
situatedand ongoing interrelationshipsof context (time and place), activity stream,agency
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(intentions, actions), and structure.Becausethesecapabilities are continually generatedin
recurrent action, continuity is achievedand preservedas people interpret and experience
their doing as "the same"over time and acrosscontexts(Lave 1988: 187).
People's ongoing engagementin social practices, and thus their reproduction of the
knowing generatedin those practices,is how they reconstituteknowledgeability over time
and across contexts. Continuity of competence,of skillful practice, is thus achieved not
given. It is a recurrently but neverthelesssituated and enacted accomplishmentwhich
cannot simply be presumed.The status of competenceis more provisional-because it is
always to be achieved-than we tend to assumewhen we treat it as given. This is made
clear in the accountsof deadly or expensiveaccidentsdescribedby Weick (1993,1996) and
Weick and Roberts (1993), where apparentlycompetentpractitioners (fire-fighters, pilots,
and aircraft carrier crew) were unable to reproduce skilled performances in certain
circumstances.
As people continually reconstitutetheir knowing over time and acrosscontexts,they also
modify their knowing as they change their practices. People improvise new practices as
they invent, slip into, or learn new ways of interpreting and experiencingthe world. For
example, Schon (1983) shows that situated practice often involves reflection and
experimentation,and how through such in the moment reconstruction of thought and
action, knowing may be altered. Similarly, Barrett (1998) and Weick (1993) argue that
improvisation in practice is a powerful means of increasing organizational innovation,
learning, and change.Thus, when people changetheir practices, their knowing changes.
From such a perspective,people learn to know differently as they use whatever means,
motivation, and opportunity they have at handto reflect on, experimentwith, and improvise
their practices.
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The presentationthus far has important implications for this study. While examinationsof
knowing have examineda variety of settings,most have focusedon the work practicesof
individuals (Suchman1987;Lave 1988)or that of focal groupsproximate in time and space
(Weick and Roberts 1993, Hutchins 1995, Cook and Yanow 1996). Little is known about
the processof knowing in organisationsoperatingin a context of a transition economy. In
such contexts, knowing in practice is constituted by the ongoing activities of different
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the inherent complexity, uncertainty and ambiguity of such settings in which managers
achievetheir knowing in practicewould form a part of enquiry.

3.4. Strategic ResponseDevelopment
Work linking cognition to strategysuggeststhat organizationalaction is basedupon beliefs
decision makers hold regarding how the company can best succeed in its current
interpretations
beliefs
(Daft
Weick,
1984).
These
of
of
consist
competitive environment
and
both the competitive environmentitself, and the organizationalactionsrequired to compete
in that environment(Andersonand Paine, 1975).This belief systemis developedover time
basedon past activities and results, and as long as it reflects a reasonable(if not entirely
correct) representationof the environment,it provides a useful "map" for directing effective
organizational action (Weick, 1995). However, the environments in which most
organizations operate tend to be fluid and complex (March and Simon, 1958, Allison
1971), and are changing at an increasing rate (Kanter 1989). As a result, environmental
stimuli are often ill-structured, and managersare often confrontedwith unfamiliar eventsor
choices. Effective response,or adaptation, requires that decision makers update their
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beliefs, including identifying and interpreting unfamiliar environmentalevents and action
alternatives,and reinterpreting familiar issues and concepts to more closely align their
belief systemswith the demandsof their external and internal environments.Failure to
changebelief systemsto accommodatechangesin the competitive environmentmay delay
necessaryadaptationsin strategy,leading to decreasedperformanceor even failure (Barr et
al. 1992).
On the other hand, Schneider(1997) contendsthat beliefs regarding what it takes to be
successful (e.g. cost control, or developing new products and markets), and scripts
(routines) for making that happen represent strategic profiles of "defenders" versus "
prospectors"(Miles and Snow, 1978). The worldview consistsof how an organizationsees
itself (identity), how it seesthe world (e.g. as hostile or nurturing), and how it seesits
members (significant others). These assumptionsmay help to explain strategic actions
(Schneider,1997:95), which would otherwiseseemdifficult to understand.For example,an
organization's senseof self that is invincible, of an environment that is munificent, and
membersas active and capablemay ignore signalsof new technologiesor new competitors
and fail to respondappropriately.If the environmentis seenas hostile and threatening,the
organizationas impotent, and its membersas passiveor inadequate,then the organisations
may seeksomesort of protection.
Interpreting such issuesas 'threats' or 'opportunity' depend,in part, upon the world view
regarding the environment as analysable,the organization as able to control, and the
membersas capable.Threat interpretationsare likely when the issue is perceivedas having
potentially negative impactýas urgent, and when the organization is perceived as having
low control or capability to respond(Dutton & Jackson,1987). This results in an internal
vs. external focus to reassertcontrol in a domain where it is consideredfeasible (Milliken
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and Dukerich, 1989)."This may encouragea 'defender versusprospector' strategicprofile,
which may be consideredas knowledgestructuresthat containbeliefs aboutwhat makesfor
successand for recipes,or scripts for how to get success"by cutting costs or developing
new productsor markets(Schneider,1997:98).
Results of empirical investigations on interpretationsof strategic issues(elementsof the
environmental stimuli) suggest that opportunity interpretation results in offensive-type
responses,while threats trigger defensive-typeresponses,or, in the extreme cases,no
response(Staw et al, 1981).Thus, the literature showsthat "specific eventscan be isolated,
and that the nature of strategic responsecan be linked to interpretationsof those events"
(Barr, 1998:646).
The ways managersmake senseof the envirorunentalissuesmay trigger different decision
processesand actions. For examples,Schneiderand De Meyer (1991) suggestthat under
'threat', organizations tighten control, restrict the flow of information, and reduce
participation in decision-making (Staw, et al. 1981) focus more efforts on internal
adaptationsrather than external change, and take actions of large magnitude, i. e., more
costly and difficult to effect (Dutton and Jackson,1987).Taking actionsof large magnitude
is consistentwith the findings that individuals tend to engagein more risk taking behaviour
when facedwith the situationsdescribedas 'potential loss' (Tversky and Kahneman,1974).
Defining core competences,establishing 'niche', developing organisational capabilities,
and emphasizingefficiency are examples of internally oriented actions that characterise
'defenders'. Seeking new products and new markets, diversifying, and emphasizing
innovation are examplesof externally oriented actions, which characterise'prospectors'.
Internally oriented action representsefforts to assert control where possible, as internal
eventsare consideredmore understandableand controllable (Milliken and Dukerich, 1989).
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In summary,managers' interpretationsof an organization's operating environment frame
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Chittipeddi, 1991), and a significant changein organizationalaction does not occur until
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and Storey, 2006b). Top-level managers'knowledge, and understandingof, and response
to, identified external or internal pressuresare a consequenceof what managersknow and
how they think. In the process,managersare said to be guided by the dominant logic that is
been
have
frames
in
belief
that
the
of
reference
and
embedded
sharedmindsets,
structures,
developedbasedon the past experience.Managersalso use their emergingdominant logic
to conceptualizethe businessand make critical decisions(Prahaladand Bettis, 1986).Thus,
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is affected by an organization's path (history), the organizationalcontext, and managers'
interpretive or sensemaking processes( see,Lant et al., 1992). Here, this study contends
that managers don't just respond to the 'environment', they also make or enact 'it'
(Smircich and Stubbart,1985:727; Weick, 1995),and then re-confronttheir social construct
as an external,constrainingobjective entity.

3.5. External Environment: Sectors,Events and Attributes

3.5.1 Task and Institutional Environment
As crucial aspects(layers) of environment,the framework setsout to discusstask and
generalenvironment,the deinstitutionalizationprocessand internal organisational
enviromnent.
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As noted in the previous chapter, based on Duncan's (1972) work, Elenkov (1997)
conceptualisedthe environmentas consistingof severalfactors that exist in two layers: the
'closest to organization' and the 'outer' layers. The closestto the organizationlayer is the
task environment,which directly impactsbusinessstrategyand with which the organisation
has direct contacts. These elements are commonly defined to include competitors,
suppliers,customersand regulatory bodies.The outer layer is the generalenvironmentthat
affects organisations indirectly. The general environment often includes economic,
political, social and technologicalsectors.It is assumedthat the environmentat both layers
is a major sourceof uncertainty for managers.The refocus madehere is on exploring how
the top-level managersmake senseof and enactwith important aspectsof the environments
and the de-institutionalizationprocesstypical to a transition economy.
Duncan (1972) infers two dimensions of the environment that would determine its
perceiveduncertainty:the simple-complexdimension(the numberof environmentalfactors
consideredin decision-making)and the static-dynamic(the degreeto which these factors
changeover time). Duncan found that decision makers in environmentsthat are dynamic
and complex experiencedthe greatest amount of perceived environmental uncertainty.
Perceivedenvironmentaluncertainty itself is conceptualisedas "(1) lack of information on
environmentalfactors associatedwith decisionssituation; (2) lack of knowledge about the
outcomeof a specific decisions;and (3) inability to assignprobabilities with confidenceon
how environmental factors affect successor failure" (Choo, 2006:111; see also Milliken,
1987).Thus, from the perspectiveof sensemaking,managersshouldengagein sensemaking
activities to reduceequivocality and uncertainty.
There is a general agreementin the findings of scanning studies that managerswho
experiencehigher levels of perceivedenvironmentaluncertaintytend to do a larger amount
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of information seeking or environmental scanning(Nishi, et al., 1982; Auster and Choo,
1993). In terms of information needs, research suggests that the external business
environmentmay be divided into environmentalsectors,such as the customer,competition,
technological,economic,and socio-culturalsectors(Auster and Choo, 1993).Again there is
agreementin the researchfindings that information seeking tends to be focused on the
market-related sectors, with information on customers, suppliers, and competitors
appearingto be the most important (Ghoshal,1988,Lester and Waters, 1989).But doesthis
also hold true on sensemakingof environmentby the senior managersin Ethiopia? The
results on how senior managers make sense of and act up on their environment are
presentedin Chapter7.
Environmentalanalyzability: organizationsdiffer in their modesof scanning,interpretation,
dependingon their belief about the analyzability of the externalenvironmentand the extent
to which the organizationintrudes into the environmentto understandit (Weick and Daft,
1983). Managers of an organization who believe the environment to be analyzable, in
which eventsand processesare determinableand measurable,would seek to discover the
4correct'interpretationsthrough systematicinformation gatheringand analysis.Conversely,
an organizationthat perceivesthe environment to be unanalyzablewould create or enact
with what it believes to be a reasonableinterpretationthat can explain past behaviour and
suggestfuture action. An organization that actively intrudes into the environment would
allocate resourcesfor information searchand for testing or manipulating the environment.
A passiveorganizationon the other hand takeswhateverenvironmentalinformation comes
its way and tries to interpret the environmentwith the given information.
A study by Sutcliffe and Weber (2003) found that the way senior executivesinterpret their
business environment is more important for organizational performance than how
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accuratelythey know their environment.Their study results suggestthat, of all the factors
examined,the executives' "general interpretive orientation" emergedas the strongestand
most consistentpredictors of changesand subsequentperformance. In other words, an
interpretive orientation can be a sourceof competitive advantage.Specifically, the less the
top executivesin the study felt they were in control of their environment,the more likely
their companieswere to change,and the better they performed. At the sametime, positive
expectationssuchas 'most situationsare positive to the firm' and 'there is a lot to be gained
from most situations', were strongly associatedwith both increased performance and
change. Combining these two traits suggeststhat an interpretive orientation based on
humble optimism is related to positive change and performance.In contrast, perception
accuracybasedon threemeasuresof the environment- volatility or frequencyof important
changes,growth trends, and complexity - showed a negative relationship with the profit
performance.
The relationship between managerial interpretationsof environmental characteristicsand
the types of strategicchangesundertakenby the firm becomesan interestingissue. Cook
(1975) related mode of change (reactive, meditative, intensive, or active) to managerial
interpretationsof the level of hostility in the environment. He found that managerswho
interpret the environmentas hostile undertakemeditative or reactive strategies(depending
on the firm's orientation to change),while those that interpret the environment as benign
undertakeintensive or proactive strategies.Subsequentstudieshave supportedCook's link
betweeninterpretationand action choices.Khandwalla (1976) found severallinks between
managers'interpretationsof the magnitudeof changeoccurring in the environmentand the
strategic actions taken in 79 midsized manufacturing firms. The basic proposition that
environmental interpretationsare correlatedwith the types of organisationalaction taken
hasbeenwell supported.
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In the foregoing review, I presentedhow an organisationaltheory, cognitive and enactment
approachesmake connection between the top managers' perception, interpretation and,
ensuingmanagerialactions and responsesto the environmentalstimuli. In what follows I
provide an alternativeview from the institutional theory perspectivesas this complements
the views basedmore on task environmentperspectives.
Institutional Environment
In chapter two (2.6.2), 1 discussed how the institutional frameworks interact with
individuals and organizations,influence individuals' decision-makingand the co-evolution
of institutions and organisations. Institutions provide the rules of the game in which
organizationsevolve, act and compete. I noted also how strategic choices that managers
make is inherently affected by the formal and informal constraints of the institutional
framework (North, 1990; Oliver, 1991). Tremendousamounts of diversity between the
institutional frameworks and organizational forms were noted by previous studies in the
West and in formerly plannedeconomies(Lammers& Hickson, 1979).
As a consequenceof the politically administered resource allocation mechanismsthat
typified the central planning era, transition economiesinherited institutional environments
characterizedby heavy regulation.In suchenvironments,accumulationof political power is
likely to be a key managerialgoal, as this assuresaccessto resources(Holt, et al. 1994).
Conversely, in establishedmarket economies,the institutions of free market and price
signalling are more likely to focus managerial attention on performance.The empirical
results of Hitt et al's (2004) study also suggestthat managers'strategicdecision-makingin
transition economiesare influenced by the institutional environmentsin these economies.
Literatureson transition and developing countriessuggestthat in the politically dominated
environment,"the decisionsof the top businessexecutivesusually require the approval of
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the crucially important political and economic power networks" (Elenkov, 1997:294).
Hence, managerial scanning activities in those countries essentially amount to making
of future political expectationsregardingmanagerialroles.
assessment
Institutional theory offers unique insights into the causal impact of state, societal, and
cultural pressures,as opposedto the market forces and resourcescarcity, on organisational
behaviour, and to the effects of history, rules, and consensualunderstandingson the
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degreesof 'active agency' (Oliver, 1991:151) complementsMiles and Snow's (1978)
typology of five strategic responsesto the task environment. Oliver (1991) suggeststhat
institutional theoristsare capableof addressinga broad range of strategicresponsesto the
environmentif they assumea potential variation in the resistance,awareness,proactiveness,
influences, and self interestsof organisations. She suggeststhat organisationalresponses
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the institutional pressurestoward conformity that are exerted on organisations.Explicit
recognition of the potential variation in thesedimensionsof organisationalbehaviour lays
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the conceptual ground work for identifying alternative strategies in response to the
institutional enviromnent(Oliver, 1991:151).
Oliver (1991) identified five typologies of strategic responsesto institutional processes
which vary in active agency by the organizational from passively to increasing active
resistance:acquiescence,compromise,avoidance,defiance,and manipulation.While this is
a useful terminology for capturing the diversity of organisational responsesto the
environment,'active agency' is paradoxically operationalisednot as a humanagencybut as
an objective variable, determined by or determining institutional and techno-economic
variables. Thus, Oliver (1991) treats organisation as a monolithic entity and ignores
managementas both an internal political processand a complex of valuesand meanings.

3.5.2. Deinstitutionalization
Although institutional environmentsare resistantto change,a key goal for most transition
economieshasbeento replacedysfunctionalinstitutions with new onesthat are appropriate
for a market economy.The dismantling of long-standingsocietal,political, and economic
institutions creates considerable uncertainties. The transition is associated with
'deinstitutionalization' - that is, 'the erosion or discontinuity of an institutionalized
organisationalpractice' (Peng,2003:277). Previouslyestablishedinstitutional practiceslose
their legitimacy (Oliver, 1992:564). Furthermore,in virtually all transition economies,the
changeoverfrom plan to market has been accompaniedby external economic shocksand
subsequentsharp drops in GDP growth (World Development Report, 1996). In such an
environment one might hypothesizethat managerialvalues, practices and systemswould
reflect short-ten'nconcerns.
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may have lost a lot of privileges during the upheaval,they still have preferential accessto
governmentofficials". In contrast,formerly state-ownedand emergentfirms will use more
informal substitutesbecausethey have less ability to use state-basednetworks and, as
arguedby Peng(2000:285), "... they have to rapidly build ties to establishlegitimacy, thus
necessitatingan intense networking strategy". Therefore, moving from one form of
managementto a newly institutionalised one and the learning and knowing processes,
which are part of it, are not neutral and contested.
Within transition economies,the fundamentalneedis a changein governancesystemsto a
market-basedmodel. However, adoptingnew market-basedpracticesmay not be possibleif
little or no knowledgeof thesepracticesexists.And even if somelevel of knowledgeexists
creating a catalyst by which changeis acceptedthroughout the organizationmay be quite
difficult. Therefore, to effect deinstitutionalization within this context, firms will use as
change agents outside entities which carry and convey the new market-basedpractices.
Deinstitutionalizationefforts will include inviting equity ownershipby foreign enterprises,
engagingin outsidealliances,and participating in foreign marketsthroughactivities suchas
exporting. As previously argued, such activities will facilitate the processof changeby
allowing firms to experiencedirectly the governancearrangementsassociatedwith the
capitalistic model (e.g., Filatotchev et al., 2001; McMillan &Woodruff, 2002; Peng,2003).
As assertedby Oliver, firms that "diversify their operationsinto other sectorsor markets,
particularly in different countries, are likely to be exposed to alternative organizational
customs...... (1992:577). Similarly, Newman notesthe needto import organizingtemplates
from other cultures, suggestingthat "... for firms trying to change without a foreign
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3.6. Internal Organizational Environment
The capacity of organizationsto absorbknowledge and to processinformation dependson
individual manageriallearning and the organization's characteristics,notably its structure
and combinative capabilities (Den Bosch et al., 1999). For example, firms with effective
horizontal coordination mechanismsembeddedin their structure are more likely to learn
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existing distribution of knowledgewithin the firm may be viewed as both a gatewayand a
barrier to the acquisitionof new knowledge(Cohenand Levinthal, 1990).
Managers' prior knowledge and experienceshapeselective perceptionsof environmental
cuesand adoptingof simplified modelsof reality (March and Simon, 1958;Finkelstein and
Hambrick, 1996). In other words, what managersknow influences what they can know.
Managers'past experience,prior knowledge,and existing schematacreatenew frameworks
that they use to reduce ambiguity and create meaning (Ramaprasadand Mitroff, 1984).
Finkelstein and Hambrick (1990) concluded that prolonged firm experienceinduces an
inward or restricted mindset,which ultimately limits the potential for more novel strategic
endeavourswhile encouraging greater adherence to an industry's central tendencies
(Geletkanyczand Hambrick, 1997:659). Moreover, past decisionpremisesthat are encoded
in the firm culture, transformations,structure also influence current strategic decisionmaking in the organisations.
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At any point in time, an organization's capabilities, decisions,actions and prospects,are
rooted substantially in the preceding events, choices, and experiencesthat comprise its
history and are shapedby its culture (Pettigrew, 1985,1987). Such roots to the past
frequently could be enablers;or become sources of rigidities for the organisation to
respondingeffectively to inevitable environmentalchange(Zucker, 1987). Managersmay
becomecommitted to establishedhistoric routines (Lant, et al. 1992).Various behavioural
factors may impair strategic problem-sensing or effective strategy development and
implementation', that is, past successand ideological rigidities can foster dysfunctional
inertia and mindsets.'(Valentine, 2002:41).
The aim of this thesis is to investigate the processesby which top-level managersin
Ethiopia know how to make senseof and enact their organisations' environments.It is
about how senior managers use their knowing in managementpractices in terms of
developingplausible strategiesand the required organisationalcapabilities. In doing so, it
seeksto enhanceour understandingof how managersfacing similar environmentalstimuli
engagein sensemakingto reduceequivocality and uncertaintyand to make their businesses
successful.Moreover, it attemptsto illuminate the implications for strategic management
andbusinessconceptsand frameworksin general.

3.7. Chapter Summary
The conceptualframework shows four key issuesto be investigatedin this study. These
issuesinclude: first, the natureand forms of managers'knowledgeand sensemakingduring
a time of transition. Second,how managersuse their sensemakingand knowing to enact
their organisations' environments.Third, how managers' 'need to know' is linked to the
developmentof plausible strategic responsesand how they seek to develop the required
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organisational capabilities. Fourth, the contexts in which managers' knowing and
sensemakingare shaped. Overall, the conceptual framework suggeststhat managers'
sensemakingand knowing are constituted in their decisions and actions and in the ways
they interpret the environmentcuesin complex reciprocalways. The study results on these
issuesare reportedin chapter7.
The next chapter presentsa researchparadigmand methodologythat informed this study.

102

CHAPTER FOUR: RESEARCH PARADIGIMS AND METHODOLOGY
4.1 Introduction
In this chapter I describethe researchparadigm and methodology used in this study.
Primarily I make a distinction between positivist and interpretivist philosophical
backgrounds that dictate the choice of research methodologies. For this study, the
pluralist research strategy is used to investigate the processesby which my sample
managers know how make sense of and enact their envirom-nentsand engage in
developmentsof both strategyand the requiredorganisationalcapabilities.
This chapter is composed of eight sections. The next section presents the various
researchparadigmsin use in social sciencesand managementresearch.This is followed
in sectionthree and four by descriptionof the characteristicsof qualitative researchand
some of the well-known qualitative researchmethods,respectively.Issuesof soundness
and rigour in qualitative researchare discussedin section five. Section six provides
justifications about the researchmethod used in this study. This is followed in section
sevenby acknowledgingmy role as a researcher.Sectioneight summarisesthe chapter.

4.2 Philosophical Traditions:

Positivism versus Interpretivism

and Pluralist

Strategy
It is evident that a plethora of researchapproachesare in use in social sciencesand
management.However, these approachesdiffer in paradigmsor world views held by
researcher(s)aboutthe social world (Leininger, 1994;Hughes,1990).Two philosophical
roots, termed as positivist versus interpretivist are the key paradigms that embrace
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different researchapproachesin social sciences.This positivist-interpretivist distinction
is founded upon some fundamental differences on a set of implicit and explicit
assumptionsabout four associatedissues.These are: the nature of social phenomena
(ontological), the nature of knowledge about those phenomena(epistemological),the
nature of methodsto study the phenomena(methodological) and the nature of human
action (Burrell and Morgan, 1979).
The two main ontological viewpoints are realism and idealism; each with its own
epistemologicalimplications. Realism (or objectivism) views reality as objective and
independentof the perceptions,beliefs and values of the researchersand as such asserts
that the only way thesecould be understoodis by detachedobservationsrather than by
participation or experience.The associatedepistemologyis positivism. The underlying
belief of positivism is the fact and values are logically distinct and that value-free
knowledge is possible, henceobservationsare treatedto be objective facts only if they
are free and independentfrom the beliefs and valuesof the researcher.
On the other hand, the idealist believes that reality is a product generatedby the
thoughts, emotions, experiences, and beliefs of the individual. The associated
epistemology is interpretive which considers knowledge as a social and historical
product and that 'facts' comes to us with 'value-laden theories'. It is therefore, not
possibleto havevalue-freeknowledge.
In their review of literature, Morey and Luthans (1984) observedthat organisational
researchershave describedresearchesbased on these two paradigms in the following
ways: objective versus subjective (Burrell and Morgan, 1979), nornothetic versus
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ideographic (Luthans and Davies, 1982), quantitative versus qualitative (Van Mannen,
1979), outsider versus insider (Evered and Louis, 1981), etic versus emic (Morey and
Luthans, 1984). The two distinct approacheshas also been referred to as the scientific
versus naturalistic (Abdel Khalij and Ajinkya, 1979), and natural science versus
humanistic (Mukheijee, 1993) approachesin the literature. All these approachesare
basedon the two opposingphilosophicalbases.

4.2.1 Positivistic Paradigm
The essenceof positivistic methodologiesis the structuring of social reality in formal
objective propositions, and subjecting it to quantification and empirical measurement
that are recognisedto be scientific (Daft, 1993). The customarybelief is that there is
predictableorder in the social world and that the elementswithin it affect eachother in a
systematicand predictable manner. The conceptualapproachto researchis therefore
characterised by precise definitions, objective data collections (i. e. maintain
independenceof facts from the value of the researcher), accurate measurements,
systematic procedures, and replicable findings. The approach to theory building is
basically deductive, specifying a prior hypothesis and testing them (either through
verification or falsification) againsthypothesisdriven data via statistical analysis(Ibid,
p: 149).
Hence, the theoretical structure of the research (be it in a mathematical form or
conceptuallya prior reasoning)is mostly concernedwith identifying the dependentand
independent variable and examining the functional relationships between these
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constituentelementsby linking specific variablesas likely causesof someof designated
effects.
Basically, the structuredapproachinvolves the manipulation of theoretical propositions
using the rules of formal logic and hypothetico-deductivereasoning and research
outcomesare acceptableonly if they meet the criteria of reliability, internal validity,
logical consistencyand have explanatorypowers (Lee, 1991).

4.2.2 Interpretive Paradigm
Interpretive researchdowngradesthe objectivity intedected in the structured research
format of the positivist approachand is basedon the view that people, and the physical
and social artefactsthat they create,are fundamentallydifferent from the physical reality
examined by natural sciences.Here, people socially and symbolically construct their
own meaning about the world around them and to the behavioursthat they manifest in
that world.
Social 'realities' are therefore not concrete entities but are the projection of human
imagination (Morgan and Smircich, 1980). In other words, the same human action,
social institution, or physical artefact can have different meaningsfor different human
subjectsas well as for the researcher.The essenceof interpretive researchis therefore
concerned with seeking, understanding and accepting the subjectively and inter
subjectivelycreatedmeaningsas an integral part of the subjectmatter being studied.The
focus is to obtain qualitative datathat are able to describenot only the purely subjective,
publicly observableaspectsof human behaviour, but also the subjective meaningsthat
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thesebehaviourshave for the humansubjectsthemselves.As suchit is necessarythat the
researchergets involved with the phenomenabeing studied so as to be able to interpret
this empirical reality in terms of what it means to the observedpeople (Lee, 1991).
Consequently,the researchoutcomesare intrinsically subjectiveand usually do not need
the supportof statisticaltests.
The basic stanceof theory building in interpretive researchis seekinginductive insights.
and explanations.The process is typically iterative and non-linear; in that tentative
speculations are made on the basis of data generated and are then confirmed or
disconfirmedby further consultationwith the dataon the ground.

4.2.3. Pluralist Strategy
Morgan (1993) argues it is wrong to condemn any researchperspectiveas both the
positivist and interpretivist research perspectives have their own strengths and
weaknesses.Without a doubt, if either of theseresearchapproachescould be proven to
be universally applicable,the debatewould havebeenresolvedlong ago.
As the foregoing literature review showed there has been a tendency to view these
research approachesas mutually-exclusive opposites, characterisedby "disinterested
hostility" between the camps (Buffell & Morgan, 1979:36). However, there are now
several researcherswho ague that these positions should not be viewed as mutually
exclusive (e.g. Firestone, 1990; Gable, 1994; Jick, 1983; Morey & Luthans, 1984;
Patton, 1990).For example,qualitative techniquescan complementquantitative onesin
that they can help to interpret and illuminate empirically-determined statistical
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relationships.This latter was a featureof a successfuland widely-cited researchstudy of
Kaplan & Duchon, (1988). Similarly, a successfulmulti-paradigm researchstudy was
conductedby Hassard(1991).
Patton arguesfor a 'paradigm of choices' as the basis for method selection.He goeson
to suggestthat:
"The issueof selectingmethodsis no longer one of the dominant Paradigmsversus
the alternativeparadigm,of the experimentaldesignwith quantitativemeasurement
versus holistic - inductive design based on qualitative measurement.The debate
and competition between paradigms is (to be) replaced by a new paradigm -a
paradigm of choices which recognisesthat different methods are appropriate for
different situations" (Patton, 1980:19-20).

Such a 'paradigm', in the viewpoint of Yin (1984) representsa 'pluralistic' strategyin
selectingthe appropriatemethodof study in a particular situation.
Hence the position taken in this study is to match the purposeand context of this study
with the different epistemic roots of the two paradigms to determine the most
appropriate approach.Hence, pluralist researchmethodology was found to be more
appropriateto investigatethe processesby which managersknow how to make senseof
and the nature and forms of top-level managers'knowledge which is assumedto be
influenced and shaped by the interwoven complex interactions between managers'
active engagementand constraining and/or enabling contextual factors. This would
allow for different paradigmsto be applied in a researchsituation. It would also allow
for a contingent tool-box approach where different methods with complementary
strengthscould be usedas appropriate(Landry and Banville, 1992;McGrath, 1984). As
Firestone(p. 123)points out, in the practiceof research,'walls betweenparadigmsbreak
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down', as it is not possible to remain in the philosophical heights avoiding
methodologicalspecifics.Thus, methodologicalpluralism has been recommendedas an
appropriatestrategyin practice(Landry and Banville, 1992;Nissenet al, 1991).

4.3 Characteristics of Qualitative Research
The main characteristicsof qualitative researchdescribedin the literature (e.g., Cassell
and Syrnon, 1994;Hammersley,1992;Bryman, 1989)include:
A commitmentto naturally occurring data
Writers have arguedthat qualitative researchcan take place only in naturalistic settings
(Lincoln and Guba, 1975) and that the focus of qualitative researchis on every day
activities that are "defined, enacted,smoothedand made problematic by personsgoing
about their normal routine" (Van Mannen, 1983:25). This in vivo perspectiverecognises
that contextualfactorshave influence on behaviour.
A focus on interpretation,seekingmeaningand explanation
As Van Mannen (1979:520) stated,qualitative research'seeks to describe,decode,and
translateand otherwiseto come to terms with the meaning,not the frequencyof certain
more or less naturally occurring phenomena'. The essenceof qualitative researchis
therefore diagnostic in that it explores and seeksexplanationsso as to understandthe
phenomenaunder investigation.
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Theuseof emic rather than etic analysis
A qualitative researchis sensitiveto participants and their interpretationsof situations
and experiences and takes into account their viewpoints in understanding social
behaviour. Becauseof this inherent subjectivity, it has greater potential to provide a
broad version of theory than quantitative methods that are limited to seeking
relationshipsbetweenvariables.
A holistic attemptto synthesizerather than a particularistic attemptto analyse
In qualitative research,individual or organisationalbehavioursare not perceivedas the
outcomesof a finite set of discrete variables, rather than as a 'lived experienceof the
social setting" (Casselland Symon, 1994:5).
More inductive than deductive
Unlike hypothetico-deductivemethodswhere specific a prior theories and categorical
framework directs the process of collection, analysis and interpretationsof data, the
emphasis in qualitative research is more inductive and moves from data to the
identification of emerging themes and ideographic descriptions and there on to the
development of theories. As interpretations come via the understanding of these
emerging themes and descriptions,there is a safeguardagainstpremature adoption of
theoriesand of limiting the scopeof enquiries.
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Flexibility in the researchprocess
Unlike quantitative researchthat is highly structured to ensure replicability, there is
substantialflexibility in qualitative researchand the researcheris permitted to change
and reformulatethe researchprocesson the basisof emerginginsights.
Reflexiveand interactive role ofthe researcher
Van Mannen describedqualitative researchas a 'matrix of rational, serendipitous,and
intuitive processin which the personalexperiencesof the researcherare often key event
to be understoodand analysedas data" (Van Mannen, 1983:10). This implies that a
qualitative researcheris more than an uninvolved bystander.As the researchtakesplace
in natural settings, there are interactions between the researcherand the respondents.
The researchers'own attributes and perspectivesdefine the nature of theseinteractions,
and would subsequentlyhave an impact on the behaviour of those around. Hence, the
researcherbecomespart of the social world that he or sheis studying and would have an
impact on the social phenomenabeing studied. This interaction also means that the
respondentsbecomeinvolved in the researchprocess.They are no longerjust subjectsof
research;insteadthey becomeparticipants in the researchprocess.
Qualitative research,as part of pluralistic strategy,was used in this study becauseof its
features as described above. The focus on context, subjective meanings, emic data
collection and inductive analysis are more congruent with the philosophical and
theoretical perspectivesunderlying this study. Thus, Patton's 'paradigm of choice'
approachinformed the selectionof methodsand theoreticalperspectives.

III

4.4. SomeQualitative ResearchMethods
In this section, the main qualitative researchmethodologiesand theories underpinning
their design are presented.Table 4.1, below was adaptedfrom the Creswell's (1998)
work as it provides an overview of different researchtraditions.
Creswell's overview indicatesthe fact that, no matter which approach,the interview as a
researchtool is perhapsthe most widely used of qualitative social researchtechniques.
Whilst phenomenologyand groundedtheory use interview as the only source of data,
ethnographyis basedon observationand in some instancessupplementedby interview
data. However the case study method differs from others becauseit uses multiple
sourcesof the data. There is also difference in the end results of these approaches;
grounded theory develops theories/ theoretical models and others provide thick
descriptionof the phenomenaunder study.
Criticism

of the use of qualitative data collection is widespread, particularly

the

acknowledgement that all data is filtered directly through the eyes of data collector
(Borman et al., 1986; Patton, 1990). One of the criticisms therefore, is that the results
can be considered as too intuitive, personal and individualistic

due to the researcher's

closeness to the data. But, on the other hand, the choice of methodology should be
appropriate to the nature of issues to be investigated. Thus, researchers have to make
clear their research design and, the processes of data gathering, analyses and
interpretations.
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Table 4.1. Some Qualitative Research Methods

Dimensions for Comparing Research Traditions in Qualitative Research
Phenomenology
Case Study
Ethnography
Grounded Theory
Dimension

Focus

Discipline
origin

Data
collection

Developing theory
grounded in data
from the field

Sociology

Interviews with 2030 individuals to
'saturate'
categories

analysis

Open coding
Selective coding
Conditional matrix

Narrative
form

Theory or
theoretical model

Data

Cultural
Anthropology
Sociology

Understanding
the essenceof
experiences
about
phenomenon
Philosophy
Sociology
Psychology

Primarily

Interviews

Developing an
in-depth
analysis of a
single case or
cases
Political
science,
sociology
Urban studies
Multiple

Describing and
interpreting a

sources,
documents,
records and
observation
Description
Themes
Assertions

observations
and interviews
with additional
artefacts
Description
Analysis
Interpretation

In-depth study
of a case or
cases

Description of
cultural
behaviour of a
group or
individual

culture and
social group

Statements
Meanings
Meaning
themes general
description
Description of
the 'essence' of
the experiences

Source: Ad apted from Creswell, 1999: 65

This research is based on the qualitative case study method. The rationale to choosing
the qualitative case method for this thesis research is detailed below. In addition to the
justifications
,

pro%ided below, the contemporary nature of the phenornena under

investigation, that is, inanagers' 'business knowledge', necessitated the choice of this
approach. Historically most ofthe studies infornied by the sensernaking tens are based
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&
1994;
Gioia
Thomas,
Gioia
1991;
(e.
Gioia
&
Chittipeddi,
al.,
et
on casestudies g.,
1996;Balogun & Johnson,2004; Maitlis, 2005). In addition, researchon the knowledgebased and resource based views are often process oriented. Moreover, researches
informed by the institutional theory also widely make use of qualitative research
approachesto investigatethe phenomenaunder study.
The qualitative case study method is consideredappropriate to explore the nature of
managers'knowledge and how they make senseof their organisations' environments.
The core conceptsof this thesis such as businessknowledge, strategy,tacit knowledge,
capabilities, etc., restrict direct measurement. Furthermore, the case study method
allows examining, from the insiders' perspectives,the influences the contextual factors
have on their knowing aboutand responseto the environmentalsituations.

4.5. Issuesof Soundnessand Rigour in Qualitative Research
A major criticism of qualitative research is that the validity, reliability and
generalizability of qualitatively derived findings have generallybeen consideredas poor
(Miles and Huberman, 1994). Researchershave not been too concernedabout them in
the past and have arguedthat these conventionalcanonsare not relevant to qualitative
research.Silverman (1993) provides an interestingdiscussionon someof the arguments
that researchershave used to side step these issues:the issue of the soundnessof any
researchproject is important and must be considered.As Silverman (1993) states,'we
cannot be merely satisfied with telling convincing stories. However as Blackler and
Brown (1983) notes, it would be a "mistake" to assessthe adequacyof studiesbasedon
qualitative epistemologyagainstthe positivistic criteria of adequacy.The usual canons
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of good research needs "to be redefined in order to fit the realities of qualitative
research,and the complexitiesof the social phenomena"(Straussand Corbin, 1990:250)

4.5.1 Criteria to Evaluate Qualitative Research
Lincoln and Guba (1985) have proposeda set of four criteria to assessthe value of a
qualitative research.Theseare summarisedand comparedwith conventional criteria in
table 4.2, below. The table also presentssometechniquesthat can be usedto enhancethe
value of qualitative research.
The first criterion judges the 'believability' of the findings of the study. The concernis
for the validity of interpretations,i. e., whether a researcher'sconclusion that Y is the
main theme to emerge from the enquiry is valid. The goal is to demonstratethat the
researcherhas gained full accessto the knowledge and meaningsof the informants and
has accuratelyidentified and describedthe subjectof enquiry. To do this, it is necessary
to go beyond the limits of the researcher'sown personalunderstandingof the situation
and ensurethat there is wider validation of what is being seen,thought or done.Morgan
(1993) suggeststhat this can be doneby testing and verifying interpretationsas one goes
along, through discussionswith the researchparticipants and co-researchersand by
seeking reactions to descriptions and conclusionsthat are finally drawn. Reason and
Brown (1981:169) suggestsometechniquessuch as the use of multiple viewpoints; the
use of 'feedback' loops; actively seeking contradictions in the data; convergent
validation through triangulation of different methods;and comparisonwith the findings
of similar studiesto achievethis.
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Table 4.2. Criteria for Establishing Trustworthiness

Conventional
criteria used for
qualitative research

Alternative criteria
used for qualitative
research

Techniques to
enhance validity for
qualitative research

Internal validity: the
degreeto which
findings correctly map
the phenomenonin
question

Credibility: the extent
to which it truly
examinesthe subject
which it claims to
have examined

Prolonged
engagement
Prolongedobservation
Triangulation
Referentialadequacy
Peerdebriefing
Memberschecks

Applicability

External validity: the
degreeto which
findings can be
generalisedto other
settingssimilar to the
one in which the study
occurred

Transferability: the
Thick description
extent to which the
findings of a study can Purposivesampling
be transferredto a
context similar to the
context in which it
was first derived

Consistency

Reliability: the extent
to which findings can
be replicatedor
reproduced,by
anotherinquirer

Dependability:the
extent to which the
researchaccountsfor
the changesin the
conditions of the
phenomenaas well as
the setting of the
research

Dimension

Truth value

Dependabilityaudit

Confirmability audit
Objectivity: the extent Confirmability: the
to which findings are extentto which the
free of bias
generalfindings can
be confirmed by the
data or anotherperson
Source:Adapted from Erlandsonet al (1993:133)

Neutrality

The onus to determinetransferability lies within the readerof the researchwho intends
to use the findings of a particular researchfor other purposes.However, Lincoln and
Guba (1985) point out that the researcherneedsto provide the necessaryinformation or
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data baseto enablethe potential usersto judge and make decisionsabout the extent to
which the findings from this could be applicable to other situations. Hence,
comprehensiveaccountsof the theoretical framework, the researchsettings,the means
of data collection and analysis and the concepts must be provided. Related to
transferability is the issue of generalizability. Schofield (2002) suggeststhat several
major themes can be found in the work of qualitative researcherswho have written
recently on the concept of generalizability. Whether it is Guba and Lincoln (1981)
writing of fittingness, Goetz and LeCompte (1984) writing of translatability and
comparability, or Stake(1978) discussingnaturalistic generalizations,the emergingview
sharedby many qualitative researchersappearsto involve severalareasof consensus.
First of all, there is broad agreementthat generalizability in the senseof producing laws
that apply universally is not a useful standardor goal for qualitative research.Second,
most researcherswriting on generalizability in the qualitative tradition agreethat their
rejection of generalizability as a searchfor broadly applicable laws is not a rejection of
the idea that studies in one situation can be used to speakto or help form a judgment
about other situations. Third, as should be readily apparent from the preceding
discussion, current thinking on generalizability puts high importance on thick
descriptions(Schofield,2002).
The test of dependability rests with the researchprocessitself The researchis more
dependableif these processesare clear, systematic,well documented(Robson, 1993).
Suggestionsto enhancethis include the use of audit enquiry and triangulation techniques
(Guba, 1981). Although 'objectivity' usually is not a goal of qualitative research,the
issueof possibleresearcherbias should not be ignored.
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Confinnability is concernedaboutwhether there is enoughinformation to judge not only
the adequacyof the processbut also whether the findings flow from the data.There are
several suggestionsin the literature as to how confirmability of a research can be
enhanced;
1.

To explicitly distinguishbetweenetic analysis(basedon the researchers'own
presuppositions) and emic analysis(derived from the conceptualframework
of thosebeing studied)(Silverman, 1993;Kvale, 1983)

2.

Use inter-rater comparison of coding and explore reasons for any
disagreement(Kvale, 1983)

3.

Use the audit trails by which the researchproductssuch as the raw data (field
notes, interview notes,etc); processeddata, data reconstructionand synthesis
products (codes,patterns,matrices, final report, etc., ) and processnotes are
perusedby anotherpersonto determinewhether the findings and conclusions
arejustified in relation to the thesematerials(Robson,1993).

In addition to the criteria discussedabove,the issueof interpretive validity merits some
discussion. It is true that qualitative researchersare concernedwith providing valid
descriptionsof what the objects, events,and behavioursmean to the people engagedin
and with them. According to Maxwell (2002) the term meaning includes intention,
cognition, affect, belief, evaluation, and anything else that could be encompassedby
what is broadly termedas 'participants' perspective',as well as communicativemeaning
in a narrower sense.This construction is inherently ideational or mental, rather than
physical. The term 'interpretive' is appropriate primarily because this aspect of
understanding is most central to interpretive research,which seeks to comprehend
phenomenanot on the basis of the researcher'sperspectivesand categories,but from
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those of the participantsin the situation studied- that is, from an 'emic' rather than an
getic' perspective(Bohman, 1991).
For interpretive validity there is no in-principle accessto data that would unequivocally
addressthreatsto validity. Interpretive validity is inherently a matter of inferencefrom
the words and actions of the participants in the situations studied. The developmentof
the accountsof these participants' meaning is usually based to a large extent on the
participants' own accounts, but it is essential not to treat these latter accounts as
incorrigible; participantsmay be unawareof their own feeling or views, may recall these
inaccurately, and may consciously or unconsciously distort or conceal their views.
Accounts of participants' meaning are never a matter of direct access,but are always
constructedby the researcher(s)on the basisof participants' accountsand other evidence
(Maxwell, 2002:49). Theseabovecriteria for establishingtrustworthinessare useful and
hencereferredto in this study.

4.6 What Is an Appropriate Method of Study for this Research?
For this study qualitative case studies were considered appropriate to explore the
managers'sensemakingand knowing of their businessand its environmentand in what
context their knowledgeis constructedand shaped.It is believed that this study approach
is relevant to address"the context-specificity of knowledge that is createdin a situation
and is of that situation7 (Hatch and Yanow, 2003:69). Thus, the judgement of
appropriatenessand relevanceof knowledgerestswithin the managerswho are engaged
in production, interpretation and use of that knowledge. In contrast to the positivist
perspective,which assumesreality as given and the independentrelationshipof humans,
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the interpretive view argues that social interactions and processesof humans shape
reality. This relativistic relationshipassumesthat the understandingof any phenomenais
subjective,non-deterministic,and requires the considerationof cultural and contextual
factors.

A numberof justifications can be provided why I want to use qualitative casestudies
for this research. These are: first, to understandhow managers' knowledge enables
them to make distinctions within a collective domain of action about key organisational
issues;second,qualitative case studies can provide the potential to study diversity in
managers'interpretationsand enactmentof what they regard as important issues;third,
they provide an opportunity to study qualitative elementswhich may otherwise have
been overlookedor inaccessiblein quantitative methodologies.By using this approach
this researchdocumentssubjective qualitative phenomenasuch as managers'beliefs,
world views, presumptions, and the schema that lie behind their understanding,
decisionsand actions that are context-rich and intrinsically unobservable(Godfrey &
Hill, 1995).
Following Orlikowski & Baroudi (1991:5), this thesis attempts to 'understand
phenomenathrough accessingthe meaningsthat participantsassignto them' and focuses
on their cultural and historical context. Thus, this approachrejects the notion of valuefree researchand instead focuseson gaining a deep understandingof the phenomena
being investigated,and acknowledgesits own subjectivity as part of this process.The
value of explanation is judged in terms of the extent to which it allows others to
understandthe phenomenaand makes senseto those being studied (Walsham, 1995).
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Moreover, qualitative case studies are used because I wanted to cover contextual
conditions - believing that they might be highly pertinent to the phenomenaof study.
An enquiry into judgment and alternative rationalities must treat the meaning of any data
as problematic.

The researcher can't pre-empt the subject's own meaning system or

rationality when it is the actual target of the research. The researcher remains open to the
subjects' own methods of explanation and conclusion, provided they conform to logic.
Until the researcher finds otherwise, he is forced to assume the subject is logical, and
therefore by his own lights, rational. Here the subject has initiative, especially in the
process of constructing the meaning of his world.

In this study the case studies were used to provide the description of and to theorize
about the Ethiopian managers''businessknowledge' and sensemaking.This is because
of our understandingof the concept of managers''businessknowledge', especially,the
strategiclevel knowledge, is extremely limited in transition economies(Cavaye, 1996).
This is reinforced by the facts that theory of businessknowledge is at its formative
stages(cf, Benbasatet al. 1987) and there is a need to explore the value and utility of
this conceptin a context of a transition economy.This is not to suggestthat researchers
go into the casestudy with no theory at all - they would quickly becomeoverwhelmed
with data - but the key point is that the initial identification of researchquestionsand a
theoretical framework and conceptsare repeatedlyexaminedagainstthe data which are
systematicallycollected.
Thus, this researchdoesn't aim at seekingout general,abstractlaws that ideally can be
applied to an infinitely large numbersof phenomena,people, setting, and times. Here a

121

more historical, particularistic approachto researchwas taken.Thus, the motive is not to
seekto determineregularitiesbut to seekto understandmotives, meanings,reasons,and
other subjective experiencesthat are historically and socially specific in exploring
managers'sensemakingand knowing.

4.7. My Role as a Researcher
Schofield (2002) made explicit that at the heart of the qualitative approach is the
assumption that a piece of qualitative research is very much influenced by the
researcher'sindividual attributesand perspectives.Despite my capability to make use
of both quantitative and qualitative researchmethods,this thesis was largely basedon
the latter approach. This choice of method is motivated by the desire to seek to
understand the connection between managers' knowledge and their sensemaking
activities and how the latter are usedby managersto reduceequivocality and uncertainty
they face. Born in Ethiopia, trained as an economistand worked for public and nongovernmentalorganisations,this researchersharedand has 'lived experiences'of many
featuresof a land of contrast (Ethiopia) as others millions of Ethiopians do. To put it
differently, I am an 'insider' and hencecan provide, to some extent, 'emic' accountsof
the study phenomena.
Ethiopia, one of the ancient countries with stupendouscivilization dating back to the
seventh century, and perhaps the cradle of man kind, has been, for some decades,
characterizedby the protracted war, poverty, recurrent drought, volatile economic
growth, unstablepolitical situations, to mention some of its despicablefeatures.From
my experienceworking in different organisationsand in participating in community
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of the social,culturaland
activitiesI havehad,to a certainextent,'lived' experiences
andparticipationprovidedme with the
othercontextualsituations. Suchengagement
opportunitiesto observehow businesspeople,largely small tradersand producers,
better
in
In
do
businesses.
positionedstate-owned
engage sensemaking
relatively
and
dominate
I alsonotedhow bureaucracy,
the production
and
politics
enterprises,
power
and exchangesphere.I am also awareof the ongoingsocio economicand political
developments
in the countrywhich arepartly shapedby socialistpreceptsof key actors
in politics and the pressuresfrom demandingBretton Woods' institutions. The
contextualfactorsthusfar mentioned,I believe,bringto bearvaryinglevelsof influence
know abouttheirbusinessorganisations
andmakesenseof them.It is
on how managers
in suchanenvironment
studywasconceived.
andsettingthatthis research
My personalexperiencesincluding my educationalbackground,and 'lived' experiences
informed my researchorientations. From theseI draw on three important lessonsand
theseservedalso in shapingmy approachto this study: (1) studiesthat are empirically
basedare more likely to be acceptedby the governmentand other stakeholdersas input
for formulation of policies, strategiesand making major decisions. Such studies,thus
are informed by the epistemology of objectivism and hence make use of surveys,
statistical models and theoretical closures to provide objective "value-free" results
(prescriptions) (2) Studying social phenomenaand human nature however, requires
methodsthat would enablean understandingof and description of the interactionsand
'lived' experiencesof the phenomenonunder investigation. The meaningspeople give
are socially constructedand basedon their subjectiveperceptions. Hence, the research
design should be one that enables an accessto socially constructedmeaning of the
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participants and the context. (3) Since this study focuses on exploring how managers
know how to make senseof, and act upon on what they make sense,it requires an
interpretive approachthat informs the selectionof cases.Hence,qualitative casestudies
were chosenas appropriatefor this study.
To sum up, my preference to qualitative case studies was influenced by the abovementioned factors. Accordingly, the research outcome was the co-product of the
researcher,the researchparticipants and the context. The role of the researcherin
interpretation is also acknowledged. Moreover, the need to think reflectively,
historically (Denzin, 2002), and contextuallywere also taken in to account.

4.8 Chapter Summary
In summary, in this chapter I discussedsystematically how different philosophical
traditions embrace different theoretical perspectives,and researchmethods in social
sciences and managementstudies. Primarily, the distinction is drawn between the
positivistic and interpretivist paradigms and how these paradigms see the nature of
social phenomena,the nature of knowledge about the social phenomena,the nature of
methodsto studying phenomenaand the nature of human actions. Moreover,paradigm
of choices and related pluralist strategy conceptswere reviewed as an alternative to
overcomethe limitations of the two philosophicaltraditions.
The review also highlighted the following featuresof qualitative research:a commitment
to naturally occurring data; a focus on interpretation and seeking meaning; the use of
emic and more inductive analysis; holistic synthesis and flexibility in the research
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process and the researcherto be reflexive and interactive. Then, some qualitative
research methods were described with their distinctive dimension in use in social
sciences,humanitiesand management.This is followed by outlining the significanceof
rigour and relevanceto qualitative researchgiving more attentionto issuesof credibility,
transferability, dependability,confirmability and interpretive validity. Finally, I provided
justifications for using qualitative casestudiesfor this researchand explainedmy role in
the researchprocess. The next chapter describesthe researchprocess including the
researchdesign,casesselection,datacollection, analysisand interpretation.
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CHAPTER FIVE: THE RESEARCH PROCESS
5.1 Introduction
This chapter presents how the researchwas conducted and analysed. It describes the
researchprocessesused for caseselection,data gathering,analysis and interpretation.The
researchprocessesusedhere are that enablethe documentationof how managerscan make
senseof sharedexperiencesin different ways and henceprovide multiple interpretationsof
what they make senseof.
This chapter is organised as follows. Section two describes the macro-microscopic
approachto data gathering.This is followed in sectionthree by an outline of accessgaining
strategy.Sectionfour describesthe processesof casesselection.This is followed in section
five by data collection methods. Section six and seven, respectively, present how the
interviews were conductedand the validity and reliability of the researchprocess.Section
eight describeshow the datawas analysed.Chaptersummaryis presentedin sectionnine.

5.2. Micro-macroscopic Approach

One of the strengthsof the researchmethodology applied here is its micro-macroscopic
approachthat enabled the documentationof evidences,analysesand interpretationsfrom
the casestudy organisations'managersand from policy and industry experts,and business
representativesat national level. This approachto data gatheringprovided descriptionsthat
were facilitated by a theoretical grasp of the larger country and business environment
context for understanding the analyses and interpretations managers make. This was
consistentwith the ontological assumptionsbecause,as Silven-nan(1985:70) argues:
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It is misleading to assumethat a fundamental choice must be made between these
(macro and micro) perspectives.While research data are often mainly gathered at a
structural or interactional level, soundanalysisand intelligent conceptualisationrequires
both levels (and their relations) shouldbe addressed".
A concern with social structures precludes a proper understanding of the processes of
interpretation through which they are reproduced and sometimes changed. This is important
given how the macro environment shapes and constrains how managers interpret and enact
their organisations' internal and external environment. Hence, the micro-macroscopic
approach was considered to be useful to relate organisational practices to the institutional
context in which those practices are situated.

The following researchdesign was used for the researchprocess.The researchdesign
consistsof two layers. The outer box showsthe composition of the researchparticipantsat
a national level. They were purposively sampled from different offices of government,
businessassociationsand a researchinstitute. Theseresearchparticipants' accountsof the
transition process,the limitations, capabilitiesand challengesof the businessorganisations
in Ethiopia were used to frame the researchcontext and to triangulate, and validate the
interpretationsof the top-level managers. The inner box is the main focus of this research,
the top-level managersfrom the five casestudies.
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Figure 5.1 The Research Design
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5.3 Access Gaining Strategy

The research process and strategy to gain access to the research participants took into
account the following five important considerations. These were
1. They should be consistent with the objectives and the conceptual model ofthe study
developed in Chapter three.
2. They shOLIldbe consistent with the theoretical perspectives and the rationale for a
qualitative approach as discussed in the previous chapter and be able to elicit the
insider's perspectives.
3. DUe to lack of empirical studies about the managers' 'business knowledge', data
must be sufficiently rich in depth and scope in order to enhance our understanding
of this concept's potential, Litility and limitations in a transition econorny context.
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4. The strategy must adequately incorporate efforts to enhance the credibility,
dependability,confirmability and transferability of the researchoutcomes.
5. Must be pragmatic, and take into account the logistical limitations such as time,
scope,resources,etc.
Gaining accesswas in accord with the theoretical or purposeful sampling (Denzin, 1989;
Patton, 1990). The time and effort put into this should not be underestimated. It was 6
months (March, 2004) that the initial contact was establishedthrough emails and phone
calls with colleaguesand classmates(now high positionedofficials) that were thought to be
helpful in accessingthe case study and wider context interviewees. Researchingon
powerful managersis quite a difficult undertakingand this is doubly problematic given the
researchcontext, and when the researcherwas at distant, foreign location. To overcomethe
accessproblem, preparationand implementationof the fieldwork involved four stages:
SI

identified potential case study organisations as well as other informants that

would suit the purposeof the researchbasedon my background,experienceand
readingof contextualinformation.
aI

identified a number of researchersand other colleagueswith good contactswith
potential case study organisationsand contactedthem via e-mails and phones.
Thesecontactsrespondedpositively but at the sametime warned me that it would
be difficult to gain accessto powerful board membersand senior managersfrom
abroad. The messagewas crystal clear: I had to spend a couple of weeks in
Ethiopia for this to be effective and gets on hold.

0

Based on the loose conceptualframework and the researchfocus, the theoretical
sampling of informants from the wider researchcontext was determined on an
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incremental basis. Officials and experts in a number of governmentoffices were
identified and requestedto be researchparticipants to help grasp the transition
processand changingbusinessenvironmentin the country.
8

Informants from the businessassociations(Chamber of Commerceand Industry
Associations) were approachedto understandthe problems, constraints of and
opportunitiesfor the businessorganisationsduring a time of transition.

a

The above four stepshelpedthe identification of potentially relevant caseswithin
two sectors: financial and, manufacturing and exporting. In addition, they
contributedto the collection of secondarydata.Through thesenetwork of contacts
accessto 'gate keepers' (usually chief executive and some times board members)
were securedalbeit with some failures. Then, I discussedwith the 'gatekeepers'
about the purpose of the research,appropriate researchparticipants, the likely
benefits of the researchoutcome to the organisation concerned,and anonymity
and confidentiality issues.

There were failures of gaining access, too. An attempt to gain access through my
sponsoringinstitution failed. Furthermore,one of the case study organisationsdenied me
accessto the rest of its seniormanagersalthoughtwo of them were interviewed.

5.4 CasesSelection
As describedearlier in a previous chapter, this study is basedon qualitative case studies.
The key rationalesfor this choice were describedin 4.6. In addition, three other reasonsfor
this method selection include: first, this researchaims to generatetheory about managers'
businessknowledge. Second,'An important advantagewith the casestudy researchis the
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opportunity for a holistic view of the process' (Gurnmesson,2000:86). Third, 'case studies
can be of particular value in the applied social scienceswhere researchoften aims to
provide practitioners with tools' (Gummesson,2000:87). This is particularly important for
the researchthat aims not only for theoreticalachievementbut also practical value.
The multiple casesdesign was used in this thesis because"evidence from multiple case
studiesis often consideredmore compelling, and the overall study is thereforeregardedas
more robust" (Yin, 1989).Caseswere theoretically sampledand included different maturity
(incumbent firms and newly emergedduring a transition period); ownership types (stateowned versus private) and sectors (financial versus manufacturing and export). The
profiles of casesare shown in Table 5.1, below.
Table 5.1. The Profile of the Business Organizations

Organisations'
Profile
Sector
Industry
Ownership

State Bank

Private Bank

State Tannery

Financial
Banking
State

Financial
Banking
Private

Year of
establishment
Number of bank
branches
Capital (
Million Eth Birr)
Number of
employees
Market focus

1963

Manufacturing
Leather
State

State
Garment
Manufacturing
Garment
State

Private
Tannery
Manufacturing
Leather
Private

1995

1975

1971

1972

171

30

NA

NA

NA

1,368

140

135

N/A

---

7478

1234

989

579

225

Commercial &
retail banking

Export &
domestic

Domestic
export

Private
enterprises
Individual
customers

Overseasand
domestic
leatherand
leathergoods
and shoe
manufacturers

Commercia
I and retail
banking
Governmen
Major customers t public
enterprises
Private
enterprises,
individuals
I

I

State
enterprisesand
agencies
Individuals
(less), few
overseas
I clients

Export &
domestic
Overseasand
domesticleather
and leather
goodsand shoe
manufacturers
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Multiple case studies approach was believed to facilitate case comparisons,illuminate
differcnces/similaritics and provide multiple interpretations that enrich the research
findings. Inherent in this approach was the underlying logic that the selection process
would enablethe illumination of similarities and differences in mangers' knowing of key
organisational issues that are historically, socially and situational specific. Brief
descriptionsof thesefive casestudy organisationsare as follow.

5.4.1. The State Bank
The statebank was establishedautonomouslyin December1963 with a paid up capital of
Birr 27.3 million (Degefe, 1973).It is a dominantplayer in the commercialbanking sector.
It has total assetsand capital of Birr 24.6 Billion and Birr 1.36 billion respectively (SB,
2002/03). It has 171 branches,of which one is in the Republic of Djibouti, and maintains
deposit and credit accountsfor about 1.3 million customersand 31 thousandborrowers,
respectively.The staff strengthof the bank was 7,478 in 2003 (SB, 2002/03).
This bank has been through three comprehensive assessmentprogrammes. The first
restructuring study in 1995/96 assessedthe operational performance of the bank, its
strengthsand weaknesses,and reviewed the responsivenessof the bank's human,material,
technical, financial and organisational resourcesto deliver the requisite services in the
newly emerging competitive environment. The aini of this comprehensiveaudit program
was 'to promote flexibility and efficiency in its operations and to ensure customer
satisfaction' (SB, 1996/97). Accordingly, the organisational structure of the bank was
reconfigured; and new divisions, reflecting the priority of the bank and the reality of the
economic environmentwere created(SB, 1996/97:6).

At the upper echelon, a board of

managementwas appointedby the governmentto provide direction, guidanceand oversight
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in the activities of the bank's managementand in the implementationof the bank's strategic
businessobjectives. A core executive managementof the bank led by a President, one
ExecutivePresident,and four Vice Presidentsin Credit, Finance,Marketing and Corporate
Planning and Human Resourcesand Property Managementwas also formed. Moreover,
five regional offices and sixteendistrict offices were createdto bring about efficiency in the
bank's branch operation.The bank also modified its vision, mission and value statements
and adopteda five year strategicplan (1996/97 -2000/01)that depictedthe bank's business
objectives,goals and strategies.
Second, in 1999, the state bank once again conducted a thorough assessmentof its
operational capacity with the help of the international consultancyfirm, Ernst & Young.
The objective of the ComprehensiveAudit Project (CAP) was to 'further contribute to the
improvement of processesto enable the bank to exploit the opportunities and new
challenges presented by the liberalisation of the Ethiopian banking market and the
introduction of a market economy, and strongly compete with the increasing number of
new competitors' (ManagementContract RFP document, P:5). Till 2005, the Bank of
Scotland-Irelandprovided managementconsultancyservicesfor its executivemanagement
and functional departmentsbasedon the findings and recommendationsof Ernst & Young
and its own works. The key objective of this consultancy work was to achieving 'a
sustainableimprovement in the operational and financial managementof the bank and
adoptinginternationalbest practicesfor the productsand servicesit delivers.
Third, since 2004 the bank is undertakinga 'bank wide transformationprogramme' that is
driven by the Country's Financial Sector Reform Programmeand recommendationsfrom
the IMF and the World Bank.
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5.4.2.The Private Commercial Bank
The private commercialbank is the first private bank to be establishedas a Private Limited
Companyby Ethiopian nationalsin 1994and startedbanking operationsin February 1995.
Since then, the bank has seen remarkable growth in its capital base, branch network,
number of employeesand customerbase. At the end of 2005, it had 35 bank branches
acrossthe country. During the sameperiod its paid up capital, deposit mobilization and
loans and advancesreachedBiff millions of 158.4,2270,1545, respectively. It has been
profitable throughout its ten years of operations and has been delivering value for its
shareholders.It has 1234 employeesand over 2300 shareholdersat the end of 2005 (PB,
2006).

5.4.3. The State-Owned Tannery
The StateTannery was establishedunder the technical cooperationagreementbetweenthe
governments of Ethiopia and Czechoslovakia on December 11,1959, but became
operationalin 1975 with 293 Ethiopians and 12 Czechoslovakianexperts.The company is
one of the largesttannerieswith modem machineryand equipmentand was first of its kind
to produce semi-finished and finished leather both for foreign and domestic markets. It's
fully equippedwith modem production lines for hides and goats and sheepskinsup to the
finished stage.Currently it has a production capacity of 12,000 14,000 pieces of sheep
and goatskins,and 1200-1400piecesof hidesper day. Its productsfor foreign and domestic
markets include crust, shoe upper, bag leather, garment, upholstery from hides; pickled,
garment, glove and sheeplining from sheepskin;and wet blue, crust, and goat lining from
goatskins.
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About 80 per cent of the production is exportedto the international market in the form of
semi-processedand finished leather whilst the remaining 20 per cent is sold to the local
shoe and leather goods manufacturers.The main export destinationsare the UK, Italy,
Romania,Netherlands,Sweden,Germany,Malaysia, Indonesia,India, China and the Czech
Republic. In 2005 this tannerywas accreditedwith ISO 14001certification and is currently
working towards achievingISO 9001 certification. In Mid 2005, the companymanagement
was overtaken by Pittards, a UK company engagedin production and trading of quality
finished products, for the purposes of acquiring and transferring best practices and
'modem' managementtechniques.

5.4.4. The Private Tannery
The Private Tannery was establishedin 1972by a private entrepreneur.Many interviewed
managerssharethe discoursethat their organisationsurvived and succeededin the hostile
environment of the socialist era. It has been one of the thriving private companiesin the
country. The owner of the company is currently serving as a chairpersonfor the apex
sectoralbusinessassociation- the Ethiopian TanneriesAssociation. Its products include
pickled, crust and finished leather from sheepskin; wet blue, crust and finished leather
from goat skin; and wet blue, crust and finished leather from hides. It exports to the USA,
UK and Japan, as well as providing finished leather to its sister shoes manufacturing
enterprise owned by the same entrepreneur. The tannery's processing capacity is 2.3
million pieces of skins and 140 thousand pieces of hides per annum (EIC, 2004). The
companyis being run as a part of family business.The son of the owner, a qualified leather
technologist,servesas managingdirector of the enterprise.
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5.4.5.The State -Owned Garment Enterprise
The state-ownedgarment factory was establishedin 1971. The company's major products
include cotton basedvarieties of garmentproducts such as shirts, T-shirts, uniforms, work
clothes, etc. The enterprise'sproduct market is mainly domestic (targetedto government
institutions) but it has potential accessto duty and quota-free Europeanand US markets.
The company exported to USA and Greecein 2004 and 2005 using thesemarkets access
opportunities.With the exceptionof 2002, the companyhas beenoperatingat a loss for the
last fifteen years. During the two fieldworks, the companywas on offer for privatization.
In summary,the core researchsitesincluded two banks (incumbentstate-ownedand newly
establishedprivate) and threemanufacturingand exporting businesses.Two of thesewere
state-ownedand one private. Two were tanneriesand one was a garment-makingenterprise.
Eachof the businesses,apartfrom the private bank, had over thirty yearsexperience.They
were eachof medium to a large size.

5.5. Data Collection Methods
Three data collection semi structured interview questionnaireswere used to tap the
responsesof the informants (Denzin, 1989; Patton, 1990). Two were directed to the
company managers'(in two periods), and the other one to the wider context participants.
The interview schedulefor the wider researchparticipantswas designedto allow flexibility
to tap a diverse response and information based on their experience, background,
organizationalaffiliation and current responsibility. This approachto data collection was
deemed critical for it serves purpose of triangulation as well as helps to illuminate
difficulties associatedwith transition economyenvironment.
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Two interview scheduleswere usedto tap top-level managers'responsesin 2004 and 2005.
The first phase interview schedule main parts included questionnairesrelating to the
background of the informants and their interpretation and understanding of external
environment,businessstrategy,businessknowledge, capabilities, performanceand future
organisational directions. Some of the main discussion points were (see, annexl for
details):

M

'What and how do the managersthink and regard as salient features(challenges
and uncertainties) from the external environment during a time of transition?
From these,what aspectsdid they regardas opportunitiesand/or threatsfor doing
business?

a

How do they describe their organisations' business objectives and business
strategy? What knowledge do thesemanagershave about organisationalstrategy
and strategymaking processes?How do they describethe featuresand contentsof
their organisations'strategy?How is strategyformulated and by whom?

a

What do they think as requiredresourcesand capabilitiesto deliver their strategies
and make their organisationssuccessful?

a

What do they regard as the role of managers' in enhancing the evolution and
developmentof knowledge and capabilities in their organisation? What do they
consider as enabling and/or constraining factors in acquiring and developing the
requiredresourcesand capabilities?

0

How would they like to seethe future directions of their businessorganisationsin
five -ten yearsfrom now?
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Thus, the data capturedthe periods under change,and the dynamic characteristicsof these
changes,how managers' knowledge is subjected to change and re-interpretationswith
changingenvironmentalsituations.
After analysingthe first fieldwork data,the detailedfieldwork analysisreport was produced
in May 2005 and became the basis for the second round of fieldwork in OctoberNovember 2005. During the second fieldwork, the scope of the thesis research was
narrowed to focus on the processesby which managersknew how to make senseof and
enactedthe environment in which their practiceswere situated. To put it differently, the
core focus became managers' sensemakingand knowing of their organisation and its
environments,including the nature and forms of knowledge they have about these issues.
The key researchquestion and the final version of the sub-main questionsare presented
earlier in Chapter I subsection4.1 (pp: 14-5).

5.6. Running the Interview
It was expectedthat since informants were likely to have complex, diverse and dynamic
stories to tell, and other data to impart, face to face contact was necessaryto capturedata.
The case study sites were enteredconcurrently becauseopportunities for accessarose in
close time duration, whereas analytic induction normally involves carrying out case
examination serially. Each participating organisation was given a letter explaining the
purposeof the research,the data that was sought and the outcome of the research.Initial
samples of interviews were identified while discussing the issue with the company
presidents or general managers; or one of the government officials or the high level
representativeof the businessassociations,like the Chamberof Commerce.In this process
the interview schedulekept and tracked as time goesby. This processwent on as long as
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the author's resourcesand the participants' patiencewould allow. In addition, the research
processcontinued as one thread leading to anotheruntil relevant and supportive accounts,
evidencesand meanings seemedcompleted. Additional theoretical samplescomprised
informants known to have differing points of view and who were concernedabout the
developmentsin the businessenvironment.According to someof theseinformants Ethiopia
is pursuing 'capitalism without capitalists' and this thought was subsequentlyinvestigated
conversingwith someothers,albeit, difference in interpretationsunfolding. This is thought
to have a great relevance to the case at hand, given the underdevelopednature of the
businesscommunity in the country, the 'hang over of socialism' and the alleged tendency
of governmentto bring about a 'controlled change'.
The interviews were semi-structuredand used to guide discussion (Patton, 1990). Prior
permission of the intervieweeswas secured.During the interview the questionsand their
orders were redefined to fit the characteristicsof the informant (Denzin, 1989:105). This
was largely due to the fact that the core constructson which the researchis based- nature
of managers'knowledge and their knowledge of environment, strategy,and capabilities were not too familiar for the majority of the informants even though they were
knowledgeable about the business operations of their organisations. This provided
flexibility to cope with data collection problems that would have stemmedfrom language
difficulties. Moreover, the semi-structured interview relied, to some extent, on the
managers' verbal communication skills and every day experience. Mintzberg's work
(1973:39) showed that about 60 per cent of a typical manager's time is spent on
communicatingverbally, so I am reasonablyconfident in dependingon this verbal facility.
During the interview process I strived for transparency,imposing neither languagenor
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direction (Spender,1989:75), the processthat enabledthe respondentto illuminate his/her
perspectives.
from
focus
derived
The interviews were "conversations
the main
the
main
where
...
questions" (Denzin, 1989:109). They ranged from those in which answersto the original,
supplementary questions, probes, discussions and clarifications followed open-ended
questions. At the other extreme, informants embarked on narratives describing their
interruptions
to
these
allowed
and
working environments, amplified
with anecdotes,
clarifying the narrative. Someearlier questionsinvariably elicited at leastpartial answersto
many other questions on the interview guide (Denzin, 1989:106). These partial answers
were noted and linked to items on the guide, which was also a sourceof new stimuli. Notes
were taken of points that were unclear, so that they could be revisited (Patton, 1990), and
in
interview guides
informants
issues
important
the
that
not
when
were
raised some
(Denzin, 1989:106).The profile of participantsis shown in table 5.2.
Table 5.2. The Profile of Senior Managers
----Oxganisations
Position
Presidents,V/P
Generalmanagers
Seniormanagers
Mid-level
managers
Total

Statebank
5

Private
bank
5

State
tannery

4
2

4
2

1
5
1

11

11

7

Private
tannery

State
garment

1
3
-

2
4
I

4

7

The participants of the researchwere all top-level managers(presidents,vice presidents,
generalmanagers,senior executivesmanagers)and in a few casesmid-level managers.The
totals of 40 interviews were conductedfrom all the five case studies; the responseswere
digitally recorded (except for two respondentswho refused to be recorded) and then
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downloadedto the computer for later transcription and analyses.The depth of discussion
varied according to the participant's position, responsibilities and role. For instance, the
discussionwith the Presidentsof the state and private banks, and PersonnelPlanning and
DevelopmentVice Presidentof the statebank, took respectively, 103 minutes, 93 minutes
and 95 minutes. On average the interview lasted for over 70 minutes. Three short
interviews were curtailed by urgent businessmatters. Informants also provided documents
and reports. The digital voice recorder proved to be crucial in that it "did not 'time out'
conversions,changewhat was said becauseof interpretationor record words more slowly
than they were spoken7'(Patton, 1990:348).
Table 5.3. Senior Managers' Demographic Characteristics
'Ikse study
org

30-39

Age
40-49

>50

<10
Yrs

Statebank
Private bank
Stateleather
Private
leather
Stategannent
Total

3
4
1
2

6
4
41
1

2
3
2
1

0
1
1
1

2
12

5
20

0
8

0
3

In (percent)

30

50

1 20 1 7.5

Work experience
20-29
10-19
>30Yrs
Yrs
Yrs

Levels of Qualifications
Diploma BA/BSc
MA/
MSC
MBA
8
0
3
6
1
4
0
3
4
2
1
1

2

4
3
4
1

0
3
0
0

3
18

4
16

0
3

5
7

1 45

40

7.5

17.5

7
4
12

1

2
15

0
18

37.5

45

1

Some essentialcharacteristicsof senior managerssuch as their age, work experiencesand
levels of educationare shown in table 5.3. Information in table 5.3 is presentedbecause
top-level managers' knowledge is influenced and shaped by a myriad of demographic
characteristics. Most of these managers 'lived through' the three different economic
systemsand this situation is believed to serve as a foundation to the interpretationsthey
madeon key organisationalissuesinvestigatedin this research.
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Table 5.3 shows that while bank organisationshave a high number of managerswith
postgraduatequalifications; most of the stategarmentmanagers'qualifications were limited
to diploma levels education(accountsfor 63 per cent of managersin this group). Over all,
18 (45 per cent), 15 (37.5 per cent) and 7 (17.5 per cent) managershave postgraduate,first
degreeand diploma levels qualifications,respectively.
The wider researchcontext infonnants were selectedtheoretically as well. Knowledgeable
officials and experts from 6 government offices, 3 businessassociationsand a research
institute were sampled for the interview. The interview schedule used for context
interviews consistsof 14 interview questionnaires.The aim was to establishthe peculiarity
of the researchcontext from the insider's perspectives.Moreover, they were meant also to
strengthenthe dependability and confirmability of information gathered from top-level
managersin the case study organisations. 18 interviews were conducted.The number,
profiles and organizationalaffiliation of the participantsare shownin Table 5.4.
Gaining accessto the national level researchparticipants was extremely helpful for this
researchprocess.First, it enabledthe identification of and approachto the next relevant
informants in the same or different institutions in line with the principle of purposive
sampling. Second,it facilitated the collection of secondarydata such as publishedresearch
reports, documents,organisationalreports, policy papersand other relevant materials thatý
in some way, deal with the business organisationsin the country. Third, it helped the
saturationof data for latter "thick description" (Greetz, 1983) of the national perspectives
on the evolving forms and statusof businessknowledgeand capabilities. Fourth, and more
importantly, the approachenabledme to frame the distinctivenessof the research.
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Table 5.4 Research Context Participants Profile

Institutions
Addis Ababa Chamber of Commerce
Ethiopian Chamber of Commerce
Ethiopian Economics Association/
Ethiopian Economic Policy Research
institute
Ethiopian Private Manufacturing
Enterprise Association
Ethiopian Export Promotion Agency
(EEPA)
Ethiopian Investment Commission (EIC)
Ethiopian Privatisation and Public
Enterprises Supervisory Authority

No of
Participants
2
I
4

I
2
I
1
2

Ministry of Capacity Building

Ministry of Trade and Industry (MOTI)

3

National Bank of Ethiopia (NBE)

I

Total

Roles/ Profiles
a
0

President
Board member
General Secretary
President
Director
Ex. -Director
Researcher

a President
- Director, Product Development and
Market Research
a Director, Training and Facilitation
- Commissioner
0 Director
- Ministry of State- Civil Service
Reform Programme
- Advisor to Minister
- Ministry of State: Trade
8 Department head: Manufacturing
Export Incentives
0 Department head: Domestic Trade
a D/Director: Economic Research
and Monetary Policy

18

Moreover, informal discussionon the researchcontexts were made with the department
headof Managementin the Faculty of Businessand Economicsof Addis Ababa University,
a charteredaccountantfrom Ernst and Young, a board memberof the statebank, and with
colleagues working in different goverment organisations including but the Ethiopian
InvestmentCommission,National Bank of Ethiopia, Micro finance institutions, Ethiopian
EconomicAssociationand Ministry of FederalAffairs.
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5.7. Validity and Reliability
The data collection and analysisprocessesin qualitative caseresearchare both subject to
the influence of the researcher'scharacteristicsand background, and rely heavily on the
researcher'sinterpretation of events, documentsand interview material (Galliers, 1992).
This may limit the validity of the researchfinding, although, as Yin (1994:10) notes, bias
may enter into the design and conduct of other types of research. The most commonly
mentionedobjection to casestudy researchis that its results have limited external validity
becauseof a small number of researchunits, i.e. cases(Mitchell 1983;Yin, 1989,Creswell
1994).This concernof externalvalidity (transferability) is taken into accountby increasing
the number of casesas well as taking a macro-microscopicperspectiveso that the result
would be robust. Moreover, following Denzin (1986: 166-68) "careful considerationof all
available evidences,the intensive analysisof individual casesand cross-easecomparisons"
and theoreticalsamplingare usedas part of analytic induction approachto improve validity
and reliability of qualitative data and its reporting in this thesis.Moreover, the key concepts
of the thesisresearchare usedin a sensitizingfashion as to allow me to work back and forth
betweentheory and emergingpatternsand themesin data.
Determining when I have interviewed enough was also an issue of validity. During the
interview, I and the intervieweesfound a point at which the conversationhas covered the
subject adequatelyand we had arrived at a natural conclusion. In the presentresearchI
regardedall data as problematic, and hence focused on how managersgave meaning by
using emic analysis.Moreover, to establishthe trustworthinessand validity I paid attention
to credibility, transferability, dependabilityand confirmability of my researchapproachas
describedin chapter4.5 (pp:115-20).
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5.8. Data Analysis
The analysis of data in qualitative researchis complex becauseof the complexity of the
datathemselves.Unlike quantitativedata,verbal units of meaning- both emic and etic - are
difficult to combine and weigh for significance.Iterative stepsinvolved in data collection
and analysisand the researchquestionswere refined and refocusedthrough out this study.
Although I describe several of the methods of analysis used in this study in separate
sections,to promote conceptualclarity, in practice the analytic processesoflen overlapped
and blendedtogether.

5.8.1 Thematizing and Patterns Forming
Different authors suggestdifferent proceduresor steps in theorizing and discovering of
categories(Glaser & Strauss,1967; Strauss,1987; LeCompte and Preissle, 1993; Tesch,
1990). In constructingpatternsand categories,the four stepssuggestedby LeCompteand
Preissle(1993, pp. 240-249)and eight stepproceduresrecommendedby Tesch(1990) were
useful. More specifically, from LeCompteand Preissle(1993) suggestions,a) contrasting,
comparing, ordering, and aggregating by massing and scanning data and, b)finding:
relationships and linkages between data were used for identifying patterns during data
analyses.
Analysis of data included reading, re-reading interview transcripts; noting similar topics
and clustering them; organizing topics into a preliminary category/patterns, writing
summaries and continuing to write memos on the data; refining the system by using
descriptive wording and determining what categoriesare most important and which are
subcategories;and conducting analysison all notes and summaries emphasizingcommon

145

features,distinctives, contradictions, similarities and differences.Some of these analyses
proceduresare drawn from Tesch(1990: 142-145).
Severalthemes found in the preceding sourceswere particularly important in developing
categoriesin my research.First, patternswere identified by linking eventsthat co-occur or
are consequent or antecedent to others (for instance, 'bank-wide transformation
programme' leading to 'business process reengineering' (BPR) in the state bank).
Conversely, patterns may relate to conceptually similar events, such as physical or
relational aspects of the situation (e.g. more exposure to market pressuresrequiring
improving quality-price competitivenessin production enterprisesor urgency to acquire
externally focused resourcesand capabilities). For example, clusters of strategieswere
identified for each organisationthrough the processof pattern matching as shown on page
218-22. Patternmatchingapproachis proposedas a generalanalytical strategyfor multiple
case study research(Miles and Huberman, 1994; Yin, 1994). Basically, with the pattern
matching approachthe researcher'comparesan empirically basedpattern (of event)' with
propositions(Yin, 1994:106).In this study, managers'interview scripts regardinghow they
achievedorganisationalsuccess(strategytypologies) were carefully classified with growth
strategiesidentified from the literature. The implicit proposition guiding this analysiswas
that the business organisations studied may tend to pursue growth strategies as the
transition to a market orientation unfolds. Thus, the objective was to determine,through
pattern matching approach,clustersof strategiesfrom the managers'perspectiveand relate
this to the literature and this study's assumption.In the process,the analysisprovides fresh
insight into how organisationunder study were similar or different in their strategies(core
and subsidiary) and then to provide interpretationson managers' knowledge about their
organisations'strategies.
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Second,managers'detailed descriptionswere made senseof, by initially concentratingon
the whole of the event or on macro-levelsrather than details. Third, a degreeof trial and
error was implicit in the patternsdevelopmentschemesand other data analysisdescribedin
this section. Finally, the research questions and associated theories influenced the
developmentof patterns. In the process,I acknowledgeambiguity and fuzzy boundaries
are the rule rather than the exceptionin categorization(Maxwell, 2002).
Emerging patterns were used to understandthe nature and forms of managers'business
knowledge.They were derived from the extent to which managerswere reliant on state or
market mechanismfor strategizingand critical resources,and the degreeto which managers
were exposed to changing market pressures.These patterns made clear that managers'
knowledgeis uncertain,differentiated,politicised, contingentdependingon their ownership
affiliation, the degree to which they were exposed to market pressuresand prevailing
institutional frameworks. The managers'knowledge also displayedits independenceeven
though it hasbeensignificantly influencedby the surroundingcontexts.
Reading and re-reading interview transcripts, summarizing, thematizing and then
describing predominatedduring and after the fieldwork. Patternsanalysiswas used more
frequently later in the study to organize certain categoriesdiscovered. Although some
preliminary analysisof interview data took place while collecting data,the bulk of analysis
and triangulation occurredafter the conclusionof data collection. The presentationformat
of case studies findings and analysesfollowed what Yin (2003:148) suggestedas 'crosscase analyses'. Accordingly, following the conceptual framework and main research
questions,eachsection of chapter7 is devotedto a separatecross-caseissueand hencethe
analysisof each caseis distributed through out the chapter.Moreover, cross caseanalyses
were donebasedon emergedpatternsand themes.The primary focus is on the level of the
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findings
format
This
the
allows reader to
studies
case
multiple
of
reporting
cases.
overall
in
different
differences
the
enterpriseson the
among
managers
and
similarities
understand
key researchissues.

5.9 Chapter Summary
This study was basedon qualitative casestudiesinformed by the pluralist researchstrategy.
It draws more from interpretive perspectivethan positivist philosophical traditions. The
choicesof researchmethodologywere influenced (dictated) by the purpose,objectivesand
the nature of issuesunder investigation as well as the researcher'sbackground,training,
experience. The researchprocess and the fieldwork were accomplishedby using the
qualitative researchapproach.This approachinvolved theoreticalsampling,semi-structured
interviews, iterative data collection and analysis, phased fieldworks, thematization and
level
Moreover,
formations;
inter
analysis.
analytical
and
patterns
case comparison
interviewing,
design,
during
research
used
necessaryprecautions and measureswere
transcribing, thematizing and analysesto increase the dependability, confirmability and
transferability of the researchprocessand its results. Collection of data from multiple cases
into
built
deploying
the research
and sourcesas well as
a micro-macro perspectivewere
designand thesehelpedgreatly to validate the research,enhanceour understandingof how
in
institutional
is
influenced
by
the
which their
environment
managers sensemaking
practicesare situatedand the natureof their knowing.
The next chapter presentsthe findings on the researchcontext based on semi-structured
interviews with 18 researchparticipants' at national level and other secondaryauthoritative
sources.
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CHAPTER SIX: ETHIOPIA'S TRANSITION ECONOMY ENVIRONMENT
Transition is better understood as a path dependentevolutionary process.Reform
strategy matters, but it dependson history (Qian, 1999).
6.1. Introduction

This chapter provides relevant background information of the research setting. The
analysesin this chapter draw heavily on subjective viewpoints and interpretations of the
interviewed officials and experts from government offices, business associations and
researchand academiaand, less, from the official data, statistics and secondarysources.
In other words, this chapter report is mainly based on the viewpoints and accounts of
the national level research participants on the Ethiopian transition process and its
implications for the businessorganisationsin the country. It forms a part of the research
design and illuminates the macroscopic environmental context that has a strong bearing
on managers' knowing and actions. Secondarysources are also used as appropriate to
complement and/or support the subjective views.
The chapter is organised as follows. Following this introduction, section two reports on
the national level informants' interpretations of Ethiopian transition process to a market
economy and their analysis of the business environment.
overview

of the task environment

Section three presents an

and the industry contexts relevant to this study,

mainly drawing on secondary authoritative sources. The research participants' analyses
of the required organisational knowledge and capabilities and how these might be
developed are presented in section four. Section five summarizes the chapter.
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6.2. General Environment - Macroscopic Views
6.2.1. On Transition to a Market Economy: Its Pace and Some Debates
This section describeshow national level informants understood "what does transition
to a market economy mean to them?" and "how do they see the pace and mode of the
Ethiopian transition to a market economy as comparedto other countries in transitioW?
These informants gave diverse and competing accountsof what they understoodby the
phrase 'transition to a market-cconomy' and the pace of the Ethiopia's transition
towards it. Their descriptions focused not on providing clear cut definitions but rather
on providing historical analysesby contrasting it with the previous socialist system and
the measuresundertaken during the transition period. Three categories of informants
emerged. For some,transition to a market economy entailed a "complete shift from the
planned economy" (Director, EPPESA, 2004) and, for a second group of informants,
Ethiopia "currently is not in a market economy and there is still a long way to go" (Vice
President, AACC, 2004).

According to these latter informants, 'die party and

government still play predominant roles in the economy' (VP, AACC, 2004; ExD,
EEPRI, 2004). Most informants, however, related the transition process with policy
changes undertaken by the government. These reported policy changes included
deregulation of price controls (MoST, Ex. Director, EEPRI; President,EEA); transfer of
the ownership of public enterprises to private sector; liberalisation of some sectors
(trade, finance); private

sector participation

in

all

business areas except

telecommunication and utilities (Vice President, AACC; Ex Director, EEPRI); export
promotion activities (Vice President, AACQ and the second phase macro economic
stabilization measures.Most informants from the government offices had positive views
of the macro economic policy environment: for them, it was conducive and comparable
to other countries undergoing transitions. However, informants from businesses,
academia and research argued that 'the job of creating an invigorating business and
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investment climate for the domestic investors still lacks a lot of things' (VP, AACC,
2004; BM, ECC, 2004; DEEPRI, 2004).
The interpretations of most of the informants from the wider researchcontext converge
regarding the pace and mode of the Ethiopian transition to a market economy. These
informants viewed the transition process as very gradual as well as peculiar. The
description by the prominent representative from the business associations was
illustrative:

"Even in neighbouring countries standard, countries like Uganda, Tanzania, and
Zambia, have been making tremendous strides, and were changed in the last few
years. Their move towards the market economy has been much faster than anywhere
else in our sub region. Kenya has already been there, relatively speaking. In
Ethiopia, I believe, we are trying to bring about a controlled change" (Vice
President, AACC, 2004)

For some informants, the transition process in Ethiopia was not comparable to East
Europeanblock or East Asian countries; but for others, Ethiopia had a chanceto learn
from others' experiencesand was able to avoid the catastrophic social hazards those
countries faced. The informants provided 'evidence' and reasons that they thought
causedthe slow and gradual approachto transition drawing on their experiences,day to
day interaction, and collective domains of actions. The factors considered as
contributing to the slow pace of transition were:

0

"Fear of the unknown

0

The tendency to control changeand the hangover of socialism
Implanted Marxist thinking that the state would take care of you from cradleto-grave

0

The then poorly performing heavily agrarian and peasanteconomy

0

Underdevelopedmaterial and human resources infrastructure
151

"

Problems in technicalities and privatization modalities

"

The previous socialist systemeffectively destroyed the private sector

"

Lack of experienceof how to operatein a market economic system

"

Very weak experience of managing industry (businesses)along commercial
lines

"A

culture that doesnot encouragebusiness".

Moreover, informantswere also concernedabout the transition processbecauseit
lackedclearly designedmilestonesand timetables.This point was raisedin relationto
the Ethiopianauthorities'stanceon forbiddingentryto foreignfinancialinstitutionson
the groundsthat the centralbank'ssupervisorycapacityandotherfinancialinstitutions'
competitiveness
were not yet strong. The following quoterevealshow sucha policy
stancecouldbecomecontentious:
"The pace of liberalization is very slow. Basically, the government provides two
reasonson financial liberalization process: (1) promoting private sector participation
in the area of banking; (2) it doesn't have the capacity to supervise foreign banks.
But what is missing here is clear time table that shows what needs to be done and
when

We don't need to talk about lack of capacity for 14 or 15 years."

(President, EEA, 2004)

The interview data analysesshow that the Ethiopian transition to a market economy has
been gradual, cautious, unique and still party and continuing dominant role of the party
and state in the supposedlychanging environment. The transition processlacked a clear
timetable for what was to be done and when, and was overly ambiguous. The fieldwork
interview analyses revealed a heated debate on the supposed role of the state in
prompting the developmentof the businessorganisationsin the country.
Two contrasting views on the role of the state were reflected in a group of infonnants
from academia and research: more of the informants argued that the role of the state
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should be 'facilitator,

but a number of others argued for its role as 'carer'. For the

latter group who seemedto have close ties to the government, the state is 'every thing'
and has to 'nurture, develop, teach the businesscommunity' (President, EEA). To these
analysts 'there is no proper private sector' in the country because it was effectively
destroyed by the previous regime. What business practice exists, these informants
argued, is espousedwith rent seeking and speculative behaviours and lacks vision. By
in
'carer'
this
the
the
the
government
an
group
put
sector,
considering
of
state as
private
extremely powerful patriarchal position. They saw the government as the legitimate
institution responsible for correcting inappropriate behaviours by such means as 'carrot
and stick' as it deemedappropriate in the circumstances. They felt that "The state has
to give the private sector knowledge, experience,accessto the capital, exposure", etc.,
(President, EEA). They supported these analyses with the recent measures taken to
provide market support services such as setting up of the Ethiopian Export Promotion
Agency, Trade Point, as well as the new ministerial structure in the ministry of
agriculture exclusively responsiblefor agricultural marketing.
The subgroup that appreciatesthe role the government as 'facilitator' did not wish to
bestow the patriarchal position that the other group would liked the state to have. In
other words, they felt that the government's role needed to be limited to what they
called 'critical interventions' be it in the form of training or capacity building;
providing incentives to promote entrepreneurial culture and good business practice;
encouraging entrepreneurs engaged in innovative activities and setting visionary
national developmentstrategy. In addition, theseinformants stressedthe importance for
the business community of getting into clusters (associations), and internalising the
values of competition and entrepreneurship. For this group, the government should
primarily be responsible for the country's strategic direction, act as a facilitator and
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creator of an enabling environment for the development of the private sector. To them,
the private sector should be the engine for the national economic development.

6.2.2 Context Informant's Interpretations of 'Environmental' Uncertainties
The next key question raised and probed further (depending on the responsesprovided)
was what the informants regarded as the major challenges and uncertainties for the
Ethiopian business organisations during a time of transition. The analyses of the
informants' responses on this question revealed a number of environmental and
organisational issuesthat have had due impacts on businessorganisations. Some of the
key accountsof the interviewed officials, industry and researchexperts are summarized
in table 6.1 below.

Political Environment
Analyses of the transition processand its featuresby the secondaryauthoritative sources
complement the foregoing analysesin 6.2.1. Bevan (2001), for instance,identified four
special features of the general environment of Ethiopia. These characteristics
combinations include the following:
1.

Before 1974, Ethiopia had been ruled by a series of emperors from the core
territory and the functioning of the state involved a powerful centre which
controlled a set of peripheral territories that had little in common with each
other, either economically or ethnically. Equally significant, this feature was
maintained following 1974 during the reign of military regime (Dergue).

2.

The current coalition in power representsthe victory of the periphery over the
centre. The push towards ethnic regionalism is that it was conceived as a
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means of preserving the Ethiopian State while reducing the risk that the
by
dominated
in
future
become
an over-mighty centre.
again
periphery would
3.

The guiding ideology of both the Dergue and the then insurrectionist parties
in the north was similar and they shared much the same ideological vision,
and subscribed to a state-socialist perspective on the role of the state.
Consequently,the end of the war did not in itself signal a switch away from
Marxist- Leninist precepts.

4.

The cur-rentgovernment's view of the political process is akin to that of
China in which a socialist regime can embrace far-reaching economic
liberalization and encourage market development without subscribing to a
Peoples'
Ethiopian
The
democratic
the
process.
of
political
view
participatory
Revolutionary Democratic Front (EPRDF) dominates the political process,
and it is often difficult to see where the government ends and the party
begins. This blurred edge is also increasingly apparent in the economic
sphere, with the proliferation of businesseswhich are nongovernmental, but
which are controlled by or associatedwith party political organizations.

Supporting analysesand interpretations were evident in a recent study that looked into
the transition processambiguities (Nega and Moges, 2003). It reveals that while taking
the first generation of reforms was relatively easy for the government, taking the
necessaryinstitutional reforms that are necessaryfor the economic and "psychological"
transition from a state-led economic management to a market led system was not
straight forward in Ethiopia (Nega and Moges, 2003). Furthermore, some policies
initiated by the previous regime, but which remained controversial and critical to the
(such
development
investment
the
the
the
sector
as
of
private
promotion of
private
and
state ownership of land and urban housing), were intact and functional. Even the
ongoing privatization program (albeit slow in implementation), which should indicate
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the government's intention to make the private sector the main engine of the economic
development, was not delivering the right signal as the ruling party proceeded
aggressively with the establishment of large scale party owned enterprisesraising the
seriousquestion in the minds of the businesscommunity about the government's motive
and thus negatively affecting the businessenvironment (Nega and Moges, 2003).

Policy Environment
This subsection discusses the policy environment based on the context informants'
interviews analyses. In terms of promoting private sector development and to create a
conducive business environment, the Ethiopian government has taken a number of
policy measuresin the areas of export development, tariff reform, business licensing
and registration, provision of working premises and accessto land, and the formation
of private-public partnershipprogrammes.
The interviews with informants in the policy arena and especially those affiliated to
business licensing, registration, promotion and supervision revealed that there were a
number of measurestaken to streamline their organisations' services for the private
sector development (for instance, Ministry of Trade and Industry (MoTI), Ethiopian
Export Agency (EEPA), Ethiopian Investment Commission). For instance,according to
the EEPA officials the agency has been very active in:
- Providing capacity building training (business planning, international trade
practices and export managementtrainings were provided to exporting businesses).
Assisting the participation of exporters in international trade fairs.
- Providing professional assistancein preparing samplesand brochures.
- Organising awarenesscreation workshops (e.g. about new incentive schemesand
new eventsand for the dissemination of information).
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- Encouraging the fortnations;of sub-sectorbusinessassociations.
Informants described that the MoTl has been undergoing organisational.restructuring
programmes so that it could provide efficient licensing and business registration
services to import /export and inter-regional businessundertakings. Furthermore, it was
from
days
date
land
15
investors
the
that
to
of
are
able
acquire
within
reported
now
(to
financing
have
to
credit
scheme,
equity
application,
access export credit guarantee
encourage non-traditional exports), export credit facility (pre- and post-shipment
financing) and voucher systems to alleviate the working capital bottlenecks. These
informants also mentioned the establishmentof training and development institutions in
areas of agriculture and manufacturing to mitigate various skills shortage.The Leather
and Leather Technology Training Institute for leather and the Bahr Dar Pole Technical
Institute for textile and garment sectorswere two training institutes establishedrecently.
Because of the above mentioned efforts by the government agencies, it was reported
that an increasing number of investors were being attracted to export businesses:for
instance, 64 investors in flower and 25 in garment got licenses in 2003/04. However, it
was noted that these achievementswere yet not sufficient and there was a critical need
to institutionalise practice oriented knowledge transfer to businesses in Ethiopia.
Moreover, land in Ethiopia is state-owned,but long-term leasesare available for periods
of 50 to 99 years as per the Urban Land Administration Proclamation No. 80/1994.
These leases are transferable and can legally be used for collateral or sub-leased
together with on-build facilities but still it is too vague whether it could be foreclosed.
On the other hand, however, the official statistics and authoritative sourcespointed to
the low conversion rate of licensed investment projects and insignificant inflow of
Foreign Direct Investment in to the country (EEA, 2004; EIC, 2004). The Ethiopian
Investment Commission statistics shows that during 1992-2003, only 26 per cent of
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projects with 20.8 per cent of capital have become operational and 15.3 per cent with
26.5 per cent of capitals are under implementation. Regarding foreign direct investment
projects, however, the figures for operational and under implementation stood at 19.6
per cent and 26.3 per cent respectively (EIC, 2004:13-14). Similarly, Recent studies
show that Sub-SaharanAfrica's share of the global foreign direct investment (FDI)
grew to 9.7 of gross fixed investment in the period 1995-98 from a mere 3.71 per cent in
1991-94. However, in contrast, during 2000/01 gross fixed investment was a mere 0.9
per cent of gross fixed investment in Ethiopia (EIC, 2004).
From the study interviewees' perspective, the analysesshowed the differentiated and
politicised knowing of these informants about the policy and related micro
environments. For instance, many informants from the government offices, while
holding positive views about the macro and policy environments, gave emphasis to
what they referred to as the 'internal problems' of the business organisations as
presentedin table 6.1 (pp: 161-62).
In contrast, informants from the business associations described the perceived
prevalence of 'fear of the unknown' that acted as a deterrent to long-term investment
and erosion of businessconfidence. Despite their optimism on ongoing improvements
at the macro level, they were worried about difficulties at the micro environment level.
This micro environment, according to these informants' accounts, comprised the
immediate government agencies responsible for business licensing, registration and
renewal, tax,

provision of working premises Oand), protection of property rights

(police), and enforcement of contracts (court and legal systems). In addition, this group
of informants describedhow the "level playing fieW

had been 'unfair' to the private

sector (equal treatment and accessacrossa range of economic areas,including accessto
finance and banking services,treatment by the tax system, accessto markets, accessto
information, and accessto reservedareasof economic activity).
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The analysesof informants from academiaand researchpointed also to the anxiety and
irregularity inherent in the politics-policy arena. They argued that positive policy
changeswere overshadowedby the expansion of the party-affiliated organisations that
thwarted fair competition and weededout feeble enterprises.Moreover, they questioned
the conducivenessof the macro environment, taking the national development strategy
as a case. According to these informants' analyses,Ethiopia needs to have a visionary
national development strategy in which industrial development is accorded a high
priority. In their views 'basing the country's strategy on today's problems rather than
looking at its future is a great danger" (Researcher, 2004).

Furthermore they

questioned the resource base of the country which most claim to be a basis for
competition:
"Are we going to rely on the so called 'our comparative advantage' which is based
on agriculture and natural resources, where we all know these natural resources
based economic activities could not support even the farming population feed itself?
In fact, with increasing population, there are quite a number of predictions
suggesting that there is no way that the Ethiopian agriculture would sustain for
another 20 years if it continues like this" (Ex. Director, 2004).

For this type of informants, despite of its small size, there is an amazing entrepreneurial
initiatives requiring nurturing and availing an enabling environment. They pointed to
the crucial importance of availing long term financing; establishing strong cooperation
between state, business community and market supportive institutions; encouraging
the import substituting sector to grow into the exporting sector. This group of
informants also suggested that policies need to be in place to attract the Ethiopian
Diaspora, which has knowledge, exposure,and contactsto participate in the investment
activities.
In summary, the analyses so far point to the influences that the state's development
policies and institutional an-angementscould have on the ways business organisations
159
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Economic Environment
Ethiopia faces macroeconomic challenges characteristic of several low-income SubSaharanAfrican economies.Historically, it has experiencedlow growth rates, is deeply
indebted,is highly dependenton the agricultural sector and agricultural exports (coffee),
from
frequent
due
has
historically
been
to
shocks,
external
mainly
and growth
volatile
drought and terms of trade shocks (see, Bourguignon et al, 2004; EEA, 2004; Lofgren,
2004). This leavesa large part of the population at risk of famine due to low yields and
infrastructure.
by
frequent
drought,
the
to
weak
rural
a situation made worse
vulnerability
The national infrastructure overall is very poor, with far lower averageroad density than
the averagefor sub-SaharanAfrica, and with relatively little of the country's arable land
under irrigation.
The descriptionby a governmentofficial regardingthe then economicsituation and its
restructuringaspectilluminate partly the then Ethiopian economicsituations:
"(1) The country's economywas heavily agrarianand a peasanteconomy- not mineral or oil-based; (2) lacks good infrastructure for industry; (3) the experienceof managing
industry along the commercial line was (is) very weak; (4) the then quota system
in
depression
(5)
The
hindered
for
was
economy
and
production
care
price and quality;
and hencepoorly performing. Thus it was not a question of restructuring and changing
things in a certain ways but to bring the level of capacity utilization of enterprisesto a
certain level before even thinking about restructuringand commercialisation" (Director,
EPPESA,2004).

Overall, the key insight that emergedfrom informants' analysesand discoursewas the fact
that the three groups of informants perceivedthe causesand level of challengessomehow
differently. For the government officials, the major problems reside within the business
organisationsthemselves.For businessassociationexperts,the problemswas coming more
from the general environment and less from the businesses.According to academiaand
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researchers,however,while uncertaintiesemanatedfrom the generalenvironment,business
organisationsalso had their own weaknessesto deal with thesechallenges. But the crucial
insight emergedfrom the meticulousanalysiswas that the typesofgovernmentpolicies and
institutional arrangements in place to promote economic development influenced the
choice- making behavioursof businessoperativesby signalling actions that were allowed
or restricted in their circumstances.

6.3 Task Environment
This sectionprovides analysisof the competitive and market environmentsin Ethiopia. The
analysis draws on interviews, a critical overview of the banking and manufacturing and
export sectorsand other secondaryauthoritativesources.

6.3.1. Competitive and Market Environment
Historically world-wide, informants from research/academia
contended,the manufacturing
firms developedwith strong state and public sector support. But now, the argumentgoes
on, the international environmenthas changedsuch that the poorest of the poor countries
are askedto competein this controlled international competitive envirom-nentwithout any
supportfrom the state:that is, what liberalization and globalization imply. From the market
and competitive environments, globalization was considered to be one of the greatest
challenges for the Ethiopian business organisations. The analysis of one of the key
informants highlights the seriousnessof this perceivedchallengefor the Ethiopian business
organisations:
"Globalisationis becominga greatchallengeof all times even for highly endowed,
firms with centuriesof experience
in Europeandthe United
capitalrich manufacturing
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States. These firms are now having very serious difficulties in competing with the
manufacturinggiants coming from Asia and particularly from China. Given this you can
imagine how it would be difficult and if not impossible for very poorly endowed
financially weak, technologically backward firms with a very low level of skills to
competeand survive in internationalmarket" (Ex-DEEPRI).

Moreover, according to these interviewees,the cheap imports from Asia, dumping and
in
led
to the
the
threatening
some
cases
and
survival,
under-invoicing activities were
very
closure of many domestic manufacturing firms. These informants describedthat, with a
new market oriented economicsystem,the domesticmarket was relatively left open to the
competition from imports. High production cost that were caused partly by currency
devaluation, combined with reduced barriers for imported items, they argued, pushed
domesticmanufacturingenterprisesout of the market.
Most informants were worried about the presentand future competitivenessof the business
organisationsunless thesewere basedon areasof comparativeadvantage.The account of
one key informant representssuchviews:
"Noneof theinstitutionsin the financialsectorby themselves
wouldbe ableto compete
be
financial
liberalisation
"phased
the
should
sector
of
against multinationale' and
considered"(VP, AACC, 2004).

On the other hand, someauthoritative sourcespointed to the difficulties in marketing faced
by the Ethiopian businessorganisations.Marketing has becomequite difficult mainly due
to import liberalization, high production cost of domesticenterprises,dumping, contraband,
under-invoicing, poor market information, low product quality and monetization of food
aid (Teferi and Zerihun, 2001; Nega and Moges, 2003; EEA, 2004). As result of these
factors most domestic enterprises were operating at very low capacity and were
unprofitable. Furthermore, a Diagnostic Trade Integration Study (DTIS) finding showed
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that Ethiopia continuedto face problemsof global market access.It showedthat Ethiopia!s
developed
in
developing
both
high
bundle
tariffs
to
and
export
was generally subject
barriers
barriers
to export
Thus,
tariffs
serious
as
acted
and
externally
countries.
non-tariff
growth and diversification efforts of Ethiopia - ultimately undermining the efforts for rapid
in
in
and
promotion
general
export
and sustainedeconomic growth and poverty reduction
particular.

6.3.2. Overview of the Ethiopian Banking Sector
This and the next three subsectionsdraw heavily on the authoritativesourcesand empirical
studies.They provide 'authoritative' accountsof the banking and manufacturingand
exporting industriescontext.
The establishmentof the Abyssinian Bank in 1905marked the start of modem banking in
Ethiopia. The financial sectorwas dominatedby foreign ownershipuntil 1931. The Bank of
Abyssinia was renamed"the Bank of Ethiopia7'in 1931 therebybecomingthe first bank to
be nationally owned in Africa (Gidey, 1990:83; Degefe, 1995:234). Additional financial
institutions were establishedduring the Italian occupationof the late 1930s.After the end
of the Italian occupation,the StateBank of Ethiopia was establishedin 1943and functioned
both as the centralbank and commercialbank of the country (Degefe, 1973:12).
The year 1963 marked a turning point in the banking industry of the country. A new
banking law was enacted that separated the functions of central banking from the
commercial banking activities by creating the National Bank of Ethiopia (NBE) and the
CommercialBank of Ethiopia (CBE). Furthermore,the legislation allowed the formation of
the private banks and the operation of the foreign banks in the country on a joint-venture
basis, Ethiopian nationalsowning a majority of shares(Dessie,2000:9). It thus introduced
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ideas conceptually basedon the market-orientedeconomy.Prior to 1963, the government
owned all the banking institutions, and there was virtually no competition. Following
liberalization of banking in 1963, the Addis Ababa Bank, a joint venture with Grindleys
Bank, and two Italian banks, namely, Banco di Roma and Banco di Napoli were
established.The latter two were establishedwith the primary motive of serving Italian
businessesin the country (Dessie,2000). The Addis Ababa bank grew fast and competed
on a par with the CBE.
All of this changedduring the military regime (1974-91) when stiff control of the central
bank and a statemonopoly characterizedthe financial sector.Under the Dergue regime all
privately owned financial institutions including three banks, thirteen insurancecompanies
and two non-bank financial intermediarieswere nationalized on I January 1975 (Degefe,
1995:273; Harvey, 1996).The NBE continuedits functions as a central bank by fixing both
deposit and loan rates, administratingthe allocation of foreign exchangeand financing the
fiscal deficits (NBE, 1996). Other statebanks undertook little in the way of any financial
and economicanalysisof prospectiveprojects. Since loan collateral was not required from
state-ownedenterprisesand the governmentimplicitly coveredlossesby fiscal subventions,
state banks developedvery little capacity to appraisethe riskiness of their balancesheets
(Addison and Geda,2001).

6.3.3Quasi-liberalizationof theFinancialSector
Following the downfall of the Dergue regime in 1991, the current governmenthas taken
some policy measuresto liberalize the financial sector.Notable in this regard were: first,
the initial massive devaluation of birr (Ethiopian currency) by 140 per cent and the
introduction of the foreign exchangeauction system took place, respectively in October
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1992 and in 1993 (Aron, 1998). Second,the enactmentof a proclamation allowing the
domestic private sector participation in banking and insurancebusinessin January 1994.
Third, issuanceof a seriesof legislationsrelated to interest rate liberalization, restrictions
on the supervisoryrole of the central bank and foreclosurelaws. With the liberalization of
the financial sector six private banks and eight private insurance companiesjoined the
financial market, raising the total number of commercial banks in the country, including
three public banks, to nine. Regarding the pace, the government's strategy for financial
sector developmentis characterizedby gradualismmainly focusing on maintaining macro
economic stability (Addison and Geda, 2001). Simultaneously, the strategy aimed at
strengtheningthe capacityof domesticfinancial institutions and the central bank's capacity
for prudential regulation and supervision before further liberalization was enacted. The
restrictionson the entry of the foreign banksretained(interviews, 2004; Addison and Geda,
2001; IMF, 2004a,2005).
Driven by a joint IMF/World Bank policy prescription in a bid to strengthen the
competitivenessand efficiency of the domesticfinancial organizations,the governmentwas
pursuing what it calls the 'financial sector reform programme'. However, the pace of
reform was slower than in neighbouringcountries(IMF, 2005). According to an IMF report
(2005), Ethiopia just started a comprehensivefinancial restructuring of the CBE, but the
market competition was limited, as the near monopoly statusof the CBE was not addressed
yet. The gradual reforms adopted over the last decade,following a long period of state
control suggesteda cautiousattitude by the governmenttoward any radical and fast-paced
reforms and difficulties in building a consensusin the country (IMF, 2005).

ComPetition among the banks was very limited but increasing (NBE, 2003; IMF,
2005:39). At the end of 2002/03, the CBE was the most dominant bank, holding 76 per
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cent of assets,54 per cent of loans, and 75 per cent of depositsof the banking system.The
largestprivate bank, DashenBank, held 4 per cent of assetsof the banking system.But the
two distinct characteristicsof the banking sectorwere, paradoxically,its underdevelopment
and high liquidity. Reflecting weak credit expansionto the private sector, excessreserves
of the banks have remainedhigh. Banks only provide short-term financing and credit for
investmentsin real sectors( industry and agriculture) hasbeenlow and insignificant.
The level of nonperformingloans (NPLs) in the banking systemwas high, due to a number
of structuralweaknesses.Someof thesewere the effects of the border conflict with Eritrea
(1998-2000), declining coffee prices, and the vulnerability of the economy to exogenous
shocks,particularly droughts,and the strengthenedloan provisioning requirements.
Excessliquidity in the banking systemreflected both supply and demandfactors. From the
supply side, factors include restrained lending activity by banks under strengthened
prudential regulations, steadydeposit inflows owing to a lack of investmentoptions other
than bank deposits,and a constantinflow of remittancesand donor assistancefrom abroad
(EEA, 2004; IMF, 2005; Interviews, 2004). Banks reportedthat inadequateinformation on
borrowers related to poor bookkeepingand businessplanning often hindered extensionof
credit and led to a reliance on collateral-basedlending (Interviews, 2004). On the demand
side, excessliquidity was driven by weak credit demandfrom the private sector,due to the
uncertain business environment, declined coffee prices, cumbersome investment
requirements,and the lack of infrastructure and readily available land (EEA, 2004; IMF,
2005). In the latter case,banksacceptedurban land as collateral basedon the leasingvalue,
however,bankshave never foreclosedland as the governmentowns it and the leasemarket
is not active. In addition, insufficient liquidity managementby the NBE and liquidity risks
associatedwith an outdatedpaymentssystemcontributed to the excessliquidity. This is
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due to financial transactionsthat are mostly settledbasedon papersand manualprocessing,
and cash and cheque being the dominant payment medium. There was no automated
clearancesystem for inter-bank transactionsand checks, and there were no "failure to
settle" rules and arrangements.
In summary,the foregoing reviews suggestthat the Ethiopian banking sectordevelopment
has seenperiodically recurring businessand ownershiporientation of, statemonopoly (pre1963 and 1974-1991)and different ownership types and limited competition (1963-1974
and 1992 onwards). The review also showed the characteristicfeatures of the banking
sectorto include high market dominanceof the statebanks, limited competition and policy
restrictions on entry of foreign financial institutions. The banking sector remains
underdevelopedbut highly liquid.
6.3.4. Overview of Manufacturing and Export Sectors
The contribution of the Ethiopia's manufacturing sector to the national income has been
less than 10 per cent and lower than the averagefor Sub-SaharanAfrica (World Bank,
2003, EEA, 2004). Moreover, throughout the past decadeits share has been stagnantor
declining (EEA, 2004). For the period 1996-2002,the manufacturing sector growth was
limited, on averageto 1.6 per cent annually. The "sector dependedon imports for nearly
half of its input requirementsexcluding the capital goods" (EEA, 2004:168). The structure
of the sector was highly skewed to agro-basedindustries and was weak in forward and
backward linkages. Moreover,

the size and share of other technologically leading

industries(such as chemicals,electronics,iron and steel and related engineeringindustries)
that would be instrumentalfor fast industrialisationas was the casein newly industrialized
economieswere insignificant, or nil. As a result, it lacked capability in supplying and
acquiring the necessaryresources,skills and hence dependedon the imported raw and
170

intermediate inputs, and technology. Despite the heavy consumption of the imported
inputs, none of the manufacturing industries is capable of exporting on a large scale to
international markets. The textile industry was attempting to export on a very small scale,
which could not cover even its foreign exchangedemandfor inputs (EEA, 2004:171). Over
the period 1996-2002,many firms in various consumption goods industries were closed
down because they were unable to compete following the abrupt opening up of the
economy(EEA, 2004:155, Teferi and Zerihun, 2001). However, the total number of firms
has been increasedby 6 per cent annually as new entrantsoutnumber outgoing ones. In
addition, the non availability of someof inputs locally, poor quality, inadequatesupply and
high price were reportedly mentioned by the managementof these enterprisesas reasons
for importing inputs ( raw and intermediate) from abroad (EEA, 2004). Hence, the
organisational performance and competitiveness of these manufacturing firms were
affected becauseof variations in input supply and costs, lack of on-time availability of
foreign exchangeand inability to competein price.
Table 6.2 Ethiopian Manufacturing Export, 1996-2002(Percentage)

Year
1996
1997
1998
1999
2000
2001
2002
Averaize

Export
Growth

-78.2
26.6
142.3
-1.8
124.5
-24.9
31.4

Export
share

No.
Exporting
firms

% of
exporting
firms

Export
intensity

Import
coverage

15.8
2.6
2.9
8.8
8.6
20.1
15.6
10.6

24
18
14
36
37
40
26
28

3.9
2.6
1.9
4.8
5
5.2
2.9
3.8

37.8
8.4
17.8
24.7
18.8
34.4
40.8
26.1

28.2
6.7
8.5
16.3
15.2
38.9
32.5
20.9

Source:SurveyResult of EEA and CSA's report on LMSME IndustriesSurvey
On the other hand, the number and proportion of exporting firms, export shareand growth
have not been encouragingin the seven year periods, 1996-2002.Export earningshave
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manifestedboth in the number of firms exporting and their proportion against the total
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during 1996-2002.The other two important observationsfrom the abovetable include: (1)
firms were exporting, on average,only 26 per cent of their outputs; and (2) These firms
hence
by
imports
they
21
their
their
and
exports
could cover on averageonly
per cent of
were susceptibleto external shocks and imbalances.The extremely small proportion of
firms in the export trade may indicate the fact that manufacturingexport was not given due
of the past regime's economicorientation that
policy attention as well as the consequences
was focusedon the internal market.

6.3.5. Tanning of Hides and Skins, and Garment

The modem tanning industry in Ethiopia datesback to 1920s. Presently,Ethiopia's leather
industry is in the forefront of the leather sector development within the Eastern and
SouthernAfrica region. It is the secondlargest contributor to Ethiopia's export earnings
after coffee but its contribution hasbeenvolatile.
Ethiopia is one of the countriesthat have the largestherd of livestock population in Africa.
Thus, its resourcebase for the developmentof the leather and leather goods industry is
substantial, but the effective use of these resources is very limited.

The market

opportunities and potential of the Ethiopian sheepskinsand goatskinsat the international
market were considered to be high given the high tensile strength and the high fibre
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structureof theseproducts. Specially, "Bati genuine" goatskin and the "Salalie sheepskin7
which have got their namesfrom Bati town and Salatie area of Ethiopia, respectively,are
valued at premium. Theseproducts are suitable for the production of high quality leather,
dress-gowns,sport gloves and garments. Becauseof its high quality, the Ethiopian leather,
in
leather
be
leather
the
easily
major
can
marketed
particularly sheepskinand goatskin
importing countries. According to the Ethiopian InvestmentCommission,there is also a
high domestic market potential of finished leather for the growing local leather products
manufacturingindustries(EIC, 2004).
In 2004, there were 20 tanneries in the country, out of which 16 were private and the
remaining 4 were state-owned. These tanneries had an average tanning capacity of
approximately 4,000 pieces of hides and 30,000 pieces of skins per day. However, their
tanning processwas largely limited to semi-processedleather, the finished leather only
leather
finished
Their
(EIC,
2004).
for
14
the
total
accounting
production
per cent of
occupied the biggest local share for shoe uppers. All of these tanneriesproduced shoe
uppers leather and lining as well as garment leather. They were also member of their
umbrella organisation - the Ethiopian Tanners Association (ETA). The state-owned
tannerieswere under offer for privatization.

Garment
The modem garment manufacturing industry started in Ethiopia 40 years ago with the
establishmentof the Addis Garment Factory, previously known as Augusta, by three
Italians in 1965. Currently, there are five public and 25 private garment manufacturing
factories in the country producing mostly work-wear garmentsprimarily for the domestic
market (CSA, 2002; EIC, 2004). The major products include cotton based varieties of
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garment products such as shirts, T-shirts, uniforms, work clothes, etc. mainly for the
domesticmarket.
In summary,the Ethiopian manufacturingsectorwas highly dependenton agriculture, was
import intensive and made minimal contribution to the national economy.Manufacturing
enterpriseswere small in size, had limited accessto capital, had low absorptivecapacity,
and were exporting only 26 per cent of their outputs and could cover only 21 per cent of
their imports by their exports.They faced stiff competition from imports.

6.4. Required Organisational Capabilities
This section presentsfindings on context informants' analysesof the required capabilities
and knowledge for organizationsduring a time of a transition. Thus, their analyseswere at
a general,national, level but will be useful to triangulate the accounts and interpretations
of the managerson this vital issue later on to enhancethe credibility and transferability of
this study's findings.
6.4.1. The Problem
Informants from the governmentoffices viewed the statusof the Ethiopian organisations'
resources and capabilities to be weak, feeble and underdeveloped.These informants
attributed the weaknessesto the inherent poor businessculture which they thought was a
major constraining factor to share information and knowledge. According to these
informants,many traditional businesspeopletendedto be reticent in their businessconduct;
did not want to get paid consultancyservices;did not want to get into clustersand were not
willing to shareexperience,ideasand information with others. Becauseof suchmanagerial
attitudes, most of the business organisationshad wide skills gaps; a majority of their
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workforce being unskilled. In addition, these informants discussedthe limitations and
barriers to knowledge and capability development which included lack of exposure to
internationaltrade practices;lack of technical staff with practical skills (people are good at
theoretical rather than practical knowledge'); and abhorrence to use existing training
institutions to upgrade employees' skills. The underdevelopment of intermediary
organisationsthat facilitate accessto relevant information, knowledge and resourceswas
also mentionedas one weaknessin the businessenvironment.
As the discussionprogressed,more reflections and more concernswere surfaced.Because
of the abovementionedlimitations, someinformantshad concernsabout the ability of the
businessorganisationsto exploit the availableopportunities.One key informant said:
"We have market opportunities in Europe, Canadaand the USA and exploitation of
these opportunities only happenthrough the management- somebodyshould be there
preparedto seizesuch opportunities" (Director, EPPESA,2004).
The analysis of another goverment

official's

interview on the prevalence of traditional

banking practicereflects a similar tone:
"Banks in Ethiopia basically lack exposureto the outsideworld in terms of management
of the fmancial institutions and innovation... " (Deputy Director, Economic Research
and Monetary Policy, 2004)
In relation to this, the utility

of formal management training to transform traditional

management practices was questioned: "whether an employee is a graduate of Harvard or
Oxford, business management in the country is at rudimentary level" (Director, EPPESA,
2004). This account illustrates the vital importance of developing a practice-oriented
knowledge base.
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On the other hand,the analysesof informantsfrom the businessescommunity focusedmore
on structural problems rather than attributing the problems on the businessorganisations
per se. For someof theseinformantsbusinessorganisationsare weak in their organizational
capabilities base because of

a lack of

finance, backward information and

telecommunication technology infrastructure, low

entrepreneurship, weakness in

intermediary institutions and the marginal interest of the businesscommunity in forming
associationsor clusters.Furthermore,they particularly noticed the existenceof a mismatch
betweenwhat the educationalsystemproduced and the required skills and knowledge on
the ground. Thus, the business firms were overwhelmed with the traditional business
managementthat was not open to the 'modem management'and 'international business
practices'. The account of one informant reflected two important issues that acted as
constraints:
"Money shortage and mindset are the two crucial bottlenecks in acquiring business
knowledge".

"people are not yet ready with their perception that they can work
...
together" (President,EMIA, 2004)
Moreover, the description highlighted the scope and depth of the structural problems:
Status of acquiring businessknowledge and information is weak becauseof backward
telecommunication infrastructure, low entrepreneurship,weakness in intermediary
institutions and marginal interest of business community to form associations or
clusters" (ManagingDirector, ResearchInstitute, 2004).
A number of interesting insights could be drawn from the knowledge of these informants.
First, Ethiopian managers lacked prior experience in operating in and exposure to market
oriented business environment and hence need to have practical experience on national and
international business practices. Active engagement in 'modem' business practices was
believed to help change their mindset and imitative learning, and increase the use of
existing training facilities and the formation of business clusters. Second, they were
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concerned about the discrepancy between the outputs of educational system and the
required applied skills on the ground - the widening gap between formal/theoretical
knowledge and practical knowledge. Third, some key informants' perception of the key
challengesof businessorganisationssurpassesthe level we might expect them to be. The
following quoteencapsulatetheir analysesand discourseof the key problems:
"Over the years, we've been kept separatefrom each other, and I think it becomesan
impedimentto getting into clusters,sharing information and experience.Even what has
been happenedin the last ten years kept us fragmented: associationand dissociation
effects

Maybe now, we are more suspiciousofeach other than before. All theseare

challenges.... We need really a type of leadership,skill and human resourceto lead us
to do thesethings. So the challengesare lack of leadership,cultural inhibitions and the
mindsets" (President,EMIA, emphasisadded)

Academiciansand researchersalso underscoredthat Ethiopian businessorganisationshave
been suffering from weak managementcapability, lack of sufficient resources(capital,
skill,

supply of entrepreneurship),lack of information

as to where and what to

produce/export,lack of establishedcontactsabroadand high transportationcost. A number
of researchersalso highlighted the worrying featuresof the businessorganisationssuch as
'rent seeking' and 'tendency to get rich overnight, lack business ethics and business
experience'.

6.4.2. The Required Organizational Knowledge and Capabilities

Interviewees' subjectiveviews on the requiredorganisationalknowledgeand capabilitiesto
make these organizationscompetitive and improve performancewere also probed during
the interview process.The details of their analysesare presentedin Table 6.3, below.
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The researchcontext interviewees' analysis of the required organizationalcapabilities of
Ethiopian business organisationsrevealed differences and similarities on the sorts of
capabilities needed to be in place. Some interviewees saw marketing know-how as
extremely crucial before, during and after production while for others developing
managementcapability was what mattered most. A third category of informants put
emphasison building technical capability that would enhancequality and productivity.
Those who argued primarily for the developmentof managementcapability

described

managementcompetenceas a critical resourcefor the Ethiopian businessorganisations.
One key informant's argument reflects how vitally important developing management
capability in the country is.
" Filtering the environment for information on global market, systemsand procedures
that would enable competitiveness,even the proper use of resources,and strategic
choice of supplies are now heavily depending on management and management
infrastructure. The managementcapacity is the one that differentiates one organisation
from the otherscoupledwith culture, innovativenessand openness"(Director, EPPESA,
2004).

Marketing know-how was consideredby a number of informants as one of the essential
skills and knowledge that needed to be developed. To the extreme, these types of
informants saw marketing know-how as a panaceafor the businessdevelopmentand that
primacy should be given to the specifics of the market and how to get accessto it, before
dealingwith the internal constraints.
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Table 6.3. Analysts' Assessmentof the Required Knowledge and Capabilities
Context
RequiredKnowledge
Interviewees
Internallyfocused
know-how;
Technical
Design;
Howto become
efficientandeffective
Goveniment
officials

Externallyfocused
know-how;
Marketing
Competitive
Fashion;
situations

RequiredCapabilities
Internallyfocused
Designcapabilities;
Fashion;
Production
process;
Technical
Organisational
or integration;
Worksafety;
Effluenttreatments;
efficiencies;
Cost;quality;Weaving
andfinishing;business
(BPR);Totalqualitysystem
reengineering
process
(TQM)
F-Wernallyfocused
Useof
Marketsensing;
Knowledge
of themarket;
trainingfacilities;Technical
andadministrative
for
Search
requirements;
andregulatory
information
andtrainingsources.

Both(Spanning)
(Spanning)
Both
Knowledge
of thefinancial Networking
New
Business
clustering;
ability;
Strategic
system,;
Strategy
development;
development;
product
Business
management;
Standard
and
quality
certification;
partner
Knowledge
clustering;
Mindsetchanging
formation
capability,
aboutmacroeconomic
developments
Business
community

Research
and
academia

Externallyfocused
Competition
Both(Spanning)
Cluster,
change
mindset
Internallyfocused
Both(spanning)
Technical
capability
and
production
Entrepreneurial
skills
Externallyfocused
Knowledge
of qualiý
Government
Knowledge
the
support
market;
of
& administrative
standards
Intemalise
valueof competition.
schemes;
requirements
Both(Spanning)
Negotiation
linkagecapability;
Networking;
Suppler
entrepreneurship
competence;
Externallyfocused
Clustering
knowledge

In addition, the national level interviewees suggestedthat businessclustering, ability to
form partnershipwith foreign firms, entrepreneurialcompetenceand businessmanagement
were key required capabilities. They also singled out finance, in particular long term
finance,as a critical resourcerequiredby the Ethiopian businessorganisations.
6.4.3. Ways of Acquisition and Development

While most informants from the researchand businessassociationswere pessimisticabout
the future direction of the Ethiopian businessorganisations,others informants from the
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government seemedto hold more humble expectationsthan the former group. To these
latter type of informants, most problemsand challengescould be solved through initiatives
of partnership formation, availability of wide choices of technology and by meeting the
quality and standardrequirementsdrawing on recent successof someenterprises(.e.g., the
success of an agricultural products exporting enterprise that was able to meet the
requirements of the Euro good agricultural practice). There were also some more
enterprisesstarting to achieve the total quality managementsystem (TQM): ISO 9000 or
ISO 14000 versions. Thus, introducing 'modem managementpractice' was seen as a
possiblestrategyto overcomethe internal organisationalweaknesses.
The national level intervieweessuggestedthe businesspeople need to changethe ways
they had beendoing things, changeorganisationalculture and attitude of the staff as matter
of urgency.According to onekey informant, this might be achievedthrough:
"... learning business managementby doing, experiencing and exposure; developing
capability to changethe way things are done, by being responsiveand learning type of
organisation" (Director, EPPESA,2004).

There were competing accounts of the status of business organisations' organisational
capability. Theseaccountsdiffered on the natureand depth of the problem but also on ways
thesecould be addressed.But the closer analysesof theseinformants' views unveiled that
the strategic focus of the Ethiopian business organisations needed to be on imitative
learning, efficiency and quality improvementand collaboration with authoritative sources
of knowledge. In other words, business organisationswere considered to be weak in
engagingin transformative,radical and innovative changeuntil suchtime that they are able
to developsuchcapability. The accountof one key informant reflectedsuchviews:
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"In general,firms in manufacturingneed to acquire technical ability to improve quality
and productivity;

be good followers and imitators until they develop innovative

capability; be able to introduce quality managementsystemsthat would reducetheir
cost, enhanceproduct quality, and enter foreign market; be able to learnfrom others
who do better; createlinkage with researchinstitutions and universities, and willing to
provide internship programmes for vocational and technical studente' (Director,
EPPESA,2004).

As evidence,this informant suggestedthat public enterprises'managerswere learning from
the otherswhich do better through experiencesharingand discussionswith other managers.
There was also an intention for foreign exposurevisits. These exposuresto, discussion
with and seeingothersdoing better, accordingto this informant, would motivate imitation
by the visiting managersbecausethesemanagerswould think that this is (a) possible; (b)
useful; and (c) can be done by themselves.These, he argued, are the ways to eliminate
barriersto information and knowledgesharing.
In summary,the analysesof the sourcesof the problems,the status,the required types and
the ways of-developing organisational.knowledge and capabilities by the national level
informantsrevealeda numberof important issues.Thesewere:
1)

Businessorganisationswere weak in their knowledgeand capabilities basesdue
to constraintsfrom the institutional environment,the behavioursof organisations
and their managers.

2)

The national level informants' analysessuggestthat the important knowledge
and capabilities required to be acquired and developed can be classified as
internally focused, externally focused and spanning. At organisational level,
however, the informants regardedmanagement,marketing, technical, business
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clustering andpartnershipformation as the requiredknowledgeand capabilities
needto be developedby the Ethiopian businessorganisations.
3)

The required organisational knowledge and capabilities could be developed,
according to these expert informants, by imitative learning, exposure visits,
managing business through doing and experiencing, introducing 'modem'
managementpractices and tools such as BPR, TQM, and collaboration with the
authoritative sources of knowledge, networking and capacity building
programmesof the government.

6.5. Chapter Summary
By using the macroscopicapproach,this study uncovereda number of distinctive features
of the Ethiopian transition economy environment that have due implications for business
organisationsand their managers. In summary, the following five important findings
emergedfrom the analysesof interviews and secondarysources.
The Ethiopian transition to a market economy was describedas very gradual,
peculiar, and ambiguous.Parry and state had been playing predominantroles in
the economy. These characteristicsfeatures were manifested themselvesin
Marxist preceptswhich have continuously influenced the

thinking and actions

of key environmentalactors;a tendencyto bring about a 'controlled change'; the
fear of the unknown, the ideology of a state-socialistperspectiveon the role of
state; the lack of previous experiencein operating in market economic system,
and the legacy of the socialist formal institutional arrangementsthat did not
dissipate.Theseinterpretationsheightenedthe contestednature of transition to a
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market economy and showed how it might be difficult to venture into and
managebusinessin suchambiguouslychangingenvironment.
2.

The three groups of informants differed as well as had similar views on the
attributes of general and task environmentsof the country. While most of the
informants from the government offices viewed the general environment as
conducive and stable; most informants from the business community and
research/acaderniaperceived this to be volatile, uncertain and unpredictable.
These competing analyses and interpretations by these three groups of
informants, in turn, led them to blame different sources for the problems:
government offices informants tended to see the problems to be inherent in
businessorganisationsthemselves; businesscommunity and research/academia
informants maintained that the problems to have emanatedmore due to
structural, ongoing liberalisation, unpredictable polices; volatile economic
growth; slow evolution or development of market supportive institutions and
lessfrom the businessorganisationsand people's mindset.

3.

From the task envirorunent,most informants convergedin their interpretations
that encroaching globalisation could be the greatest challenge. Meeting the
requirements of international quality, standards and administrative bodies;
opening up of the economy; 'unfair' competition (the proliferation of party
affiliated business organisations) were considered as sources of significant
uncertaintiesfor businessorganisationin Ethiopia.

4.

At industry level, the Ethiopian banking sector development has seen
periodically recurring business and ownership orientation of state monopoly
(pre-1963and 1974-1991)and different ownershiptypes and limited competition
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(1963-1974 and 1992 onwards).

Dominance of state-ownedbanks, policy

restrictions on entry of foreign financial institutions, excessliquidity and very
limited but increasingcompetition were typical featuresof the banking sector.
The ongoing financial sectorreform programmefocusedon building the capacity
of the state-ownedbanksand an insurancecompany,and the regulatory capacity
of the central bank. The overview of the Ethiopian manufacturingand export
sector showed that the sector was highly dependent on agriculture and was
import-intensive for its inputs. Moreover, manufacturing firms were small in
size and lacked capabilitiesto be competitive in the face of the ongoing opening
up of the economy. Moreover, manufacturing firms were exporting only onefourth of their outputs and only could cover one-fifth of their imports by their
exports. The overview showed that the tanning and leather industry enjoyed
comparative advantagesin resource base and international reputations for
sheepskinand goatskins.
5.

National level informants' analyses suggestedthat the important forms of
knowledge and capabilities required to be acquired and developed can be
internally focused, externally focused and spanning. In particular, these
informants emphasisedthe importance of developing management,marketing,
technical, and business clustering and partnership formation capabilities.
Imitative learning; managing business through doing and experiencing;
introducing 'modem' managementpractices and tools ( such as BPR, TQM);
collaboration with the authoritative sources of knowledge; networking and
capacity building programmesof the governmentwere consideredas possible
ways to developthe requiredorganisationalknowledgeand capabilities.
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In summary, the national level respondents'accountsand analyses,and the description of
secondarysources about the Ethiopian transition process and the business environment
convey significant implications for firms and their managers.As managers'knowledge is
assumedto have its developmentaltrajectory, is path dependentand situated,this chapter
provided insights into some important contextual, organisational and managers'personal
factors that seemedto influence and shapethe ways in which thesemanagersunderstand,
know and respondto environmentalconstraintsand limitations. Moreover, the analysisin
this chapter revealed the crucial importance of managementknowledge to managing
businessin a market-orientedenvironment. This in turn will lead us to seek to explore
sensemaking and the nature of managers' knowledge of environment and key
organisationalissuesin their context.The focus of the next chapteris, thus, to report on the
main findings from the managers'perspective.
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CHAPTER SEVEN: FINDINGS AND ANALYSES
7.1 Introduction
This chapterprovides description of the key findings from the core part of the study. The
chapter structure reflects the conceptual framework and the main research questions
investigatedin this thesis.Accordingly, it is structuredas follows. The next sectionpresents
the results of the top-level managers'knowledge of the environmentand their analysesof
the implication of this on their businessorganisations.The third sectionpresentsresults of
the managers' analyses of their current organisational resources and capabilities.
Managers' conceptualisationof strategy and their knowledge about what it takes to be
successfulis presentedin section four. This is followed in section five by how managers
make sense of plausible organisational strategy and strategy making processes.The
managers'accountsof the required organisationalresourcesand capabilities,and how these
might be acquiredand developedare reportedin sectionsix. Sectionsevensummarisesthe
main findings of this study.

7.2. Managers knowledge of the Most Important Aspects of the 'Environment'
I startedmy investigation of the top-level managers'knowledgebaseby asking them what
they regardedas the most important aspectsof the environment and from these aspects
what they saw as opportunities and threats for their organization.This section reports on
key findings on this question.
The Ethiopian managerstended to see a number of key aspects and attributes of the
environment.The fieldwork data showedthat Ethiopian managers'knowledgeof aspectsof
the environment varied across and within organisations.For some of the managersthe
186

environmentwas highly politicized, unpredictableand a sourceof significant uncertainties;
for others, it was conducive,improving and providing opportunities;and still for others, it
was both. Despite the variations at manageriallevel, Ethiopian senior managersessentially
include
important
to
the
the
political/policy, market,
environment
of
saw
most
elements
interpretive
factors.
The
technological
general
competitive, regulatory, economic and
inter-organizationally
detailed
interpretations
are
of
managers
orientations and sample
how
insights
into
in
7.1.,
Table
Table
7.1
Figure
7.1.
managerssaw the
provides
shown
and
importance of various elementsof environment and, threats and opportunities arising in
them selectively.

Table 7.1 Managers' Sensemakingof the Environmental Elements
Organization
Attributes

Private
Leather
Competitive,
market,
technological
International
events
Policy

State
Garment
Competitive,
Market
technology,
policy/
political
regulations

Regulation
policy

Market
(AGOA,EBA)

economic,
social

Economic,
socio-cultural

Economic,
social

Conducive

Threat

Serious
Threat

StateLeather

StateBank

Private Bank

Threatening

Competitive,
Market,
Economic,
Technological

Competitive,
competitive,
Economic,
market,
policy/political technological
and
Socio-cultural

Opportunities

Social,
policypolitical,
regulatory

Technological Regulatory
Market,
policypolitical
regulatory
policy

Not mentionedas
threator
opportunities
Overall
Environment

Both

Threat

Given transition processto and path dependence,these managersconsideredcompetitive
and market environmentsfrom the task environmentand policy /political environmentfrom
the institutional environmentas significant sourcesof 'threats' and 'opportunities'. While
bank managersinterpretedthe economicenvironmentas volatile, it was the technological
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environment that was emphasized by managers in manufacturing and exporting
organizations.The socio cultural environmentdid not seemto attract managers'attention.
With the exception of managersin the state bank and the state tannery, almost all others
managersconsideredpolitical and policy environmentsto be unpredictableand unstable.
The policy environment in particular received mixed interpretationsby the interviewed
managersas they were operating either in policy encouragedbusinesstypes or protected
sectors.
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Figure7.1. Managers' Interpretations
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Figure 7.1 above shows the most important aspectsof the environment at organisational
level as identified by managers. Since the banking sector is policy protected and the
country is under-banked,managersin the private bank saw these as opportunities for
growth and expansion. However, managersin the process of sensemakingidentified a
number of issuesas sourcesof uncertainty. These factors included the volatile national
economic growth, political instability, unpredictable policies and regulations, an
underdevelopedmoney market, market information scarcity, unfair competition and the
difficulty in knowing the customers.The state bank managersconsideredpolitical/policy
and macro-economicenvironment stability, legal environment (foreclosure law), export
incentives, infrastructural development,and growth in small and medium enterprisesas
opportunities for banking business.They consideredvolatile national economic growth,
local competitionand increasein numberof imprudentborrowersas sourcesof uncertainty.
The state tannery managersperceived the shortage, and deteriorating quality, of local
inputs, increasing international competition and the growing number of entrants to the
industry as major challenges.However, thesemanagersconsideredthe statesupport,export
incentives, the international reputation of goatskins and sheepskins as providing
Opportunities. The private tannerymanagersreportedadverseinternational events such as
9/11, the SARS outbreak in Far East, the seasonalityof the international leather market,
competition from the Far East (China) and the deteriorating quality and shortageof the
local inputs to be major threatsto their business.Thesemanagershad little to say about the
opportunity arising from the environmentand were mostly circumspectabout it.
Another interesting observationfrom figure 7.1 is that managersdiffered in the extent to
which they knew their environment. It is evident from the figure that, relatively, managers
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in the banking organisationshad a broaderknowledge about the environmentas compared
to the managers in manufacturing and exporting enterprises. Within organisations a
number of managershad broader knowledge of their environment than some of their
colleagues(e.g. respondents2,3,5 and 6 from the private bank, respondents1,2,5 and 6
from the state bank). Moreover, managers selectively interpreted aspects of the
environmentthat they thoughtwould impact on their current roles and responsibilities.

7.2.1. Political and Policy 'Environment'
Managers' interpretationsof and knowledgeabout political/policy environmentrevealedits
unpredictability, frequent changes and ambiguity.

Managers' knowledge of this

environment tended to be differentiated, highly politicized and incomplete as well as
similar in some dimensions. From the aspectsof this environment,managers'knowledge
converged on issues relating to the conducivenessof export policy and the macro
environment (macro economic stabilization - low inflation, stable exchange rate, and
interest rates). However, at the micro level there were many managerswho were ftaught
with uncertainty about the proper and uniform implementation of relevant policies and
administrativerules. Thus, one director questioned:
"How would I get licensesfrom the ministries, how would I pay my taxes, how would I
go to the court and get judgment, how do I get justice in this country, how could I get
police intervention if one breaksinto my property? Theseare things to be desired;and a
lot remainsto be donein that direction. When things comedown to the grassroots level,
there are still institutional settings which are not in place. So these are challenges"
(Manager,Private Leather,2004).

The conversationof thesemanagersrevealedthe perceivedmalfunctioning and void in the
desiredinstitutional frameworksat micro level. They questionedwhetherthe existing micro
level institutions were capable of providing the required services to promote private
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enterprisesin a changedenvironment. Moreover, they worried about the absenceof the
conventionally taken-for-grantedelementsof the businessenvironment.
On the remaining aspectsof policy and political environment,however,their interpretations
divided evenly
-a

group of managershaving positive views and, others seeing this

environment as a source of significant uncertainties. The closer investigation of issues
reveals that most managersfrom the state-ownedenterpriseshad views that the political/
policy environment is relatively providing an opportunity for them (with the exception of
the recent political instability). In support of their interpretation these managersprovided
evidencesthat pointed to the policy and administrativemeasurestaken by the government.
These mentioned measures included the Financial Sector Reform Program (FSRP);
restrictions on the entry of foreign financial intermediaries;a foreclosure law for banks;
support in areasof market search,consultancyservicesand partner formations; and export
incentives.

By contrast,private businessmanagershad strongly held convictions that the current policy
and political environment, in a majority of the cases,has not been delivering on their
expectations. For the majority of informants, the socialist experiences and precepts
internalised by Ethiopians, be it policy makers,businessmenor civil servants,were not
fully dissipated. These informants criticized the way that the transition processwas being
managedand implemented.The fieldwork suggeststhat the tendencyof policy makersand
governmentofficials to bring in a 'controlled change' and their ambivalenceor reluctance
to fully commit to the market-orientationcreatedsuspicion on the continuity of the other
market-orientedpolicies, despitethe government'sevident successin adaptingto some of
the stabilizationand liberalization policies.
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According to some informants, 'Ethiopia is not yet in a market orientation; there is a long
way to go' (Vice President,2004). This stems from the fact they suggestedthat policy
makers have deeply held Marxist precepts,which continue to inform their behaviours
across a range of policies including land, urban housing, and agricultural development.
Therefore, even though some organisationalfields, including the private sector and some
informed sectionsof the society, recognisedthe need for change,or transition to the new
value such as the right to own land as a private property, they were not successful.One of
the informants' analyseshighlighted the deep concerns of private businessmanagersor
owners:
"One issue seriously besettingthe private sectorbut not officially accordedrecognition
is that of trust between the businesscommunity and the government. The business
community suspectsthat the governmentdoes not seethe private sector as a partner in
the national economic developmentdespite its claim thereto" (Senior Manager, Private
Leather,2004).

The interviews revealedthat many top-level managerswere very circumspectand cautious
about the future. They pointed out that frequent changesin policy made it difficult for
them to plan ahead and to invest. "Frequently changing policies undermined businesses
confidencein general" (Director, 2004). This interpretationwas re-enforcedby the headof
a manufacturingfirm who argued:
"Rules and regulations change over time affect current project decisions or the
implementation of approvedones.For instance,the investmentcode has been modified
at least seven times in the last twelve years yet no significant investment, especially
FDI, has come into the country. That is an indication for me there is somethingwrong.
[In such circumstances] I would like to make sure every thing in this country will be as
good as it is now or evenbetter before committing myself to a project of five years pay
back period. But who can guaranteewhat would happen next" (Managing Director,
LeatherManufacturing Co, 2004.)
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The interpretationsof managersaboutthe political/policy environmentthus far underscored
how managersbecamecircumspectabout and had low confidencein this environment.The
perceived envirom-nentaluncertainty has been extreme.Thesemanagers,thus, did not feel
confident that they understoodwhat the major changeswould be in this environmentand
how to assessthe likely impact on their businesses.Becauseof these,managersreported,
they held a 'wait and see' attitude and interactedlesswith the environment.
Furthermore,most managersin tannery organisationsmentionedthat adverseinternational
events such as the Gulf War, September11, and the outbreak of SARS in Far East had
affected their businessvery negatively. Some managersquestionedthe sources of state
policies. They saw Ethiopia as under restructuringand transition processesdictated by the
Bretton Woods institutional agreement.They suggested,for example, that the trade, tariff
and financial liberalisation policies had differential impacts on different types of business
organisationsdisadvantagingsomeoperations,while othersenjoyedgovernmentincentives.

7.2.2. Market 'Environment'
Most managers' knowledge about the market was differentiated, contingent and context
specific, and tended to be informed or shapedby their current businessactivities and past
experiences.For some managers,'market' involved a focus on quality, price and delivery
time to satisfy customers' needs and, for others, 'market' means knowing about the
customers needs first and producing accordingly. For others still, 'market' meant
locationally differentiated, segmentedby types of customers(e.g. valued customers) or
engaging in products and markets diversifications. For instance, one senior manager
viewed the market as follows:
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"We seethe market to include both domesticand foreign markets,and think to satisfy
our customers'needby producing basedon their requirementsand specificatione'
(Production and TechnicalManager,StateGarment.2004)
Cognitively simplified understanding of the 'market' concept is evident in the above quote.
Tbus, this manager understood the market in terms of location, demand for products and
services and meeting the customers' needs. Most often managers saw the market
(customers/buyers) as crucially

important for their business operations but also as

significant sources of challenges and uncertainties. The following

quote from a senior

manager illustrates the difficulties in operating in a changing market environment:
"We were not able to penetratethe international market with leather garmentsdue to
price, quality, fashion etc. requirements. We are far from the fashion centres and,
fashion and featuresof theseleather articles and garmentsget changing now and then.
By the time we produce a lady's handbaghere, the fashion changedover there. So we
believe, we're not yet able to meet the changing customer needs" (Manager, Private
Leather,2004)
The above analysis of the market environment shows that these organisations lacked the
necessary capabilities and knowledge to operate in volatile international leather markets.
Because of these constraints enterprises were not competitive in product price, quality and
features and were not able to
meet changing customer preferences.

The important aspectsof the market environmentas seenby thesemanagershowever shed
contrasting and different interpretations (see, table 7.2, below). In both of the tannery
organisations, managers emphasised the potential lossl threat from the market
environment. These managers' analysis of the market environment identified that
seasonalityand fluctuations in the leather market, foreign buyers' negative perception of
their ability to produce quality products, the weakening of the establishedcustomers,
unreliable local suppliersand the decreasingquality and supply of inputs as posing threats
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to their businesses. The results, according to these managers, were under utilization of
finished
leather.
high
inability
quality
to
with
capacities and an
enter international markets
Table7.2. Managers' Interpretations

of the Market 'Environment'

A spects/ issues

" Export market- AGOA and EBA (+)
" Unreliable local suppliers
" Poor animal husbandryand hygiene
" Weakening of establishedbuyers(-)
Shortage& deterioratingquality of inputs
Seasonalityand fluctuation ofmarkets (-)
Lack of buyersconfidenceon the quality of finished
leather(-)
Internationalreputationfor quality of Ethiopian
sheepskinsand goatskins(I)
Growth in micro financing institutions
Growth in small and medium size enterprises
Possibility of foreign financial institutions entry (-/t
Increasingdernandfor the bank services(f
Borrowers lack sufficient collateral
Bad repaymentculture (-)
Customers'lack sufficient awarenessof banking
services(-)
Public enterprisedo not Usethe private banksservices
Low purchasingpower of the population

Case study orga n isations
State
Pi-ivate
ate
'State
Garment
Leather
ter
leather
x
n,"a
a
n/a
x
x
FIr
1.
x
x
nr
(x
x
nr
x
x
x
x
x
nr
x
x
n/a
x

x

Private Bank
X( f
n/a
x (-/i
x
x

StateBatik
x
x
x (-)
x
nr
x
x

n/a

I

nix

x (I

X(-)

x

nr

Note: X shows the aspects of the inarket environment that \%ereidentified by managers as providing
opportunities (i ) or sources of 'threats' (-), na not applicable, nr 'lot rucluit"Ied by managers of
that specific organisation (s).

Similarly, the account of the general manager of a garment enterprise reveals how it has
been a tremendous struggle for them:
To establish itself as a competitor in this changed market place, the factory has had to
adjust its product types and quality, and fashion, but as a price taker this has beef] a
tremendous challenge ((; M, State Garment, 2004).
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Managers in the garment enterprisementioned that they were aware of available foreign
market opportunities like Africa Growth Opportunity Act (AGOA) and 'Every Thing But
Arms' (EBA) but were unable to exploit theseopportunitiesdespitelimited entry attempts
to the USA markets in 2004 and 2005. The high international reputation of the Ethiopian
sheepskinsand goatskinswere seenas providing opportunitiesfor tanneries.
In banking organisations,managersmade similar as well as different interpretationsof the
market environment. For some managersin both banking organisations,their customers'
low level knowledge about the banking services and lack of sufficient collateral were
consideredas major constraints.On types of customersbeing served, while government
bank managerssaw the governmententerprisesas their highly valued customersand source
of competitive advantage,the private bank managerswere unhappyabout theseenterprises'
preference for the services of the governmentbanks. While flourishing micro financing
institutions were seen by some state-ownedbank managersas an opportunity to expand
their banking business,these were seen as potentially emerging competitors in coming
years by the private bank managers.However, some top-level managersin state-owned
bank admittedthat they were weak in understandinga market environment.

7.2.3. Competitive 'Environment'
Managers understood the competitive environment as involving domestic and foreign
competition and buyer-supplier relationships. Details of most important aspectsof the
competitive envirom-nent,as seenby the managersto be impacting positively or negatively
on their organisations,are shown in table 7.3 below. The most challenging competitive
environmentelementswere the trendstowards globalisation,entering internationalmarkets
and, for somemanagers,simply making their companiescompetitive locally. They saw the
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competitive environment as more threatening than availing of opportunities for their
business.For managersin manufacturing firms, threats coming from local and foreign
competition had been a source of anxiety. An increasing number of new entrants,
globalisation,unhealthycompetition for inputs and synthetic substituteswere mentionedby
thesemanagersas reasonsfor the increasingcompetitive situation. For instance,one senior
managerfrom the private tanneryexplained:
"Entering into the international market with leather articles and garments is difficult
given highly changing customer preference on fashions and design, and increasing
export from the SouthEast Asia" (Manager,Private Leather, 2004)
On local competitive intensity, the analysis of senior manager of a garment enterprise is
worth mentioning.
"There are private competitors and they are flexible in scanning the environment,
market and then trade their products at competitive prices. We are competingwith such
types of enterprisesnow. This is a great challengefor us: we can't competeon make-toorders bids with such enterprisesbecausewe are stringently fenced by administrative
rules and procedures"(Production and Technical Manager,Stategarment,2004)

The foregoing descriptionof the competitive situation of this particular organisationreveals
the influences ownership types have on organisational flexibility and discretion. The
government's procurement procedures and labour policy were mentioned by the state
garmentmanagersas a hindranceto organisationalrestructuringand efficiency. As a result
they were inflexible and lessresponsiveto competitivepressures.
Almost all managers interviewed regarded globalisation as a challenge for Ethiopian
business organisations but with differential impacts on different business/ sector
organisations.They felt threatenedby the increasingamountof cheapimports.
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Table 7.3. Managers' Knowledge of the Competitive 'Environment'
Aspects of the competitive environment
licap 1111poll.,t roill
Low priced quality leather exports froin the
Far East (-)
Increasing new entrants to the industry
(tannery and garment) (-)
Globalisation ( ý/-) extremely frustrating Synthetic substitutes (-)
Prohibition of entry of foreign financial
institutions ( ý/
-)
Inability to enter international inarkets
Corripetiveness locally
Stiff competition from the private banks
Increased excellence, capacity and
efficiency of private banks in service
delivery (-/ f)
Under banked country

Sinall number of financial intermediaries
(f)
Unhealthy competition
Lack of fair playing field Party
organizations
research context
interviewees)

State

State
bank

Private
bank

State
leather

Private
leather

na

Ila

X

X

na

na

X

X

X

X

X
X

X
X

X

fla

na

X

X

na
X (-/+)

na
X

garment
_

na
na
X
X

na
X
X

na
nr
X

Ila
na
na

na
na
na

fla
na

X

X

na
na

Ila
na

na
Ila

X

X
X

X

X
X

I

X
X
X

Note: X shows the aspects of the competitive emironment that were identified by managers as pitividim, opportunities (i)
or sources of'' threats' (-): nr = shows that no such interpretations were provided by managem na indicate's that specific
issue is not applicable.

According to some managers, 'unfair competition' is prevalent in local markets be it in
banking or manufacturing businesses. By this terni they ineant, business 01-_'ýN11liSýltiOnS
affiliated to the state or party organisations were becoming dominant in the market place
affecting a level playing field. Many interviewees suspected that the gm enimcni I'm oured
party affillated business organisations as the following quote illustrates:
*'In this country there are also party affiliated business organisations. Ifthings continue
the way they are today, many business organisations are complaining about the partN
affiliated companies are being given preferential treatments. '['his is a crucial aspect
whether the democratic system is flourishing in this country or not and it has its own
implications on the business environment" (Director, 2004).
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This interpretationwas reinforcedby anotherexperiencedmanager:
"There seemsto be an environmentwhere the governmentensuresits policy directions
to be ambiguous. The governmentmadeit difficult for the businesscommunity to enter
into new businessesand emergenceof dynamic institutions by establishing party
affiliated businesses that spoil the business environment" (Senior Manager,
Manufacturing, 2004)

Such beliefs of the informants' points towards some tentative conclusions regarding the
competitive environment:they saw it as unfair, biasedand highly politicized. This created
ambiguity and confusion for the private enterprises.As a consequence,managersperceived
the widening gap betweenthe state'spolicy rhetoric and reality in the businessenvironment
about which they lacked certainknowledge.
The banks' managerswere more comfortableabout the competitive environmentdue to an
absenceof new entrantsto the banking industry (becauseof increasedcapital ceilings and
policy barriers that prohibit the entry of foreign financial institutions). However, the
differences in views between the two banks' managersemerged.On the one hand, the
government bank managerswere wary about the growing competition coming from the
private banks and as a consequencetheir bank's market sharedeclining. On the other hand,
the private bank's managersfelt unhappyabout the governmentbank's market dominance
saying that there exists 'unfair' competition. Furthermore,some managersof both banks
were dismayedby an appearanceof 'unhealthy' competition among banks in their bid to
attract more customers.These managersenvisagedthat such behaviour might affect the
financial soundnessof the banking industry as a whole. Their analysiswas also supported
by industry experts who suggestedthat such reckless activities signalled domestic banks
lack of capabilities in areasof credit and risk management.Banks' managersalso differed
in their interpretationof the implications of governmentprotection policy. Managersin the
state-ownedbank thought this would provide them with a period of graceto build up their
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competitive capacitiesand help the developmentof vibrant domestic banking institutions.
Managers from the private bank, however, while agreeing to a certain extent with such
views, stressedthe importance of having financial sector liberalization policies in phases
that would facilitate the acquisition and learning of new banking skills, competences,
technologyand other strategicresources.
In summary, managers' accounts of the competitive environment showed that it was
dynamic, threatening,unpredictableand highly politicised, and in general lacked a level
playing field. Managersin manufacturingand exporting firms perceivedbrutal competitive
situations resulted from policies liberalization and threats from encroachingglobalisation.
In addition, managersin private ownershipreportedthat they had been facing 'unfair' and
'unhealthy' competitions locally due to lack of level playing field and unethical
competition for inputs (manufacturing)and customers(banks).For enterprisesoperatingin
opened up (liberalized) sectors,the competitive intensity had been increasing while for
thoseoperatingin policy protectedbanking sectorit was limited.
7.2.4. Socio Economic 'Environment'
Similar to the reported national level interviewees' analyseson pages 163-64, managers
interpreted the Ethiopian economic 'environment' to be very volatile, unpredictableand
susceptibleto externalshocks.The analysisof one seniormanagerreflects suchviews:
"The Ethiopian economy is extremely susceptibleto external shocks such as adverse
international events, falling prices of traditional exports, natural hazards (recurring
drought) and even to bumper agricultural harvests"(Vice President,PersonnelPlanning
and Development,Statebank, 2004)

At organisational.level, with the exceptionof two managerswho saw the recent improved
agricultural perfonnance as offering

opportunities for the expansion of the banking
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business, almost all other top-level managers saw the volatile growth of the national
economy as a 'threat' to their businesses. Most managersused statementsof causal
attributions to elaboratethe prevailing challengesdrawing on their past experiences.They
had witnessed how fluctuations in different economic sectors affected negatively their
customersdirectly and their banking businessindirectly. The following quote from a senior
managerillustratesthis point:
"Expansion and growth of the banking businessis a reflection of the whole economy
becausebanks serveinvestors,traders,and public at large. However, the Ethiopian
economy,especiallythe export -import sector,has not beenstrong as we would have
desiredit in the last ten years,and this had a knock-on effect on our borrowere' (Vice
president,International Banking, Private Bank, 2004)

The abovetwo managers'analysesof the Ethiopian economicenvironmentshow that they
strove to develop more understandingof the situation if it was more likely to impact on
their roles as well as on their business organisations.These managers' interpretations
highlighted problems associatedwith dependenceon a single main economic sector,
agriculture, and the volatility of the import-export sector.This dependencein turn gaveway
to thinking that successwould come as a matter of luck, chanceor will of God- 'because
we don't know what will happennext'. The volatility in national economicgrowth resulted
partly in the banking sectorhaving a huge amount of non-performing loans, an increasing
number of defaultersand high liquidity as discussedin 6.3.3.
The nature of managers'knowledgealso revealedhow social and cultural factors unique to
Ethiopia have an impact on the way businesswas being done. Two important insights are
noteworthy. The first relatesto the fact that Ethiopianswere in a closedsystemthat blocked
interactionwith the outsideworld. The secondis a culture that in generaldoesnot embrace

202

and admire business success,innovation and opennessdue to historical and cultural
(religious) influences.

7.2.5. Regulatory and Market Supporting Institutional 'Environment'
Managers' knowledge of the regulatory 'environment' distinctively revealed the
importanceof compliancewith the industry standards.They consideredsuchcomplianceas
providing legitimacy in a changingbusinessenvironment.Bank managerswere consistent
in their views that they had to comply with the central bank's regulations and directives.
Failure to comply, accordingto thesemanagers,would have far-reachingconsequencesfor
their banks including businesslicense revocation; loss of public trust and confidence;and
being out of businesses.The account of the president of the private bank representssuch
views: 'we are the most regulatedinstitutions as it is the caseall over the world". And he
then went on to describehow they do it practically: "The liquidity managementis critical to
our businessesand we've done this in past ten years and we'll continue in doing if'
(President,PB, 2004)

Similarly, managersin tanneriesheld views that marketing their

products to environment-conscioushigh value customers required having established
effluent treatmentplants and certification by ISO 14000standards.
In contrast,however, someother managerssaw the stringentbanking regulationsas having
negative effects on their businessesby imposing restraints on provision of loans to
customers. Variations in rules and regulations being enacted and enforced in different
regional stateswere also seenas having negativebearingson their businessoperations.
On the other hand, the establishmentof a Specialized Monitoring Agency for public
financial institutions was consideredby some governmentbank managersas the positive
development in support of their activities. However, there were no such referencesin
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private bank managers' views. Overall, most of the state bank managerswere content in
explaining law and institutional aspectsof this environment.
The second important issue/aspectraised by the bank managers was the absenceof
infon-nation on their customersand the non-existenceof market information providers in
the country. Hence, they were unable to assessprospectiveborrowers' trustworthinessand
repaymentcapacities. Somemanagersin the private bank also mentionedthe undeveloped
telecommunications,power and real estateinfrastructurewhich had affected their planned
expansion(growth) and the use of modembanking technologiesin outlier branches.
In summary, two important features of the regulatory environment, as noticed and
bracketed by the interviewed managers,were the importance of compliance with the
industry specific regulatory requirements,scarcity of market/business-related
information
and lack of its providers. While managersin banking organisationswere content about
compliance, managersin manufacturing and exporting firms tended to see themselvesas
incapable of meeting internationally required quality standards and administrative
requirements. Relevant information scarcity and lack of institutions that provide
information were the concernsof all the managersinterviewed. This study finding to some
extent is in line with previous empirical works on institutional theory that suggestthat the
impacts of institutional environment are not uniform across different industry and/or
organisations.
7.2.6 Technological 'Environment'
Managers' interpretations of and knowledge about the technological environment were
narrow and limited to their organizations'perceivedtechnologicalrequirements.Managers
in manufacturingfirms reportedthat they suffered from underdevelopedtechnologicaland
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design capabilities that would have enabledthem to produce and deliver quality products
and services.In banking organisations,however, the story was mixed. Even though in both
banks, managerssaw acquisition and use of modem banking technology as a matter of
urgency, their frames of referencewere somewhat dissimilar. In the state-ownedbank,
acquisition of banking technology meant two things: first, improving service delivery
efficiency; and second,providing new products using customer friendly technology. The
latter interpretation forms an aspectof current bank strategyof product diversification and
included in this are ATMs (automaticteller machines),local currency cardsand e-purse.
However, someof the private bank managersconceivedtechnologybroadly. In addition to
the use of banking technologythat would enhanceefficiency and improve service delivery
a wider use of information and communicationtechnology(ICT) was consideredessential.
ThesemanagersarguedICT use would strengthentheir researchand businessdevelopment
activities and their competences.Overall, banking technology as a means for knowledge
sharing acrossdepartmentsand brancheswere not mentionedby thesemanagerswith the
exception of exchangeof financial transactionsdata betweenbranchesand headquarters.In
one of the manufacturing firms, however, efforts were underway to set up a local area
network to facilitate fast communicationsbetween different units, the plant and head
office.

7.2.7. Summary of Findings on the BusinessEnvironment
In summary, three main interesting findings emerged regarding Ethiopian top-level
managers'sensemakingand knowing of the environment.Thesewere:
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Ethiopian top-level managers' interpretation and knowledge of

the

'environment' tended to be highly politicized, differentiated, evolving, contextdependentand role-specific. The external environment was seen as uncertain,
unpredictable and threatening by most managers. For a minority, it was
understood as improving in relation to the success of their business. The
variations in managers'knowledge of the important aspectsand attributesof the
environmentdependedon the extentto which they were reliant either on markets
or on governmentfor strategic resourcesand businessoperations.Managersin
the less marketized firms (that is, less exposedto competition), but owned by
and dependent upon government for resources, saw the environment as
providing them with opportunitiesand hencemunificent (e.g. the statebank). In
contrast, managers in private organisations that were subject to market
influences were pessimistic and circumspect about many features of the
6enviromnent'.
2)

The senior managersin the sample perceived the government as ambivalent
about its commitment to the market. This fed suspicion about the continuity of
the other market-orientedpolicies, despitethe government's evident successin
adapting to some of the stabilization and liberalization policies. Although the
private business organizations enjoy more formal autonomy than the nonmarketized state-ownedfirms, they found themselvesin a vulnerable position
becauseof the absenceof a level playing field, well-defined property rights and
unpredictablepolitical and policy situations.Due to theseambiguities about the
future, more managersfrom the private businesshad low confidence/trustin the
trajectory of deinstitutionalization.
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3)

Managers' knowledge about and interaction with the environment was limited,
contingent, situated but also differentiated. Managers were not aware of and
insentientto the extent to which they were expectedin their roles to know about
aspectsof changesin external environment.Managerswere able to describeand
analysemore the narrow environmentthat they understoodas affecting their line
of businessoperation while leaving aside the big picture. In other words, these
interpretive frames were typical indications that it was not the general
environment but specific aspectslelementsof that environment which the
managersthought of as importantfor and impacting on, positively or negatively,
their businessesthat received managers' selective attention and interpretations.
At the sectoral level, however, managersin banking organisations seemedto
have broader knowledge about the changing environment than managers in
manufacturingand exporting firms.

7.3. Current Aspects of Internal Organisational Capabilities
The next question investigatedwas how managerssaw their organisations,their resources
and capabilities and responsivenessin the face of unanticipatedchangesin the external
environment. The way they responded to these questions is important because the
managerial interpretive frame is the basis for the logic underlying the development of
strategicresponseand managerialactions.
Managers' response patterns showed similarities as well as differences in their
interpretationsof and knowing about their internal organisationalcapabilities resources,
strategy development and managementresponsiveness.Details of their knowledge of
current organisationalcapabilities are presentedin table 7.4, below. Managers' views of
207

their organisationsas capableor otherwiseinfluenced,to a certain extentýtheir consequent
actions, changesin the content and processof strategy,strategicprofile and organisational
outcomes as discussedin the next two sections.Moreover, the interpretive frames shed
light on these organisations' idiosyncratic resourcesand competences,common resources
acrossindustry and their resourceand capabilitieslimitations.
The picture as defined by thesemanagerswas that the caseorganisationswere different in
their resourcesand capabilitiesbases. For instance,the governmentbank was more
comfortable in financial resource,its physical structureand pioneering of new services.The
private bank was good at in managementand servicedelivery capability and in its
commitment to improve skills and knowledgeof its humanresources.While both banks
were weak in credit and risk managementcapabilities, the governmentbank managerssaw
their bank's attitude to customers,useof banking technologyand corporateculture to be
weak (despite improving currently).
The processof strategydevelopmentand managers'responsivenessto the changesin their
external environment were found to be modest in both organisations. For example, the
statebank managercommented:
"Our organisationas well as its managementteam is new to the strategic management
and planning process and our experience is limited. Because of this, most of the
decisions made by the management or the board were of the short-term nature.
Managers are more reactive than proactive in face of changing environment. Even
though the executiveand other managementare key players in strategymaking process,
they lack required sufficient experience,exposure and skills and these constrain their
ability to respond creatively or with entrepreneurial quality" (Manager, Banking
Systems,StateBank 2005).
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In manufacturing and exporting organisations,managers'interpretationsof organisational
resourcesand capabilities exhibited much variation acrossthe organisations.For instance,
the state tannerymanagerswere confident about managementcapability, flexibility in plant
and production capacity and commitment to be environment friendly. On the other hand,
the private tannerymanagerssaw the entrepreneurialquality of the owner/founderand their
ability to meet buyers' requirementsas their capabilities. The state garment managers,
however, saw their plant capacity as their strength but found themselvesvery weak in
market sensing, employees' productivity, self perceptions and financial resources. The
study also found that all the three manufacturing enterprises were seen as weak in
strategizing.
Overall, managersto a certain extent were able to make crude distinctions about their
capabilities base drawing on their experienceand every day activities. These distinctions
illuminated how organizations differed in the levels of capabilities and resources
developments in which they are capable, average and weak. This is in line with the
assumption of the knowledge-basedview of the firm.

In most organisations,market

sensing,managementand technologicalcapabilitieswere underdeveloped.In organisations
(private bank, statetanneryand private tannery)where the managementwas stablein their
positions, where there was low turnover of organizational leadership, managers saw
themselves, and in turn their company, as capable, successful and less susceptible to
changesin the externalenvironment.On the other hand, managersin businessorganisations
that sufferedperiodic removalsof managementteams(statebank), and where the company
faced a continuous decline in its performance (state garment) showed mixed emotions,
external locus of control and the changeswere not successfullysustained.
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Following managers'interpretationsof the most important aspectsof environmentand their
analysesof existing organisationalcapabilities and resources,they were asked"how these
managers make judgment about appropriate organisational strategy and the essential
featuresof the content of this strategy". In other words, they were askedwhat it takes for
their organisationsto be successful. This section reports on the managers'knowledge of
theseimportant issues.

7.4. Managerial Changing Knowing About Strategy
Ethiopian top-level managers gave incomplete but diverse as well as competing and
changing (temporally) accounts of what they saw as strategy. Managers' accounts of
strategytypologieswere dominatedby strongnarrativesof what neededto be done to make
their lines of responsibilities effective, efficient, and in certain cases rcsult-oriented
(perform better) leaving asidea big organisationalpicture. Somemanagersmentionedalso
that their strategywas basically problem-driven.As accountedby one seniormanager:
"BasicallyI cansaythatourbusinessstrategyinvolvesvariousactionsto betakento
(Vicepresident,
address
our bank'smainproblemsandhence,it is problems-driven"
StateBank,2004).
During a secondfieldwork interview in 2005, this sameseniormanager'saccountwas
somewhatchanged:
"In terms of competitive environment our bank is cognizant that the private banks are
making stride in increasing their market share. Hence, our focus now is on
implementing strategies that would help us defending our market share rather than
introducing new products or revising prices aggressively". (Vice President,StateBank,
2005).

There were very ambiguous and ill-defined

organisational objectives that their

organisationswere supposedto achieve. Most managersdid not see their organisations'
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major objectives as about financial performance and becoming profitable. Instead
ambiguousobjectives such as 'supporting the national economy,creating employment', or
'earning foreign currency for the country' dominatedthe discoursesof many state-owned
enterprises' managers.Although some organisations had in place a strategic planning
process,only a few managersin two casestudy organisationsmentionedthe importanceof
having a vision of market economy. In short, strategic thinking was a very recent
phenomenonfor the Ethiopian managersand as to the accountsof the key knowledgeable
informant, 'business managementin the country is at its rudimentary level' (Director,
EPPESA, 2004). The possible reasonsfor underdevelopmentof strategic thinking and
businessmanagementwill be discussedin 8.4 and 8.5.
This study found that Ethiopian top-level managers'understandingand framesof reference
were based on a contingent knowledge regarding the unfolding environmental dynamics
and the ways to respondto it. Even though managersaspiredfor their enterprisesto become
best performing, competitive, and customeroriented, they were not sufficiently aware of
the alternative choices to be made and how these could be achieved.In most cases,there
was a lack of clarity regardingkey purpose.
Managerswere also struggling with the changing mindset and knowledge structure. This
changein managerialschemaalso facilitated the emergenceof new dominant management
logic and informed consequentialactions. For instance,in the state bank internal control
orientation was being replacedby a 'customer orientation approachthat aims to improving
servicedelivery and customersatisfactionis crucial' schema(president,2004). Managersin
banks tried to improve servicedelivery and handle valued customers.Likewise, top-level
managers in the state-ownedmanufacturing and exporting enterprises emphasisedthe
importance of product quality, competitive pricing and meeting customerrequirementsin
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place of the previous focus on production and fulfilling the central goverment planning
requirements.
Hence, the term 'strategy' as referred to by these top-level managersis not about formal,
rational, planning but the active processesof devising ways to make their organisations
successful.To put it differently, 'strategy' is a constituentof practices,routines and scripts
that these managers believe in to result in organisational success.Hence, essentially
strategy means managers'belief of what it takes for their organisationsto be successful.
The following section presents what managersbelieve should be done to make their
organisationssuccessful.

7.4.1. Managerial Beliefs about What It Takes To Be Successful
For simplicity, I categorisesets of managers' beliefs and schema into three: internally
oriented, externally oriented and spanning schema and routines. The following
presentationsrefer to table 7.5, below.
Internally oriented views and beliefs: Managers' accountsconvergeon issuesof building
competenceand knowledgebasesof their organisations,human resourcedevelopmentand
utilization, and improving efficiency. In all organisations,managersstrongly believed in
the importance of providing training and developmentprogrammesfor managementand
staff. However, industry wise, managers'interpretationsdiffered regarding what it takes
for their organisationsto be successfulin their context: managersin banking organisations
gave emphasis (in addition to the above mentioned) to periodically review their
organisationalstructure, policies and procedure;and developing measurableperformance
indicators. On the other hand, managersin manufacturing and exporting organisations
emphasisedthe acquisitionof new production machineries;developmentof capabilitiesthat
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would enhanceproduct quality, featuresand fashion. The need to changework processes,
routines and behaviourwas consideredinstrumentalin the statebank and the stategarment
enterprise.
Externallyfocused beliefs: In general,managersin all casestudy organisationsbelieved in
(see,
7.5).
important
for
be
table
issues
success
two
to
and singled out
crucially
strategic
These issuesinvolve preparednessfor unforeseencompetitive situations from abroad and
offering of new products and servicesto their customers. Industry wise, different strategy
tools were mentioned to make their organisation successful: bank managerssought to
handle high value customers and improving service delivery; and the state-owned
manufacturersput much emphasison partner formation to enter international market. The
private tannery managers,however, opted for a piecemeal strategy to enter international
market.
Spanningpractices and routines: The bank managersprovided more detailed accountsof
spanning practices and routines than managersin manufacturing enterprisesas shown in
table 7.5. Thesepracticesand routines included strengtheningcredit and risk management
capacity, improving assetquality and increasing credit volume, decentralizing decisionmaking and empowering people, use of customer friendly banking technology, and
developing new products and services. Manufacturing and exporting firms' managers
thought that new product developmentand diversification should be the way forward but
their analysesand interpretationwere very narrow and limited when comparedto managers
in banking organisations.All managersbelieved in the importance of engagingin market
research or business development activities. Such schema implied that these managers
startedfeeling the needto developmarket sensingcapabilities.
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In short, across all the organisations,managers' presumptionsabout what it takes to be
successful converge on the

9

Building new competences& knowledge

M

Human resourcedevelopmentand utilization

0

Preparednessfor unforeseencompetitive situationsfrom abroad
New product / serviceofferings (innovation)

0

Developing market research/businessdevelopment capacity signifying their
changingmindsetsregardingwhat takesfor their organisationsto be successful.

The bank managers,however, had relatively broader understandingand knowledge than
managers in manufacturing and exporting firms in identifying routines, processesand
strategy tools. Most managersin manufacturing firms were able to identify only a very
limited number of 'strategy' elements.Two possible reasonsthat explain the variations in
their knowledge-baseregardinghow to get successmight be managers'levels of education
and their access to relevant information on the environment. Education-wise, bank
managerswere relatively better trained and qualified than managersin production and
exporting firms (see, section 5.5, p: 132). Second, the former managershad a broader
accessto personalexternal information than the latter since they finance a wide range of
businessesand customers,and developedexperiencesof using consultancy services that
could be vital sources of information and knowledge on their internal and external
environments. The implication of managers' knowledge on their organisations strategic
profile will be discussedin the next section.
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7.5. Managers' Knowledge of Organisational Strategy
7.5.1 Salient Features of Content of Strategy
The knowledge of managersregardingwhat it takes for their organisationto be successful
surfaced the fact that organisations could follow multiple strategies. This conflicted
somewhat with the conventional strategy literature which suggestsorganisationsshould
pursueone strategyat a time. Multiple strategiesexistedin eachand every organisationbut
the core strategy varied acrossthe finns. The literature on growth strategies(Porac et al,
2002) has identified six possible growth strategies:capital intensive, non capital intensive,
market expansion, product or service development, human resource improvement and
processimprovement.Table 7.7, below showssamplegrowth strategiesand related scripts
from the interviewed managers.

Table 7.6. Sample Growth Strategy Scripts of Managers
Strategy Category And Its
Elements
Capital intensive
a
E
a

2

3

Building new plant or
facilities
Production capacity
expansion
Strategicacquisitions
,
mergersandjoint
ventures

Non capital intensive
Developmentof
"
strategicpartnership
Franchisingand
"
licensing agreements
Market expansion
Entry into new
"
products or geographic
markets
Increasemarket share
"
in existing markets
Accessingnew
"

Sample Quotes From Managers' Schema
'We take as a big issueto increaseour production capacity (GM- SG).
'We seekto form joint venture kind of relationship writhinternational
firms to develop design and market researchcapabilities'
'We needto invest in machineriesand processesas well as engagein
automatingand computerisingour production process' (Managing
Director, PT); 'we're constructing a new tannery equippedwith new
machineriesand new technology' (Commercial Manager,PT)
'Possibility of working in partnershipwith foreign banks,if allowed
and if we believe that it would be beneficial to our bank' (VP, PB).
'Work in partnership' (GM, ST); 'We've got a businesspartner now'
(DGM, ST)
'In 2004, the factory producedquality garmentsand exportedto
international market (the USA) the first time in its history'; 'The big
issueis to increaseour market share' (PTM, SG)
'Expand the branch network' (President,PB); 'Turning one-time
customerto sustainwith us by providing efficient and prompt services'
(Branch Manager,PB); our bank's objective is to grow and expand

218

customer segments

(VPIB, PB);
'Market penctration'(CM, ST)

4

Product or service
development
Development of new
products or services

'Thinking of introducing various banking services' ; 'Diversify our
loan portfolios' (President,PB)
'Introduce product differentiation and diversification' (VPPPD,
SB++); 'We recently introduced the ATMs and credit card is another
1
SB)
(VPCRM,
prospectiveproduct'.
'We have to producediversified productsbecauseof changingmarket
conditions and fashions'. (MD, PT)
'New productsto existing and new markets' (CM, ST++)

5

6

Human resource
improvement
Hiring new employees
"
"

Improving the quality
of work life of
employees

"

Enhancingthe skills of
managementteam and
employeesthrough
training or education
programme

Processimprovements
"

"

Production and
administration
processes
improvements
Technological

We keep on training our people on continuousbasis,and upgradethe
level of their education' (President,PB ++); 'Need to put in place staff
benefits and good working environment' (BM, PB); 'Human resource
is very important to our bank and hencewe give trainings and consider
this as investment'; 'We have a managementsuccessionplan in place'
(VPDO, PB); develop high level skills organizing training and sending
for exposureto developedcountries..." (VPCRM, PB)
'We plan and train our managementmembers' ; 'Provide adequateand
appropriatetraining to managementstaff and ensureefficient and
effective utilization of the bank's human resources'; management
have
kind
SB
'We
(VPPPD,
++);
framework'
a
of new
competence
successionplanning' (President,SB).
'Use skilled and experiencedpeople to enter international leather
last
five
'In
improve
'Upgrade
years,the company
skills'
;
and
market'
has beenhiring employeewith the experienceof finished leather and
hasbeenproviding training locally and exposuresabroad(DMD, PT)
'Change the life of our workers ( better pay, incentive structureand
from
knowledge
the
the
'improve
the
of
employees
promotions)';
have
improve
(GM,
ST);
'We
level'
lower
to
the
the
to
up
management
capability of the human resources'.(DGM, ST 2005)
'Use banking technology to provide efficient banking servicesto the
be
fast,
Our
PB);
timely, and
(President,
should
services
customers'
quality' (BM, PB);
'Businessprocessreengineeringto improve processesin operational
areas ..; 'Cost containmentand rationalization of our organizational
structure'+++; Providing service through people-ftiendly technology
sup2ort' ++ (VPPPD, SB); adopt benchmarkingand ' best practices'

As described in p: 208, many managersthought product diversification and offering of new servicesto be
crucial for their market developmentand competitiveness.For instance,during both fieldworks in 2004 and
2005 many senior managers(president and many vice presidents)of the state bank stated that one of their
businessstrategy is to diversify their products and services. The account of Vice President responsible for
credit and risk managementrepresentstheir commitment to implementssuch a strategy.
"We are trying to improve our operational aspectsby improving the menu of services..... The study on
this is completed and, proceduresand manuals are being prepared. The three planned new products are
consumer credit (financing car purchase and mortgage loans), warehouse receipts (to farmers) and
financing real estate developments. So, the planned introduction of these new products would help
diversifying our products and in meeting our customers' specific demands (Vice president, State Bank,
2005).
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innovation

from abroad' (MB, SB); 'Now we've a tall structureand this should be
flat and shorter' (VPCRM-SB)
'Give high emphasisto the R&D, use least cost approachby reducing
wastageand reworks (ETGM); 'have to improve the technology'
(DGM, ST)

Note: Acronyms in parenthesesshow informant position and his/her organisation. + indicates that there were multiple
simi tar managers' schemawithin that the sameorganisation.SB = State bank; PB - private bank; ST - state tannery; PT
private tannery; and SG = stategarment.
P- president; VPDBO = Vice president,domestic banking operations;VPCRM - vice presidený credit and risk
management;VPlB = vice president, international Banking, VPPPD - vice president, personnelplanning and
development; MBT = Manager, bank transformation; BM - branch manager,MD - Managing director; GM - general
manager,DGM = deputy general manager;CM = commercial manager;PTM = Production & technical manager.

It becomesapparentfrom the above table that the emphasisplaced on different strategies
varied across the organisationsand among managerswithin the same organization. The
close observationsof managers'knowledge - their judgement about appropriate strategy
for their organisations showedthat to a certain extentthe emergingdominant logic of their
organisations had influenced the ways these managers sought to pursue clusters of
strategies.Based on emergingpatterns from managers'descriptionsof their strategy(ies),
the following four growth logics for each of the case study organisationswere identified.
Theseare as follows:

1. The State bank had been pursuing a growth logic of 'defending its market share'
through continuous improvement, new service development and human resource
improvement.
2. The Private bank had been following growth logic of 'market expansion' supported

by human resourceimprovementand processimprovement.
3. The Statetannerywas engagedin 'partnership formation' strategyaimed at foreign
market penetration and process improvement to be supportedby improved skills
and knowledgeof its humanresources.
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4. The private tannery's growth logic was 'capital intensive' to increaseproduction
by
human
be
improvement
to
resource
complemented
capacity and process
improvement.
S. The state garment enterprise's managers claimed to be following 'market
expansion'. However, because of organisational and management capacity
limitations and external constraints, it might be appropriate to say that this
enterprisehashad no clearly articulatedstrategy.

Figure 7.2 Various Strategic Choicesof Case Study Organisations
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The above mentioned clusters of strategiesthat were consideredto serve as 'roadmaps'
were reflections of Ethiopian managers' concernsof how to become competitive locally
and in international markets. Consequently,they felt urgency to change their hitherto
dominant logic (paradigm) to make (at least in theory) their business organisation
customer-oriented,and these should be achievedby various strategiesas describedabove.
These managers' analyses could be taken as their beliefs about environmental
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managerssubscribed a
organizational level and beyond despite massive variations inter-organizationally and
amongmanagersin the sameorganisationin various aspectof the environment.
The next section presents findings on managers' knowledge of the process of strategy
development(by whom, when and where) in their organizations.

7.5.2. Strategy Development Process
Managers' knowledge of the process of strategy development in their organisations
in
into
insights
the
a
of
strategizing
and
processes
nature
revealeda number of contrasting
transition economy context. In a number of organisations,strategizingpracticeswere seen
as politically influenced, externally driven, formalised as well as less formal, survivalformulation
initiation
in
incremental.
found
The
and
oriented and
variations strategy
study
processes,the key actorsinvolved and the valuesand significanceattachedto it. The extent
of this dependedon the degreeto which the organizationswere perceivedto be reliant on
the governmentor on externalmarkets.
Political and formal as well as bottom-up and top-down approaches to strategy
development were evident mostly in state-owned organisations. In the state bank, for
instance,processesof doing strategywere highly politically influenced and problem driven.
Many external agenciessuch as the World Bank, IMF, consultantsand other relevant state
departmentswere involved in an initial phase of strategy development. These external
stakeholdersrequired the state-ownedbank to undergo a restructuring programmewhich
included compliance with the range of 'modem managementpractices' such as strategy
developmentand businessprocessreengineering. Restructuringwas seenas panaceafor
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the bank's performanceand capabilities problems at that time.

These external agencies

imposed explicit frameworks which became the basis for the procedure called
'Comprehensive Audit Programme' (CAP), and which in turn informed organisational
restructuring and strategydevelopment. Before 2001 however, the planning and budgeting
processeswere based on the bottom-up approachwith little alignment with the strategic
plan. In consequence,the plans were incoherent,incompleteand unsuccessful.Due to this,
the strategic plans and strategic goals had never had the chancesof implementation and
were restrictedto a shelf at a CorporatePlanningDepartment.
The outcome of CAP undertakenby Ernst and Young became the basis for who would
participate in the strategy process and the types of strategiesto be followed. In 2004,
strategizing practices were also subject to a high degreeof influence from the country's
Financial SectorReform Programme(FSRP).The top managementof the state-ownedbank
and other financial institutions were given capacity development training in strategic
planning and management(SPM). The FSRPthus becamethe main driver of organisational
restructuring, introducing change management and formed the basis for strategy
developmentprocessesand for the main types of strategiesthe bank was pursuing. On the
surface, it seemedthe processwas open but in reality the so-calledparticipatory approach
to strategymaking served in legitimizing the strategiesto be followed. The top managers
actively engagedin sensegivingthrough establishinga bank transformationoffice, regular
meetings and briefings, and communicating the values of the organisational change to
employees. The strategy document was intensively discussed, argued and necessary
changes were made by the executive management team and then by the board of
management.In other state-ownedcasestudy organisations,however, strategizingpractices
followed similar approachesbut with less influences from external stakeholders.The
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Supervisoryand Privatization agencyof the statewas the one that provided the strategizing
templates and the organisationshad to follow this template in their strategic planning
process. Overall, this study showed the significant influence of politics and external
agencies in the ways managers engaged in strategizing practices in the state-owned
organisations.Hence,the Ethiopian institutional environmentinvolved imposition of a new
way of working and strategizing as well as an attempt to change managementstyle in
organisations.
The study also documentedhow managerssaw the support of the state in key aspectsof
their organisational matters: in strategic planning and management,resource allocation,
market search,partnership formation, and the hiring of consultants.In turn however, the
government has its stake in more powerful stances as at times wholesale executive
managementteam would be subjectedto dismissal or removals. For instance, in the six
years since 2000, two executive managementteams of the state bank were summarily
dismissedand somememberswere detainedfor various allegedreasons.In such situations,
it was not the farsightednessand visions of the top managementteam that drove strategic
organisational changebut the government's desire for change in its bid to legitimate its
policies and political power. What it takesto be successfulin such situationsmight be the
managers' adeptnessof handling the key and influential contactsin upper political and
party echelonsand in consequencetheir ability and acutenessin managing the extent of
locus of control and resourcedependency.This skewed interdependencehad its influence
on the way managersin theseorganisationssaw their businessobjectives,businessstrategy
and how they went about developing organisational capabilities. In short, managers'
knowledge about how things work in their contexts and the prevailing institutional
framework influenced their strategizingpracticesand decision-makingprocesses.
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In contrast, strategizing practices in private firms were less formal, incremental and
emergentand most frequently survival oriented. In the more private sector organizations,
managers questioned the value of strategy-making where their companies lacked the
necessaryresourcesand capabilities,and did not know where and how to find markets.The
strategy development process itself was emergent, implicit and was not yet fully
comprehended by managers.

Incoherence, confusion and randomness may best

characterisethe ways thesemanagerswent about strategizing.On most occasionsstrategy
thinking was implicit and unclear. Managers seemedto act intuitively as opportunities
arose. In organisations where managers were capable such as the private bank, the
strategizing process started with the identification of strategic issues that they thought
would be essentialfor growth and success.In suchcases,strategyinitiators varied but were
mostly limited to executivemanagementboard of managementand function-specificboard
committees (operations, credit, and audit). Similar to the state bank, the bottom-up
approachto planning was also in place in a private bank. In contrast,in the private tannery,
there was no explicit and formal strategizingpracticesin place and almost all the decisions
were made by the founder-entrepreneurin consultation with his close family members.
What was more interestingwas the fact that this tannerywas perceivedby many as one of
the most thriving and successfulprivate businessesin its industry. In these cases, the
strategy processeswere intuitive, implicit, opportunistic and relatively closed. Moreover,
secondarysourcessuggested,in the more of the private businessorganisations, the most
common situations for strategizingprocesseswere stifled by lack of previous experience
and knowledge, incomplete information and knowledge about customers,competitorsand
the businessenvironment.Therefore strategizingbecomesless formal, closed, opportunity
seekingand essentiallysurvival oriented.
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In summary, the study revealedhow managers'knowledge of strategy,strategicresponses
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also how managers' knowledge could be clustered around a 'core strategy' that they
thought would lead to better organisational performance and competitiveness. The
following three key points emerged.
The Ethiopian top-level managers'understandingand frames of referencewere
based on a rather contingent and narrow knowledge about the appropriate
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but
incomplete
Ethiopian
Because
top-level
gave
this,
managers
priorities.
of
In
the statethey
saw
as
strategy.
of
what
competing and changing accounts
In
the private
dominated
strategy
prevailed.
of
view
owned enterprisespolitically
firms, managers understanding and knowing about strategy had been just
for
'strategy'
them.
implicit,
the
was
problematic
of
notion
evolving and
and
Managers' accountsof strategytypologies were dominatedby strong narratives
of what needed to be done to make their lines of responsibilities effective,
big
leaving
in
organisational
aside
a
efficient, and certain casesresult-oriented
formal,
less
in
'Strategy'
rational,
this
of
connotative
was
setting
picture.
planning.
2)

Managersdiffered in their emerging dominant logic acrossorganisationsand in
Given
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the changing
strategies.
of
consequencepursued
clusters
businessenvironment, managerstended to focus on growth strategiesbut with
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logics
Identified
these
in
their
growth
marked variations
core strategies.
organisationswere: state bank - defending its market share via improvement;
private bank - market expansion; state tannery - partner formation; private
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tannery - capacity expansion;and state garment -no articulated strategy. This
finding

contradicts with

conventional strategy literature that assumes

organisationspursue one strategy at a time but in line with a 'dominant logic'
argument. Moreover, as comparedto managersin other transition economies,
Ethiopian private enterprises'managerswere found to be weak in networking
(clustering) strategy.
3)

Managers' interpretations and knowing about the process of strategy
developmentin their organisations revealeda number of contrasting insights
into the nature and processesof strategizingin a transition economy context. In
state-ownedorganisationsstrategizing practices may be best characterisedas
politically influenced, externally driven and formal. In contrast strategizing
practices in private fin-ns were less formal, incremental and survival oriented.
Even more revealingly, there were no explicit and formal strategizingpractices
in place in the private tannery. Thus, the taken-for-grantedassumptionsof the
rationalist, normative stance,that managerscan and should strategicallyrespond
to the changingenvironment,are questionedby the Ethiopian managers.

The next section presentsfindings on managers'knowledge of the required resourcesand
capabilitiesto deliver the strategicresponse.
7.6. Required Capabilities and Ways of Development
7.6.1 Required Resourcesand Capabilities
How (what) do managersthink about (as) the required resourcesand capabilities and how
theseresourcesand capabilities might be acquiredand developed?What factors facilitate/
constrainthe acquisition and developmentof the required resourcesand capabilities? This
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section presents the findings on the above three main questions I asked my research
participants.
One of the findings of this is that managers' knowing of the required knowledge and
resource was differentiated, role-oriented and function specific. Changing organizational
priorities and emergentdominant logics (i. e. predominantly sharedbeliefs and assumptions
about how to get success)also influenced managers' emphasis on what they sought to
develop as the required knowledge/capabilities. Discussion in this section refers to table
7.7, and figures 7.3 and 7.4 which provide insights into how managersdiffered in their
interpretationsof the requiredresources,knowledgeand capabilitiesinter-organizationally.
Even though there was uncertainty about to what extent the emerging dominant logic
diffused and gained currencyintra-organisationally,it appearedthat managershad strategic
level knowledge that shaped their understanding of the required capabilities at
organisationallevel.
Managersmade distinctions between the required resourcesand capabilities basedon the
collective domain action. For clarity, what were seen as the required knowledge and
capabilities by managerscan be categorisedeither as internally focused or externallyfocused dependingon their use either for internal organisationalpurposesor for external
environmentpurposes.For instance,knowledge and capabilities that are internally oriented
could be (in caseof the state bank) thorough knowledge of the banking business,how to
improve processesand routines,credit and risk management,and an ability to use banking
technology.Thesetypes of knowledgeand capabilitiesare internally focusedand may help
to improve efficiency, control, and productivity.
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Table 7.7. Managers' Knowledge of the Required Knowledge and Capabilities
Organisatio Emerging
Dominant Logic
ns
StateBank

Internallyfocused:
Thorough
knowledge
business,
how
of banking
Endeavours
to be
to improveprocesses
and routines,how to improveservice
world-class
commercialdeliverycredit and risk management,
ability to use banking
bankof 'international technology,changemanagement
capability,managerialand
bestpractices'
leadership
skills.
Externallyfocused.identificationof and servicingcustomers
needs,scanningchangesand directionof changesin the
knowledge
of & complywith bankingregulations
environment,
andstrategic
marketing,
anddirectives,
newproductdevelopment
knowledge.

Leading
and
PrivateBank competitive
private
bank

Exporter
of quality
StateTannery finishedleather

Private
Tannery

RequiredBusinessKnowledge And Capabilities

Internallyfocused.useof bankingtechnology
(ICT),improving
delivery.
for service
processes
focused.Publicconfidence,
Externally
imagebuilding,strategy
knowledge,
development,
knowledge
theoretical
of nationaland
international
economy,financialmarkets;knowledgeof and
complying
withbanking
regulations
anddirectives.
Leather
Internallyfocused:
how
processing
skillsandcapabilities,
(ISO9000,
to market,meeting
qualityandenvironment
standards
ISO14000)
focused-satisfyingcustomer
Externally
requirement,producing
friendlyproducts,promote
andsellingenvironment
andmakeuse
knowledge
of imageandreputation,
of inputsuppliers,
strategic
planning.

Internallyfocused.Computerization,
technology,
process
useof
Exporter
production
andtechnical
machineries
of finished
modem
leather,
shoeandleather Externally focused. knowledge about input suppliers,
garment
communication
capabilitieswith customers,new product
development
knowledge
andcapabilities.

StateGarment Fullyserve
international
market
andsatisfydomestic
customers

Internallyfocused-knowledgeand capabilities
in designand
fashion
Externallyfocused- Knowledgeof quality standardsand
ability to penetrate
globalmarket,knowledge
requirements,
of
inputsuEpliers,
buyers
communication
capabilities
with
,

On the other hand, examplesof externally focusedknowledge and capabilities, in the case
of the bank, included how to improve servicedelivery; how to identify and satisfy customer
needs;scanningand making senseof changesand direction of changesin the environment;
and ability to comply with regulatory requirements.The descriptionby the presidentof the
statebank representssuchviewpoints:
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"The key business knowledge we need to have in place include the knowledge of
changesand directions of changesin the businessenvironment; how banking industry
behavein Ethiopia and elsewhere,and the changing customerneeds- the market being
servedand to be served" (President,StateBank, 2004).

However, in a private bank the focus was more on identifying knowledge and capabilities
that were externally orientedthan internally-focused.
The public tannery managersemphasisedthose competencesand knowledge that would
enablethem to enter into internationalmarkets.Hence,they put emphasison efficiency and
quality and new product development knowledge that would enable them to penetrate
international markets. Thus, the required knowledge and capabilities were both intemallyfocusedas well as extemally-oriented. In the private tannery,managershad a very narrow
knowledge about the required resourcesand knowledge as illustrated in figure 7.4. Their
emphasis tended to be more internally driven and hence focused on knowledge and
capabilities that would help them to improve plant capacity, productivity and quality of
finished leather. Because of these changing organisational focuses, managers' thinking
about the required organisationalknowledgeand capabilitieswere fluid and unstable.
Managers' knowledgeabout the requiredorganisationalknowledgeand capabilitiesvaried
dependingon their roles and hierarchicallocationsas shown in figures 7.3 and 7.4 for
banks and tanneryorganisations.Hence,managers'current roles and responsibilities
shaped/informcdtheir interpretationsbut their links to managerialactionscould be tenuous.
For instance,it was commonto find that vice presidentsresponsiblefor credit and risk
managementin banking organisations gavemore attentionto acquisition or development
of knowledgein areasof risk control and management,customerhandling, process
improvementand possibly new servicedevelopmentcapabilities. Similarly, the technical
and production managersin the tanneriesand garmententerprisesemphasisedknowledge
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Figure 7.3 Managers' Accounts of the Required Capabilities in the State and Private Banks
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Figure 7.4. Managers' Interpretations
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This study found that the skills and knowledge seen as required varied according to the
hierarchy of management.The caseof the state-ownedbank illustrates this as describedby
the senior manager:
"The Bank has startedidentifying the type of managerialskills we require at all levels
with support of the consultants.Someof the skills and competenciesthat were identified
for executive managers include: leading organisation (vision setting, understanding
internal and external environment); change management; dealing with ambiguities;
political awareness(both international and domestic politics); entrepreneurshipskills;
decision-making;skill to manageconflict; negotiation skills, persuasivenesspersuading
others,etc." (Vice President,StateBank, 2004).

However, most managersfound identification of the required strategiclevel knowledgeand
capabilities (competencies)problematic and challenging.For example,the presidentof the
statebank describedhow it was difficult for them:
"I don't think the bank was able to take the inventory of its core competencesand, the
sourcesand types of knowledge at organisationallevel. We set up a new succession
plan and are working with the management consultants in HR and Change
Management Module. This is one of the areas the bank would focus - that is,
identifying the existing and the required type of knowledge and competences,and
addressingthe gap betweenthe two. So, having the inventory of core competencesand
knowledge,building up and protecting them are someof the challengingtasksaheadof
us". (President,StateBank, 2004).

According to a number of directors and presidents,however, the strategic level business
knowledge required include skills to scan the environment and identify threats and
opportunities; knowledge of changeand direction of changein the businessenvironment;
organisational awareness(knowing their business)including directions and goal setting,
strategicplanning and managementknowledge.
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The managers'identification of typesof useful knowledgethat are seenby them as required
comfortably fit into a pragmatist approach to classifying knowledge. Know-how and
embodied knowledge (mostly tacit) were consideredby most managersand national level
informants as critically required knowledge for Ethiopian businessorganisations.These
informants were very worried about the wide gap between theoretical/abstractknowledge
and the practical/applied knowledge and know-how of their employees. In their
interpretation, what was more important is not what the employeesknew what, but how
they used what they knew in practice for the organization's advantage. The implication
might be that these managerswould have liked to acquire types of knowledge that are
related to their organisationalcontext and useful for decisionsand actions. In other words,
the ability of employees to use what they know to make sense of the changing
environmentalsituationsand their ability to use theseemergingenvironmentalsituationsto
make senseof what they alreadyknow was seenas crucially important. However, managers
and national level informants' analysesand secondarysourcespointed to the difficulties
and problemsin developingthesetypesof knowledge.
There were different conceptualizationsof competenceand capabilities. Core competences
were seenas their key organisationalstrengths;only a few managersthought in terms of the
ways, the processesand routines that were unique to their organizations.According to the
latter types of informants, core competencelies in effective use of the businessknowledge
itsetrand should not be mistaken for the kinds of assetsand structuresin place. But the
perception of most managerswas akin to identifying core competencewith organizational
strengthsas the following quotereveals.
"Our organization'sresourcesand capabilitiesinvolve a comfortablecapital base,long
yearsof experiencein the banking business,strong public confidence,strong financial
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resources,relatively better skilled humanresources,and wide branchnetwork"
(Manager,Banking Systems,2005).

While the top-level managers'perceptionsof capabilities are likely to drive their decisionmaking and actions (Day and Nedungadi, 1994) it will be recognized that perceived
capabilities and actual capabilitiesmay be different (Hooley et al, 1999).

7.6.2. Acquisition and Development of Organisational Capabilities
The study also investigatedhow managersthought about different ways of acquisition and
development of these required knowledge, resourcesand capabilities. The analysesthey
provided were of high interest and pointed to different directions. Theseanalysesincluded
different ways of acquisitionsand developments,and factors they regardedas enablersand
constraints. Employees training and development programmes, purchase of new
technologies (process or banking), experience sharing, hiring consultants, informal
networks and government capacity building programmes were mentioned by these
managers as the ways for acquiring knowledge and capabilities (Figure 7.3 provides
instance of this). Managersin the state-ownedtannery and garment enterpriseconsidered
partnership or alliance formation with foreign companies as a possibility to develop
organisationalcapabilities.Prior organisationalknowledgeand capabilitieswere also useful
to acquiring new knowledgeand capabilities.This was the casewhere the state-ownedbank
managersused the bank's financial resourcesand governmentties to hire consultantsand
the state-ownedtannery to use long term supply-buyer relationships and certification of
ISO 14000to get into partnershipwith a foreign companyin March 2005.
In most cases,the training provision tended to be conventional, formal and classroom
based.The on-the-job-training, job rotations,mentoring and coachingas exercisedin some
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of the organisations,especially in banks, had, to a certain extent, the role of transferring
tacit knowledgebut at the time they were limited to operationalemployees.
The Ethiopian managers' knowledge revealed that their organizations' history, routines,
processesand the absorptivecapacitiesof both the managersand their organizationswere
factors that enabledas well as constrainedthe acquisition and developmentof the required
knowledge and capabilities. Managers in private business organisations reported that
'mindset' and shortage of finance were the two critical constraints that deterred the
acquisition of relevant knowledge and capabilities. In contrast, in the state-owned
enterprises,their connection to the government had major influence on acquisition and
developmentof required resourcesand capabilities. Theseorganisations'relationship with
the government enabled their search for products market, and development of
organisational capacity and strategic plans. Paradoxically, however, most of the statelacked
discretion
in
the
sector
those
owned enterprises'managersespecially
manufacturing
to acquire and allocate resources,with little experienceand confidence to compete in a
market basedeconomy.
Finally, this study documentedthe contestedand changing nature of managerialknowing
and decision-makingabout their organisationaldesign. In both banks, managersrelatively
insisted on the importance of becoming flexible, decentralizing some aspectof decisionmaking and reviewing organizational policies and procedures. These changes were
expectedfrom the ongoing 'bank transformationprogramme' and in particular, businesses
processreengineering(BPR). The evolving managers'knowledge reflected an urgency to
become flexible and increaseefficiency in service delivery but the extent to which the
emergentpolicies and proceduresustaintheir potency or constrain or enablethe necessary
changesin the future remain to be seen. On the other hand, the private bank managers
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suggestedthat most changes in organisational structure would occur from the middle
downwards; maintaining the apex status quo and policies and procedures would be
reviewed periodically to accommodate necessary adjustments in line with the
organisational environment. On the other hand, centraliseddecision-making and control
procedureswere maintainedin manufacturingand exporting organisations.In general,the
issueof organisationaldesign(centralization/decentralization;insistenceof current policies
and proceduresor tendencyto becomeflexible; formal approaches/informality) which is
central to organisational performance was the subject of much conflict, abrasion and
matters of possible avoidance. Thus, senior managers in a number of organisations,
particularly in banks, tended to use consultancystudiesto undertakemajor organisational
design.
To summarise,two important findings emergedfrom managers'knowledge of the required
resourcesand organisationalcapabilities.Thesewere:
1. Top-level managers'knowledge about the required resourcesand capabilities and
how these might be acquired and developedwas incomplete, differentiated, role/
task specific and subject to changes.Managersdiffered in their knowledge of the
required resourcesand capabilities inter-organizationally and sector-wise. In the
state bank, managers sought to acquire both internally and externally focused
resourcesand capabilitiesthat would enabletheir organisationto defend its market
share as well as to be proactive in new services developments.The types of
managers'knowledge in this organisationtended to be a mix of explicit (formal),
tacit, conflictive and changing depending on the nature of strategic issues. In
contrast, managersin the private bank sought resourcesand capabilities that they
thought would enable their strategic focus of market expansion and provision of
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efficient servicesto their customers.Managers' knowledge in these organisations
tended to be more of varieties of practical and tacit (know-how) but also
differentiated in certain issues (empowerment,authority). Managers' in the state
tannery tended to emphasizeboth internal and external focused knowledge and
capabilities. The knowledge they held and used tended to be a mix of formal,
embodied, practical and changing recently upon partner formation. In contrast,
private tannery and stategarmentmanagershad very narrow knowledge regarding
the required knowledge and capabilities. While the private tannery managers
emphasise internally focused resources and capabilities, managers in the state
garment enterprise put emphasison externally focused ones. The state garment
enterprisemanagerslacked necessaryresourcesand hencetheir interpretationswere
more aspirationthan actionable.
2. Conceptualising and identifying the required knowledge-basedresources and
capabilities were difficult and problematic for most of thesemanagers.Only some
presidentsin both banksand a few seniormanagersin the statetannerywere able to
describe the nature and type of capabilities. Managers' strategic level knowledge
that underpinstheir decision-makingmay be characterisedas partial, contested,and
situated. Moreover, managers' knowledge was found to be path-dependentand
informed by the managers'historic experiencesas well as significantly influenced
by the prevailing surrounding contexts. Mindset, lack of finance and institutional
environment influences were reported as some of constraints to acquiring and
developingthe requiredorganisationalresources.
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7.7. Chapter Summary
This chapter presented the main findings of the study into the Ethiopian top-level
managers' businessknowledge, that is, their knowing of the environment, strategy and
organisational capabilities. In other words, it presentedthe Ethiopian senior managers'
theories about their organisations.The study sought to further the understandingof both
scholars and practitioners alike on important issues about local enterprises and their
managersstrategizingpractices and vital adjustmentsto the changing turbulent transition
economy environment.The units of analysiswere individual managers,caseorganisations
and industries.
This study's main findings are summarisedin figure 7.5 below and then described.
Figure 7.5. Summary of Key Findings

Environment
Knowledge&
Interpretations
Certain, conducive
Uncertain, threatening
Level of confidence
ffigh
Low
Importance
More institutional

Organizational
attributes
Oýemhip type
Size
Historical resource
capabilities
P'nor kw-ledge

Strategy
and strategizing
formal, politically influenced
less fonnaL implicit, survivalý
pmactme - reactive/defensive

Top- level Managers'
Business Knowledge
ForcraL, theoretical
Pmctica4 local, situated

Required organizational
Knowledge & capabilities
Intemally focused
Extemally focused
Both
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In summary,this study was able to producefive important findings on Ethiopian managers'
businessknowledgeduring a time of transition.
At a generallevel, Ethiopian top-level managers'knowledgewas multifaceted:
it was dynamic, uncertain, differentiated, politicised, and contested.Evolving
forms of managers' knowledge ranged from formal to varieties of practical
knowledge. The natureof managers'knowing and sensemakingthat underpins
their decision-making on and acting upon key organisational issues and the
'knowing' of environment were found to echo the uncertainties that defined
their environment. Even though their businessknowledge was significantly
influenced by the surrounding contexts; it also remarkably displayed its
independencereflecting thesemanagers'historic experiences.
At the organisational level, the managers' sensemakingand knowing of environment,
strategy, strategy making process and the required organisational capabilities varied
signiticantly as detailedbelow.
2.

Managerdiffered in their knowledgeof the most important aspectand attributes
of the environment and their implications for their organisations.The study
found most managersin the statebank and the state tannery regardedthe over
all environment (both the task and institutional environments) as more
conducive and propitious for their businesses.In contrast, managersin two
private businessesand the state garment enterprise considered the over all
environment as threatening, unpredictable and a source of significant
uncertainty. These latter managersand most of the national level research
participantshad less confidencein and were circumspectabout the trajectory of
de-institutionalisation.The tendencyof policy makersand governmentofficials
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to bring about a 'controlled change'and their ambivalenceto fully commit to
the market-orientationcreatedsuspicionon the continuity of the other marketoriented policies. Despite the private businessorganisationswere enjoying
more formal autonomythan the less-marketizedstate-ownedfirms; they found
themselvesin a vulnerable position becauseof the absenceof a fair level
playing field, well-defined property rights and frequently changing policies.
Managersaffiliated to the state-ownedenterprisesattachedmore importanceto
institutional environment followed by the market. Managers in private
enterprisesand operating in opened-upsectorsgave more importanceto the
task environmentfollowed by the policy environment. In addition, the banks
managerssaw the volatile nationaleconomyasa major threat.
3.

In each and every organization, managers differed in their emerging dominant
logics Gudgements) about what it takes for their organisations to be successful.
Managers reported that they had been pursuing (or intending to follow) clusters
of strategies with core strategy differing among studied organisations. These
were: the state bank - defending market share through improvements; private
bank

improved
branch
through
organic
service
growth
expansion
and
-

delivery; state tannery- partner formation; private tannery plant capacity
expansion; and state garment - no articulated strategy. However, on the other
hand, these managers had not yet developed strategic thinking and found
Strategicdecision-making highly ambiguous and problematic. At organisational
level, managers' knowledge deflined the following strategy elements to be
instrumental for the successof their businessorganisations.
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a. State bank - Improving service delivery through business process
reengineeringand use of banking technology-,humanresourcedevelopment
and utilization; new servicedevelopmentand linkagewith government.
b. Private bank Providing efficient and effective customerservice; branch
expansion;improving and upgradingthe skills and competenceof HR; use
of bankingtechnology.
c. Statetannery- Partnershipformation; improvementin processtechnology,
R&D; training HR; providing quality products to the customers;linkage
with government.
d. Private tannery Production capacity expansionby constructing a new
modem leatherprocessingplant; producingquality productsat competitive
pricesandon time delivery-,HR skills upgradeandhiring skilled personnel.
e. State garment - Restructuring the organisation; providing quality products at
competitive prices and meeting on time delivery; develop market research
and design capacity.
4.

Top-level managers' knowledge about strategizing practices in their respective
organisations also revealed variations in strategy initiations and development
process, the key actors involved and the values or significance attached to it.
The extent of this depended on the degree to which the organisations were
perceived to be reliant on government or on the external market.

In the state

organisations, the strategizing process was politically influenced, externally
driven, formal and in some cases problem driven. In contrast, in private
Organisations, strategizing practices, most frequently, were less formal,
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incremental,survival oriented,and were not yet fully understoodby managers.
In the more private sector organizations,managersquestionedthe value of
strategy-makingwhere their companieslacked the necessaryresourcesand
capabilities,and did not know where and how to find markets.Incoherence,
confusionand randomnessmay bestcharacterisethe ways thesemanagerswent
about strategizing.As a consequence,level of managerialdiscretion varied
from very low in the state-ownedenterprisesto high in private enterprises.
5.

Top-level managers' knowledge of the required resources,knowledge and
capabilities varied inter-organizationallyand sector-wise.In the state bank,
managerssought to acquire both internally and externally focusedresources
and capabilitiesthat would enabletheir organisationto defendits market share
as well to be proactivein new servicesdevelopment.The natureof managers'
knowledgein this organisationtendedto be more of formal and procedural.In
contrast, managersin the private bank sought to develop more externally
focused resources and capabilities to deliver their strategies of market
expansion and provision of efficient services to customers. Managers'
knowledgein theseorganisationstendedto be a mix of formal and practical
knowledgebut also differentiatedon certain issues(empowerment,authority).
The state tannery managersput emphasison acquiring both internally and
externally focusedknowledgeand capabilities.Evolving forms of knowledge
tendedto be more of embodiedand tacit know-how (practical)and lessformal
and explicit. The private tannerymanagersput emphasison internally focused
resourcesand capabilitieswhile the stategarmentmanagerssoughtto acquire
externally focused ones. The dominant form of knowled.- e in these two
.,
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organisations was practical in its nature which was local and situational.
However, these managers' knowing of different kinds of resources and
capabilities were loosely coupled and links to actual acquisition may be
tenuous.
The above findings and their implications need further discussion and interpretation in
relation to theoreticallenses,literaturesand the conceptualframework informed this study.
Thus, the next chapter discussesthe findings and their implications, and presents this
study's contributions.
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CHAPTER

EIGHT: DISCUSSION AND INTERPRETATIONS

8.1. Introduction

This chapterdiscussesthe study findings and examinestheir implications. The key research
questioninvestigatedin this study was: "How do managersin a transition economymake
sense of, and act upon, their environmentsand the developmentof plausible strategic
responses?More specifically: How and what did the Ethiopian managers regard as
important aspectsof the environment? How did they make judgments about plausible
strategicresponses?What strategizingknowledgedid thesemanagers'have, and were they
responsive,active, and proactive? How and what did they seekto develop as the required
knowledge and capabilities to deliver their strategic response?What were the evolving
forms of managers'knowledge?This chapter exploresthe implications of the findings to
theseresearchquestions.
The chapterhas six sections.The generallevel findings are presentedin sectiontwo below
to illuminate the overall picture. This is followed in sectionthree by the main findings and
their discussion. Sectionfour examinesthe patternsthat reveal the differentiatednature of
the top-level managers'knowing. Possibleexplanationsabout factors influencing, shaping,
enabling and/or constraining the sensemakingand 'knowing' of managersas well as the
study's contributionsare presentedin sectionfive. Sectionsix concludesthe discussion.

8.2. General Level Finding
The study into the Ethiopian top-level managers'businessknowledge revealed that at a
general level this group of managershad partial, uncertain, differentiated, contestedand,
culturally and historically specific (situated and located) knowledge about their
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situation where goals, alternatives and
decision situationswere highly ambiguous,unfamiliar to them and their organizationsand
there is no prior experienceto draw upon. As thesemanagerstry out ideas and actions to
discover goal and alternatives, amidst varying and conflicting influences, the decisiondisconnected,
influenced,
be
to
and survival-oriented
making activity appeared
politically
(see, pp:222-25). So, in general the Ethiopian managersfound the notions of 'market',
tstrategy', 'strategic level knowledge' and 'capabilities' to be problematic. The practical
meaningsof theseconstructshad not yet beenfully comprehendedby them. Managerswere
not as transformative and radical as would have been expected during a period of an
institutional flux or void.
Now if we move beneath the overall, general level, some differences were found at
organisationallevel. Thesecontrastingfindings are consideredbelow.
8.3. Summary of Major Findings at Inter- Organisational Level
The study into the sensemakingand knowing of the Ethiopian top-level managers
produced five key findings at organisational level that revealed differences in how
managersmake senseof the sharedexperiencesin different ways. Thesewere:
1)

Managers'knowledgeof environmentrangedfrom somemanagersconsidering
it as conducive and stable to others interpreting it as unpredictable,uncertain
and threateningfor the operationof their businesses.Theseinterpretationsand
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'knowing' of environment,in turn, led managersto having different levels of
confidenceand trust (high to low) in the Ethiopian government'scommitment
to fully market-orientedeconomic system. This finding is discussedin 8.3.1
below.
2)

Managers' level of responsivenessto environmental situations ranged from
reactive, defensive and survival oriented responsesto more proactive/active
ones.For most managersthe notions of strategyand strategizingpracticeswere
problematic, ambiguous but also emergent. However, emerging dominant
logics were useful as simplifying and filtering mechanism to the strategic
responses they were making. Guided by the emerging dominant logics,
managersemphasisedthe use of clusters of strategies,core strategy varying
across organisations,to make their organisationssuccessfuland competitive.
This finding is discussedin 8.3.3below.

3)

While some managerswere increasingly becoming familiar with a formal,
politically influenced strategy process, others did not have a well defined
strategydevelopmentprocesses.The latter types of managersexperiencedless
formal implicit and incremental strategy processes.The key aspects of this
finding are discussedin 8.3.2below.

4)

Managersidentified internally focusedas well as externally focusedknowledge
and capabilities to deliver their responsesto market and institutional pressures.
However, most managers found the identification and development of
knowledge-basedresourcesand capabilities difficult and problematic. This
finding is elucidatedin 8.3.4 below.
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5)

Evolving forms of managers'knowledgerangedfrom more formal, explicit, in
resourcefulenterprisesto more practical, situatedand locatedknowledgein the
lessresourcefulones.This finding is discussedin 8.3.5 below.

The above differencesin the managers'sensemakingand 'knowing' of environment,key
organisationalissuesand the natureand forms of evolving knowledgeare discussedbelow.
Table 8.1 below surnmarisesthe key findings showing what polarised patterns were
dominantat organisationallevel and their correlationswith organisationalattributessuchas
size, ownership,maturity and resources(slack) availability.
Table 8.1. Key differences in Managers' Knowledge

I

2
I

Patterns
Interpretationof environment
9 Conducive,stable
e Uncertain, threatening,unpredictable
Strategyand strategizing
a Formal, influenced externally/politically
e Less formal, incremental/survivaloriented

Which organization?

Strategicresponsefeatures-responsiveness
" Growth oriented/opportunistic

3

"

* Stateenterprises,large
e Private enterprise,small in size
0 State-ownedenterprises
Private, new /old

New (private bank) + enterprisesin
policy encouragedbusinesses
(tanneries)

Defending/ reacting/survival-oriented
0 Incumbentbank, old and those opento
foreign competition

Requiredresourcesand capabilities
" Internally focused
o Externally focused

4

I
5

"

Spanning

Forms of evolving knowledge
o More formal/ theoretical/technical
o More practical, situated& located

0 Old, state-owned,defenders/reactors
0 New, more marketizedenterprise
(statelprivate)
0 More marketized
0 Large, state-owned,banks
0 Small, private, manufacturing

Eachof thesefive patternswill now be discussed.
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8.3.1. Certainty/uncertainty of Managers' Knowledge of 'Environment'
As described in 7.2 (pp: 186-206), the external environment was seen as threatening,
uncertain, and unpredictable by most managers.For a minority it was understood as
improving in relation to the successof their business.Key aspectsof this and evidences
supportingthesepoints are explainedbelow.
This study results showed that different managersmade sense of the environment in
different ways and their knowing of it was subject to changesdependingon the changing
roles and contexts.Although managers'knowledgeof the environmentdisplayedits pathdependence,it was also influencedby how they interpretedand enactedthe environmentin
which their managerialpractices are situated. For instance,managersoperating either in
policy protectedor policy encouragedbusinessesinterpretedthe environmentas conducive,
munificent and stable. Especially most managersfrom the state-owned enterprises,as
presentedin 7.2.1 (p: 191), had views that the political/ policy environment is relatively
providing an opportunity for them (with exception of the recent political instability). The
state-owned bank managers' accounts suggested that flourishing micro fimancing
institutions; an increase in the number of small and medium enterprises; the state
infrastructuredevelopmentprojects; the establishmentof a SpecializedMonitoring Agency
for public financial institutions; foreclosure law for banks to be opportunities to expand
their banking business.This was describedin table 7.2, pages195 and 203. For managersin
both tannery organisations, however, it was the high international reputation of the
Ethiopian sheepskinsand goatskinsthat was seenas providing opportunitiesas describedin
7.2 (p: 195). The banks managersknew the competitive environmentto be conducive due
to the absenceof new entrantsto the banking industry becauseof increasedcapital ceilings
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and a policy barrier that prohibited the entry of foreign financial institutions. Evidences
supportingthis discussionwere presentedin pagenumbers198-200.
Managersknew, to a certain extent, the dynamics of the Ethiopian government'sreforms
devolution
dethe
of
and
power
and
control,
centralisation
programmes,
of
political
centralization of implementation of policies to the regional states. The two top-level
managers' interpretation of environmental situations demonstrateshow these managers
held uncertain knowledge about the dynamism and unpredictability of the environment.
This point is supportedby the evidencecited in 7.2.1 (p: 193) and illustrated briefly here.
"Rules and regulations change over time affecting current project decisions or the
implementationof the approvedones" (ManagingDirector, Private Leather Co, 2004)
And
"All in all forecasting and predicting the business environment is very difficult in
Ethiopia: all the political and regulatory changesare unpredictableand we can't foresee
what would happennext" (Vice President,PB, 2005)

Hence, managers knew that some aspects of the institutional environment were
dynamically changing while others were static or slow to evolve, and these becamethe
causeof significant uncertainty for them and their businesses,as was the case in Russia
(Puffer and McCarthy 2001, Stoner-Weiss1997).
Managersreportedthat recent improvementsin macro--economicand policy environments
were overshadowedby uncertainty and challengescoming from the micro environments.
Managersraisedissuesrelatedto licenseand registration,customs,tax, land acquisitionand
ownership right, property right protectionsby police or judicial systemsetc, and said that
lots of things remain constraining.The following quote from the managingdirector of the
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leathermanufacturingcompany(cited in 7.2.1 pageno. 191 and reproducedbriefly below)
is illustrative:
"How would I get licensesfrom the ministries, how would I pay my taxes,how would I
go to the court and get judgment ... Theseare things to be desired;and a lot remainsto
be done in that direction. When things come down to the grassroots level, there are still
institutional settingswhich arenot in place". (President,EMIA, 2004)

Furthermore, even at the macro level, the reported frequent changesespecially, in the
policy, legal and regulatory environmentsresulted in erodedbusinessconfidencein longterm investment.Thus, most top-level managershad less trust in the deinstitutionalization
trajectory. Some issues that would help explain these managers' interpretations are
discussedin 8.5 below.
This study finding addedsignificantly to the extant empirical works done on the Ethiopian
businessenvironment(Nega and Moges, 2003; UNCTAD, 2003; EIC, 2004; EEA, 2004;
World Bank, 2006). The focusesof thesestudieswere on private sector developmentand
foreign direct investment (FDI). Hence, the discussionsand conclusions made in these
investor
in
businesses
the
to
the
cases
and
some
private
studies are related
perception of
perceptionsat global level. Hence, they are useful to triangulate with what the studied
managersmadesenseof the important aspectsof environment.
For instance, the Ethiopian businessenvironment was perceived negatively in attracting
foreign direct investment (FDI) (UNCTAD, 2003). Yet also as a suitable location for
investment but constrainedby limited purchasing power and volatile economic growth
(Foreign InvestmentAdvisory Service[FIAS]).
Despite the reported recent improvements in the investment climate (EIC, 2004; EEA,
2004) the researchfindings suggestedthat regardingbusinessconfidence"in majority of the
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cases (62%) the situation in Ethiopia discouragesbusiness, hence investment, and
deterioratescompetitiveness"(Nega and Moges, 2003: 16). The recent study of the World
Bank (2006:25) also suggeststhat the "business environment remains difficult" when
comparedto Vietnam which sharessomeelementsof the growth strategythat Ethiopia was
following. Moreover, the report described that there is a risk that recent political
developments may impede private sector development, and adversely affect private
investment, including foreign direct investment (FDI). Ethiopia also compared
labour
in
indicators,
the
of
skilled
and
supply
and
unfavourably on most governance
infrastructureservices.
While the extant empirical works cited above were mostly basedon survey researchand
tried to seethe environmentas objective entity out there, this study, basedon managers'
knowledge and framing, illuminated how managerscreatedand enactedenvironment,and
how the way they noticed and knew its important aspects,significantly affected their
decisionsand actions.

8.3.2. Formal, Politically Influenced Versus Less Formal Strategy Process
In the state-ownedenterprises,managers'strategizingknowledgewas highly influenced by
the ongoing politics and policies. Power relation was evident in the sensemakingof these
managers.In most caseschangesand strategytemplateswere imposedfrom the aboveand
these served as acts of expression of power which subsequently shaped what these
managersaccepted,take for grantedand enacted.Evidencefor this finding can be found in
subsection7.5.2 (pp: 223-24). In the statebank, managersused westem managementand
strategicplanning concepts(framework), aided by consultants,for organisationaldiagnosis
and strategy development.In the other extreme, however, managersin the state garment
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were not able to articulate their businessstrategy and were less familiar with 'modem'
managementpractices than other state-ownedenterprises' managersin the sample. In
private businessorganisations,the concept of 'strategy' itself was problematical and was
not yet fully understoodby managers.Managers,thus, engagedin less formal, survivaloriented and incremental strategyprocessas describedin 7.5.2 (pp: 225-26). The private
bank managers,however, tended to use intuitive and incremental approachesto identify
strategic issues. Executive and board levels managementthen

intensively discuss and

debateon theseidentified strategicissues.
In the process,while somemanagersin a number of organisations tried actively to enact
the environment,other managerswere more cautiousand preferredto hold a 'wait and see'
attitude. Thus, the ways thesemanagersengagedin strategizingpractice were reflections of
what these managers in circumstancesjudged as appropriate actions, response and
behaviourto deal with complex or ambiguoussituations. Thus, managerswere attempting
to interpret and explain sets of cues from the environmentsthat influence their choice
making behaviours.

8.3.3. Proactive to Defensive,Imitative, Strategic Responses
It was reported in 7.5.2 that top-level managersin the state-ownedand privately owned
enterprisesvaried in the level of responsivenessto environmental situations. Did these
managershave a very clear understandingof the purposes of their organisations and
appropriatestrategy tools to achieve these?What strategizingknowledge did they have?
This subsectionmakesdiscussionson thesevital issues.
The closer thematic analyses of data pointed to how the interviewed managerswere
struggling to manage their businesseswith varying level of responsiveness.It became
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evident that how managers'interpretedtheir organisationalcapabilities,its resourcesand
limitations (see,p: 206-10), as well as the industry context, influenced how they responded
to the environmentalsituations.For instance,managersin resourcefulenterprisesoperating
in policy encouragedbusinesseswere, to a certainextent,proactive and opportunisticwhile
those managers in enterprises lacking sufficient (without) resources and operating in
opened-upsectorsengagedin defensiveand reactive responses.Thus, how did managers
know the strategicfeaturesof the contentsof their strategy?
With regard to the content of strategy,this study found that managers'presumptionsand
beliefs about what it takes for their organisationsto be successful,i. e., their dominant
logics, were varied and in consequencethey pursueddifferent strategiesas shown in 7.5.1
(p: 218-21). Thus, at organisationallevel, what managers defined as core strategyfor their
respectiveorganisations,were as follows: the statebank - to defend market sharethrough
improvements; private bank organic growth through branch expansion and improved
service delivery; state tannery- market penetration through partner fonnation; private
tannery - capacity expansion; and, state garment - no articulated strategy. Supporting
evidenceon this can be found on pages220-21. Not all the managers,however, discussed
whether or not these were multiple, independent, strategies or if they anticipate
synergies/links among them and therefore a part of a true 'logic'.

Therefore, my

classification could be taken as the researcher'sinterpretationsof managers'analysesand
narratives but simultaneously surfacing hitherto uncovered insights. This means that if
asked, managers might not be able to describe the core strategy as presented here.
However, the key insight coming out of my study is that managers' knowledge of
appropriatestrategy(ies)can convergeat organisationallevel even though some time they
could not articulate it well. This study also found that the three most important
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supplementarystrategiesdescribedby the interviewed managerswere the developmentof
human resourcesskills and competence,the improvementof processesand routines, and
new product/service development,as illustrated in Figure 7.2 (p:221). While managers
describedvarious training and exposureprogrammesas strategytools to achievingthe first
strategy,using processor banking technology and organisationalrestructuring, including
businessprocessreengineering,were consideredas means for the second.New product
(services)developmentas a strategywas emphasisedby many managersbut only a limited
number of organisationswere able to introducea few new productsand services.A limited
amount of finished leather in the tannery organisationsand a few new services in the
governmentbank were aspectsof new productdevelopments.
However, the above discussiondoesnot reveal the whole story. Managers' knowledge of
4appropriate'strategy alternatives and tools was contestedas well as characterisedby
ambiguitiesand strategicconfusion.This is discussedbelow at inter-organisationallevel.
The statebank managers,with the help of consultantsand driven by the country's financial
sectorreform program, engagedin an organization-widetransformationprogramme.Some
of the expected consequencesof this ongoing strategic change were a changed
organisational structure; the introduction of new products and services supported by
customer friendly banking technology; and the handling of valued customers by
relationship managers(Corporate Relationship Department). The bank, five years back,
became the first and only bank to pioneer ATM services in the country but without
adequate feasibility studies or systematic strategic analysis. The taken-for-granted
assumptionby the then managerswas that their bank would attract more valued, wealthy
customers;outperform competitorsand regain its market share; decreasethe branch work
load and could appropriatea first mover advantage were not realised. Still, learning from
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changesthat result in no fundamentaltransformativechange. The bank in the processof
recovering from performanceproblems and confronted with ambiguity, showed signs of
strategicvacillations (Hambrick and D'Aveni, 1988)and an excessiverisk willingness but
the successof its endeavoursremainedto be seen.
Similarly, the state tannery managers' knowledge of strategic analysis of alternative
strategytools was incompleteand lackedclarity. The successfulimplementationof the state
tannery's 'market penetration' strategythrough processimprovementswould dependon
the availability of the required quality and quantity of inputs (raw hides, sheepskinsand
goatskins,and chemicals) and on the recruitmentof leathertechnologists, and the number
of new entrants to the industry. Of these, the first two were mentioned by interviewed
tannery managersas significant sourcesof challenges/problems not only to the tanneries
but also to the leather industry as a whole. In such situations, improving technical
efficiency of the plant through investmentin new processtechnologyand hiring of process
technologistsmight not lead to the scopeand scale efficiency desiredby the management.
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Both the state bank and tanneriescasesillustrate that the top managementwere doing all
the right things on the surface.They claimed they were proactive as well as defendingtheir
market sharebasedon their sensemakingof the competitive environment. Yet the changes
undertakenwere not informed by an adequateanalysis of the enterprise'sresourcesand
capabilities,suppliersand customersevenfrom the task environment.
The state garment managerswere keen to undertakeorganisationalrestructuring starting
with defensive adjustmentsaimed at survival under changing environmental situations.
Thesewere seenin their desireto lay off what they perceivedas old and inefficient workers
and to introduce a product mix based on made-to-order arrangements.While these
managerssucceededin entering the US and Greek markets in a very limited scope,they
were not able to undertake organisational restructuring and lay off workers due to
2.
in
labour
Thus,
to
the
able
engage
were
not
government
policy constraints
managers
deeperstrategicand organizationalrestructuringthat would have beenthe meansto build a
new, competitive business. These managershad no articulated strategy and strategizing
process,and were reactive. As a result, the empirical evidencepointed to continuity rather
than radical change. This finding accords with the studies of Wright et al., 1988 and
Newman and Nollen, 1998.
To encapsulatethe discussionso far, what managersknew, and how they came to know,
influenced and guided the ways they saw,noticed, interpretedand respondedto internal and
externalorganisationalissues.But it could be true also, sometimes,that the knowledgethey
2

All the managers interviewed in this enterprise raised this issue as one of the
The
constraints.
major
General Manager's description of the then situation supported this point and represented such views.
Becausethe factory is state-owned,I can't say to my employees that they're 'aged' and hence fired as
well as I can't hire new ones. I have no authority/power on this. The existing labour law as well as the
government policy doesn't help me to execute this. I have to keep these people working even though
they're inefficient and account for high overheads cost. We weren't successful in our proposal to
undertakeorganisationalrestructuring (GM, StateGarment, 2004).
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held was fallible, was partial and not necessarily (always) useful for organisational
purposes. Moreover, the discussion thus far implied that the state-owned enterprises'
managerswere acting basedon their preconceptionsabout 'appropriate' strategy to deal
with uncertainty. As Weick et al., (2005:306) aptly described"people don't know what is
the 'appropriate action' until they take someactions and seewhat happens".Hence, these
managerswere trying to learn from their experienceand action that are underpinnedby
their preconceptions. Power relations also shapedwhat these managersenacted,their
identities and what they believedas 'appropriate' organisationalactionsin their context.
On the other hand, the private bank managersclaimed that they were capable, well
experiencedand have had good relationshipswith their shareholdersand customers.One of
the senior presidentscommentedthat they "have good managementcapability and that is
why we have sustainedgrowth and profitability every year". They have been using these
relationships to enact the environment and engagein growth strategiesthat puts their
company as prospector (proactive). The private tannery managers,on the other hand,
maintained good relationshipswith input suppliers locally and buyers internationally and
used this communicationand relational capability to enact the environmentand engagein
non-codified strategythat kept the companygoing from strengthto strength.The strategy
feature of this organisationwas more entrepreneurialthan in the other cases. On a wider
plane, however, a number of managers'narrativesrevealedthe prevalenceof opportunistic
and survival-oriented strategies by maintaining informal relationship based on ethnic
political ideology to get better servicesand to mitigate institutional pressures.In this case
managers'situatedand locatedknowledgewas important.
In other transition economies,enterprisesoften put up a web of interconnectedpartner
businessorganizations(Keister 2001, Pengand Heath, 1996;Peng2003). They do so partly
259

becausethey do not have the resourcesand capabilitiesto competeindependentlyin more
open markets, and partly becausethesenetworks can provide assistancein environments
characterizedby a weak institutional support(Peng2003, Pengand Luo 2000). This study,
however, found that Ethiopian businessmanagerswere weak in getting into cluster and
engage in network strategy locally and forming partnerships with foreign companies.
According to the accountone of managingdirector "The peopleare not yet readywith their
perception that they can work together". Possible explanationsabout this problem are
discussedin 8.5.1.

8.3.4. Internally FocusedVersus Externally FocusedResourcesand Capabilities
The resourcebasedview statesthat an organisation'scompetitive performancedependson
its idiosyncraticresourcesand capabilitiessuchas the ability of an organizationto learn and
changeflexibly. In referenceto the 'resource- and knowledge-basedviews or the 'core
competences'approach,at organizationallevel, managers'account of their organisational
resources and capabilities revealed that organisations differed in their idiosyncratic
resourcesand capabilities bases as described in 7.3 (p: 206-10). However, managers
level.
to
the
that
these
well-developed
required
reported
resourcesand capabilitieswere not
One of the fmdings of this study showedthat how managerssaw their existing capabilities
and future desired images of their organisationsshapedtheir thinking about the required
organisational resourcesand capabilities. These managersmake senseof the required
resources and capabilities in different ways inter-organizationally and sector-wise as
described in section 7.6 (p: 227-40). Their knowledge of the required resourcesand
capabilitiesrangedfrom internally focusedresourcesand capabilitiesto externally focused
onesto deliver their strategy.Evidencessupportingthis finding were presentedin Table 7.7
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(p: 229). In the state bank, managerssought to acquire both intemally and externally
focusedresourcesand capabilitiesthat would enabletheir organisationto defendits market
shareas well as to be proactive in new servicedevelopments.In contrast,managersin the
private bank sought resourcesand capabilitiesthat they thought would enable them their
strategicfocus of market expansionand provision of efficient servicesto their customers.
Managers in the state tannery tended to emphasizemore intemally and less externally
focusedknowledge and capabilities.In contrast,the private tannery and the state garment
managershad very narrow knowledge regarding the required knowledge and capabilities
but emphasised intemally-focused and exterrially-focused resources and knowledge,
respectively.
The thesis also investigatedhow managers,as strategists,were able or not to identify the
resourcesinside the enterprisewhich make it different and unique. Many managersfrom
eachorganisationswere able to identify their organisations'historical resourcesand in what
they were good at (competent). However, in some cases,managerswere not able to take
the inventory of the existing stock of skills and knowledge,what and how to develop the
required additional skills and competencesto deliver their organisationalgoals. Especially
identifying knowledge-basedstrategic assets(competences)were difficult to most of the
managers,given their organisations'history, routines and experience.Becauseof this, with
the exceptionof a few, most managerswere unableto describewhat core compelencestheir
organisationshad and were required to develop. Most managers did not have past
experiencesthat would allow them to developthesecompetences.Whateverentrepreneurial
spirit might have existedin private businessesin pre-socialistera was suppressedduring the
central planning era. Thus, similar to Newman's (2000: 609) observation,"the managerial
capability to be innovative and entrepreneurialwas absentin all but a few" organizations.
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This study results are consistent with the previous studies that suggest managers in
enterprises that have operated in centrally planned economies generally lack the
understandingof free markets,had inferior organizationaland managerialcapabilities(Luo,
1999), and their managersrarely have appropriate mindset and marke-oriented skills
(Filatotchev et al., 1996;Buck et al., 2000) to help their enterprisescompeteeffectively in
free markets.Then what did thesemanagersconsideras the possible ways to acquire and
develop the required organisationalknowledge and capabilities?Employees' training and
developmentprogrammes,the purchaseof new technologies,mimicking successfulothers
in their organisational field, experience sharing, hiring consultants, partner formation,
informal networks and capacity building programmesof the governmentwere mentioned
by interviewedmanagersas the ways for acquiring resourcesand capabilities.
Thus, many informants gave emphasesto acquiring formal, explicit, knowledge and
imitative (observational) leaming. In this subsection, I will discuss the imitative
managementlearningwhile the issueof formal, explicit knowledgewill be dealt with in the
following subsection(8.3.5).
Many managersin manufacturing and exporting enterpriseshad a great desire to have
exposurelocally and abroadto gain experiencein how things are done and adaptwhat they
seein their contexts. In banks, however, managersemphasisedthe significance of having
exposure to banking practices from developed economies. Imitating and mimicking
successfulothers were seen as essentialduring this transition period until they develop
innovative capabilities. This point is supportedby the analysis of one senior government
official which was cited in subsection6.4.3 (p: 181) and reproducedbriefly here.
"In general,enterprises
in manufacturing
needto begoodfollowersand imitatorsuntil
theydevelopinnovativecapability; be ableto introducequalitymanagement
systems
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that would reducetheir cost, enhanceproduct quality, and enter foreign market; be able
to learn ftom others who do better; create linkage with
universities..."(Director, EPPSA,2004, emphasisadded).

research institutions and

This finding is in line with what the organisationalleaming theorists distinguished as
observational leaming (Bandura, 1977; Weiss, 1990) and encouragesimitation (Huber,
1991), and what Oliver (1991) termed as mimicry responseto institutional processes.
Imitative processesmay be of particular importancein early stagesof transformationand
improve the former SOE's ability to appropriatereturnsfrom its existing resources(Zahra
et al., 2000). Nevertheless,observationalleaming often fails in turbulent environmentssuch
as transition economies,becausethey require adaptationof newly gainedknow-how to new
conditions requiring completeunderstanding(Huber, 1991;Van de Ven and Polley, 1992).
Likewise, causalambiguity reducesthe effectivenessof observation(Lippman and Rumelt,
1982).

8.3.5. Formal, Theoretical Versus Practical Knowledge
One of the key issuesinvestigatedin this studywas the identification of the evolving forms
of knowledge in a study context. From the data analysis, it was found that the nature of
knowledge held and used by managerscould be located in a continuum from formal,
theoretical,to practical knowledge.
During transformation attempts existing knowledge of managers is often rendered
inadequateand open to modification or replacement(Cook & Yanow, 1993).Becausethe
setting involved the imposition of a new way of working and managing, as well as an
attempt to change managementstyle, managerswere expectedto have an 'appropriate'
combination of theoretical and practical knowledge. These forms of knowledge are
discussedbelow.
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Formal, Explicit, Knowledge: Managersin someorganisationswere exposedto explicit
and technical knowledge through MBA programmes, consultancy works and formal
training. Given external pressuresand influences, these managers,to a certain extent,
regardedthe adoption of 'modem managementpractices' and conceptsas important, as the
following quotedemonstrates
"We're working towards introducing and incorporating the 'best international banking
practices' in our operationfrom aroundthe world". I'm sure it will make a difference"
(Manager,Bank Transformation,StateBank, 2004).
The adoption of western business practices and frameworks was considered useful by these
managers for two purposes: first, it enhances their knowledge base to operate in a
marketized and competitive environment; and second, it provides a better chance for their
enterprises to satisfy the efficiency or normative imperatives they are assumed to face. For
instance, the state bank managers, with the support of consultants strove to adopt
'international best practices' and undertook 'organisational transformation'. One of the
senior managers echoed: "we are undertaking business process reengineering (BPR) to
improve processes in operational areas and to bring in excellence to the banking services".
The president of the State bank also stated that "consultancy services significantly
contributed in complementing their efforts of institutional transformation".

Similarly, the

state tannery managers were adopting new procedures and systems from the partner foreign
company that took over the management of the enterprise in 2005.

Hence, more emphasiswas given to focus on the transmissionand reception of formal
codified knowledgebecausedoing managementtasksrequired certain skills (e.g. marketing
and strategizing, customer servicing) that had not existed before. New management
functions such as restructuring, relationship management, managing transformation,
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from
driven
by
the mighty
and
pressured
customer-orientation,etc.,
consultancyworks
international financial institutions and donor organisations,these managerstended to see
the direct inscription of technical knowledge and procedures as the viable means of
transforming their companiesinto Western-stylebusinessorganizations(see, Geppertand
Merkens, 1999). In such instance, knowledge acquisition was based on an implicit,
learning
internal
the
as
of
management
process
sometimes explicit, understandingof
imitation.
The discussion thus far implies how sensemakingplays a central role in cognitive
Gioia
&
1994;
Thomas,
Gioia
1991;
(Gioia
Chittipeddi,
&
al.,
et
reorientationsof managers
1996; Isabella, 1990). Hence, managers'knowledge structurethat defines and constitutes
how to do business in a changed environment has been changing incrementally from
comparisonwith previousexperiences.
Managers'practical

knowledge is used here to mean reasoning or justifications about what

and how they do the management job and whether the doing of it brings desires and hopes
for success of some sort. Practical knowledge thus can be taken as a reflection of the
relationship between purposes and goals.

As expected a priori, this study found that

in
how
lacked
knowledge
to
training,
a market oriented
operate
managers
of, and
prior
economy and hence had only a rule-based, undifferentiated outline of business management
in their minds, rather than the refined understanding of i?. Thus, managers tended to use
varieties of practical knowledge that were situated and located to run their businesses. This

3 There
by theinterviewedmanagers
participants
weremanyevidences
andnationallevel research
suggested
lackedpreviousknowledgeandexperiencein operatingin
supportingthe view that the Ethiopianmanagers
market-orientedbusinessenvironment.They describedthat 'managerslacked sufficient experiencein
in managingenterprises
to theworkingsof the markets','weakness
along
marketing'andin their 'exposures
the commerciallines' and about 'challengesof the transformationof the orientationsof the Ethiopian
businesses
from commandeconomyto themarketeconomy'.
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observationwas more evident in manufacturingand exporting enterprisesthan banking
organisations.
Managers'

situated knowledge:

Ethiopian managers' work differed in the context,

processes, and purposes of their practices because the context of managers was said to be
situated in particular problems encountered in every day activities (cf, Hutchins, 1993;
Lave, 1986). As such, managers tried to develop an understanding of the problems and
tasks that arise in particular situations - for instance, the urgency to become customeroriented; addressing performance problems; increasing efficiency - and of means-ends
activities that make up their solutions (Wallace, 1983). These managers' knowledge of their
practice was typically customised, connected to experience, and directed to the dynamics of
particular situations (Aram & Salipante, 2003). Thus, these managers' situated knowledge
was instrumental to them to deal with the specific situations encountered in particular cases
and hence forms an aspect of their practical knowledge. However, managers' situated
knowledge usefulness depended on to the extent to which these managers were able to
change their mindset and belief systems with changing environmental situations. In other
words, the situated knowledge was dynamic, fluid and could vary from situation to
situation.

Local knowledge: The interviewedmanagershad direct experienceof how things work (or
not) in their circumstances.Their local knowledgehad a direct bearing on practicebecause
it was cognizant of local issues that frame these managers' thinking and drive their
behaviour in a particular locale. Thus, local knowledge or located knowledge became a
variety of practical knowledge.For example,one aspectof managers'local knowledgewas
that it enabled the identification of and accessto critical resourcessuch as land, credit,
information, etc. interviewed managersdiffered in the ways they came to have local
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knowledge and held different knowledge. Managersin state-ownedenterprisesused their
connection to the government (resourcedependence,accountability, planning, reporting,
meetings,and party membership)to form and use local knowledge.A recent study's result
in Ethiopia showshow this might be the case:
"The managersof public enterprisesare membersof the ruling party; the managersof
the party-affiliated enterprisesare members of the ruling party central committee.
Managers of state enterprises are board members of other state enterprises. The
architects of government policies, directives, regulations and plan of actions are the
samemanagers,board membersand board of directorsof the public and party-affiliated
enterprises"(Teferi and Zerihun, 2001:4).

Managers in private businessesalso had their version of practical knowledge. For this
group of managers, identifying key resource controllers in the environment and
understandingthe prevailing institutional framework that might influence their decisions
and actions was informed by their local knowledge. These managers' local knowledge,
thus, was instrumentalfor them to identify and establishgood relationshipwith local input
suppliers.
in summary,the foregoing discussionson main findings show how managersknew to make
distinctions within a collective domain of action (Tsoukas,2005) and made senseof the
shared experiencesin different ways. Their knowing and sensemakingactivities enabled
them

to exercisejudgement on key organisationalissues and to interpret institutional

frameworks in which their managerial practices were situated. They held uncertain,
differentiated, contestedand fluid knowledge about their organisationand its environment.
Their knowledge was shapedand constructedin deep-rootedsocial, historical and cultural
fabrics (context). Managersusedtheir knowledgeas an active processof interpretation,reinterpretations,and sensemaking of the dynamic and extremely uncertain situations they

267

be
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to
in
drawing
their
context.
and
of
assumptions
on
past experience,repertoire
were
shownlater in 8.5, it is an active interpretiveprocesswherebymanagersseethe current and
future direction of their organisationsandthemselvesthroughthe past.
The foregoing discussionon the major findings could raise two important questionsabout
how managers'sensemakingand knowing of sharedexperienceswere different. In other
dominant
How
these
there
patterns
were
words, were
any observableemergentpatterns?
and internally consistent? The next sectionexamineshow dominantwere the patternsand
how internally consistentthey were and hence provide useful insight into the nature of
managers'knowledgeand sensemakingactivities.
8.4. Interpreting

the PatternS4

At the higher level of analysis, this study located a number of factors accounting for the
differentiated knowledge of the Ethiopian top-level managersabout the key prevailing
from
factors
issues.
internal
The
the analyses
emerged
which
external and
organisational

were:
The extent to which managersand their businessorganisationswere reliant for
strategizingand resourceson stateor marketmechanisms;
2.

The degreeof exposureto market influences(i. e. marketization)and whether the
studied organisationswere operating in policy encouragedor protectedbusiness
types

4 Here, it

would be important to provide clarification on the use of patternsto understandmanagers'business
knowledge during a time of turbulent transition. The above two dimensionsto locate the forms of managers'
knowledge of the environment and key organisational issues are used to illuminate in what context the
managers' business knowledge is shaped and constructed. Even though the managers' knowledge is
consideredto have its developmentaltrajectory, is path dependentand hence can display independencefrom
the objective reality facing them; the dimensions used are useful to further our understandingof how the
prevailing contextual factors influence and shape the knowledge they hold and how these managers'
knowledge in turn impacts on their decision-makingand actions on key organisationalissuesand enactingthe
environment.
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By deploying these dimensions as differentiating core analytical positions in spectrum, the
following two distinctive patterns emerged from this study. These pattern,, are presented in
tables 8.2 and 8.3 below.

8.4.1. Relative Dependence on State or Market Mechanisms
Table 8.2 below shows the patterns based on the extent to which the studied managers were
reliant on state or market mechanism for strategizing and critical resources. In essence,
managers' knowledge about the specific issues is located along the continuum and hence
can be considered as a relative position rather than as absolute and fixed polarity.
Accordingly, managers' knowledge dimensions regarding environment, IeNel ofconfidence
on government's commitment to a market oriented econornic systern, strategy process and
forri-is of knowledge was found to be located in two polarities as discussed below.
Table 8.2. More/Less Dependence on State
Key difference dimensions

- Environmentalview
Level of confidenceon
government'scommitmentto
market-orientation
Strategy process
Forms ot'knoNN,,
Iedi-,e

More dependent upon
state for strategizing &
resources
- Conduciw, stable
- Reasonably high

Formal, politically
influenced, externally
driven
More theoretical
State-owned

Less dependent upon
state for strategizing &
resources
I liccl-laill, 1111-Camling
and unpredictable
Low
Less fOrmal,
incrementaland
survival-oriented
More Practical
Private

Managers and business organisations dependent Oil the Stale 1,01,Stralegizing and critical
resources had more positive views of the environment, reasonably high IeNel of confidence
on the political management of the transition process and government's commilment to a
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market- orientation. Thesemanagersconsideredthe statesupportssuchas overall direction
setting, informational, resources and capacity building programmes as strategically
important. In turn, these types of managerswere subjectedto a politically influenced,
externally driven and formal strategic planning process.In most cases,managerswere
provided with organizing templatesand guidancefor the strategic planning process.The
governmentreform, restructuringand capacitybuilding programmeswere instrumentaland
usedas framesof reference(basis)for organisationaltransformationprogrammesand bases
for selection of strategiesin the studied state-ownedorganisations.For instance,the state
bank managers reported that most of strategiescurrently pursued by their bank were
derived from the country's financial sector reform programme. These managerswere
encouragedor otherwise provided with opportunitiesto use the managementconsultancy
services,advice and studies of the World Bank and IMF as well as to participate in the
strategicplanning and managementprogrammesof the government.This, in turn, led them
to developing more theoretical, formal, and explicit knowledge, despitethe fact that they
were also adept in using the locatedand situatedknowledge.Thesemanagers'connections
to the government became crucial factor in as differentiating the ways they saw the
environment and key organisationalissuesas well as the nature and forms of knowledge
they held. Thus, there seemed a close relationship between managerial affiliation or
connection to the governmentand their interpretationsof the environment as conducive,
stable and munificent, their engagementin a politically influenced, formal strategic
planning processand to hold more theoretical,formal knowledge.
Managersin private and privatised enterprisesdependedmore on market mechanismsand
less on stateinfrastructureto acquireresourcesand for their businessoperation.Essentially
managersin these organisationswere forced to rely for resourceson market mechanisms.
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Becausethe environmentin which thesemanagersoperatehas been known only vaguely
and was exposed to competition, they interpreted it as uncertain, unpredictable and
threatening for the operation of businesses.These managershad low confidence in the
Ethiopian government'sability to move away from a historic mode and its commitment to
a fully market-orientedeconomicsystem. Theseinterpretations,in turn, led them to have
less trust and confidenceon a de-institutionalizationtrajectory. Becauseof the perceived
uncertainty and ambiguity, thesemanagerswere not able to set clear organisationalgoals
and identify alternativestrategytools. Hence,the strategyprocesstendedto be less formal,
implicit and close. But managers in organisationsthat have sufficient resources and
capabilities were able to engage in an incremental strategy process to operate in
competitiveenvirom-nent.
Private enterprisesoperatedunder hard budget constraints. Moreover, entry and exit were
not entirely regulated by markets, as the private enterprises' capacity for survival and
growth was also constrainedby difficulty of accessto capital and raw materials controlled
by the statesector.There was a tendencyby the state-ownedbanksto offer loans and credit
more on the basis of political considerationsrather than economicones.Private enterprises
lacked legitimacy and the necessary4political
backing to enjoy reliable accessto capital and
thus were dependenton private - and often, informal - sourcesof credit. Partly becauseof
resourceconstraints,private businessmanagerswere unableto accessand use 'transferable'
formal, technical knowledge and hencetendedto use more the 'practical' knowledge that
was located,situatedand contextual.In Ethiopian condition, thus, it can be, more generally
said that private enterprises'managers'knowledge of the environment could define it as
uncertain,unpredictableand threatening,and leadsthem to have less confidencein the deinstitutionalisation trajectory. Thus, they tended to be without an articulated strategy
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process,or, if they had one, suchstrategyprocesswas likely to be less formal, implicit and
survival-oriented.

8.4.2. The Degree of Exposure to Market Influences
The seconddifferentiating dimensionof managers'sensemakingand 'knowing', this study
found, was the extent to which the organisationsthesemanagersbelong to were exposedto
market influences and whether they were operatingin opened-upor protectedbusinesses.
Here, market is conceivedin a broaderterm to include businessenvironmentelementsthat
have direct bearings on the operations of the business organisations.These elements
include customers/buyers,suppliers, competition (local and foreign). In other words, it
includes the 'task environment' elements, as discussed in sections 2.6.1,6.3

and,

subsections7.2.2,7.2.3 and 7.2.5. Thus, the extentto which enterprisesand managerswere
exposedto market influences (or pressures)is defined as the degreeto which enterprises
under study were exposed to foreign and local competition, demanding customers'
requirements and managing supplier/buyer relationships for critical resources. In this
differentiating spectrum,managers'businessknowledge could vary in form dependingon
the extentto which thesemanagerswere exposedto market influences.
The importance of this differentiating dimension lies in its utility in illuminating how
managers' sensemakingactivities are located in the context in which they are triggered.
Hence, managers' knowing about the important organisational issues could be shaped,
enabled as well as constrainedby the nature and structure of the industry, markets and
institutional framework in which their organisationsoperate.Accordingly, the enterprises'
position in this spectrumis partly determinedby whether they were operatingin protected
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or opened-up sectors/industries. Table 8.3 below shows this diffierence dimensions shaping
top-level managers' knowledge.
Table 8.3. Relative Exposure to Market Influences
Key difference dimensions
" En\ ii-011111clital
\ ic,ý\

Less exposed to market
Conduci\ e, propitious

" More Importance

Institutional environment

" Strategy

Medium to long-term

" Resources & Capabilities
" Industry /sector

- Inter-nally focused
w Banking/financial
Protected

More exposed to market
- 1,111-catermlo,
uncertain,
volatile
0 Task en,,ironnient
- Short term, survivaloriented, opportunistic
- Externally focused
- Manufactin-im, and export
Opened-up

In the study context, banks were the business organisations that were less exposed to
market influences due to the government policy that prohibits the entry oFforeign financial
institutions and to very limited local competition, as described in subsection 0.3.3 (p: 10770). Banks did not have financial services offering problems as the country is acutely under
banked and the demand for their services has been increasing despite stringent lendin',
I
policies and procedures in place. Thus, many managers in banking organisations viewed
many elements of the environment as conducive and propitious

I'or their business

operations and were optimistic about the future directions of' their organisations.

I lence,

they have developed medium to long terni views about their organizations.
In the absence of, or limited, competition and abundant actual and potential market, ilicse
managers put emphases on acquiring inore internally focused resources and capabilities
than externally focused onesý; These internally focused resources were meant to enhance
.

5

This

in subtlety. Since 2005, this view has been changing to
relative statement may need qualification
include both internally(see, p: 2522) as Iliesc managers'
and externa I ly- focused resources and capabilities
knowledge
defined for them that their bank should defend its market share as well as pi ovide nc\\ sci \ iccs.
This change in the knowledge
of managers also reflected in clusters of' strategies flieN used. On [he othei
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competenceand efficiency which would enable providing better customer service and
augmentinginternal operationalefficiency. Hence,thesemanagersconsideredthe elements
of the institutional environmentfollowed by market (not competitive)as the most important
aspectsof the environment.At national level, less exposedenterprisesfaced soft budget
constraints,administrative allocation of funds and materials, and limited autonomy. For
them, organizationaleffectivenessand performancewere measuredexternally in terms of
adherenceto administratively set targets(such as prompting social objectives). The key
groups were officials in the supervisingMinistries with whom such enterpriseswere in a
' which was the setting in which the resource
situation of 'symbiotic interdependence,
dependencemodel is most directly applicable(Aldrich, 1999).
In contrast, and generally, business organisations in manufacturing and exporting sectors
were more exposed to fierce local and foreign competition. The fieldwork documented a
wide range of evidence pointing to this exigent circumstance:

a significant number of

manufacturing enterprises, especially those small in size were closed and most of those
existing were unable to compete in opened-up market. Supporting evidence was provided
in subsection 6.3.4 (p: 170-72). High market exposures were a direct consequence of trade
and tariff liberalizations, and foreign exchange devaluation measures of the structural
adjustment programmes. In general, managers' knowledge in manufacturing and exporting
sectors defined for them the environment to be ambiguous, volatile and unpredictable.
Managers lacked certain knowledge of this environment and hence were pessimistic about
the future direction of their business organisations in the face of encroaching globalization.
As a consequence, they tended to use more opportunistic, disconnected and survivaloriented strategies and were short-termist in their views. The private enterprises' managers
hand,managersseemoreopportunitiesfor actionscomingfrom the institutionalenvironmentthanthe task
environment.
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competitive and market pressures
acquireresourcesand capabilitiesthat are exterrially-focused.
Managers highly exposed to market influences saw the most important aspectsof the
from
by
followed
the
be
a
policy
environment
environment to
a task environment
institutional environment as described in section 7.2 (p: 190-200). These managers
interpreted the environment as uncertain, threatening and unpredictable; their strategic
responseswere reactive, short-termist, opportunistic and survival-oriented; and where
capable,they soughtto acquireexternally focusedresourcesand capabilities.
In summary, the above two polarised patternsprovided fresh insight into the nature and
forms of top-level managers' knowledge, that is, the knowing of environment and key
organisational issues during a period of transition. The position of enterprisesin these
degree
by
determined
in
the
type
the
of
ownership,
spectrumsof polarisedpatternswas part
in
influences
policy protected
they
operating
to
or
not
were
of exposure market
and whether
or encouragedbusinesstypes. There were substantial variations within each ownership
type, and it is the variation in institutional setting,rather than ownershiptypeper se, that is
the key determinant of the ways these managers knew important environmental and
how
do
however,
issues.
hand,
On
show
these
clearly
the
not
patterns
organisational
other
managers'knowledge can be influenced by their historic experienceand this will be dealt
in the next section.
The above discussionson patterns help to further our understandingof how managers'
sensemakingis triggeredby the uncertaintycoming from the surroundingcontextsand how
their accountsof the situationsfacilitated the devising of what they thought as plausible
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actions, strategiesand ways of acquiring the required capabilities. The task of the next
sectionthen will be to presentthe implications and explanationsof the study findings.

8.5 Explaining the Findings and Patterns
This section attemptsto provide explanationsfor and implications of the study findings and
emergedpatterns. It thus seekspossibledeterminantsof the differencesand patternsof the
Ethiopian top-level managers''knowing' and sensemakingand the implications of theseon
theory and practice. These include the general interpretive mode of managers;prevailing
institutional framework and path dependence(implanted Marxist precepts, targeted
developmentpolicies, resourcedependence);the degreeof exposureto market influence
and the perceivedlevel of managerialdiscretion.

8.5.1. Managers' General Interpretive Orientation
Literatureson the interpretationof environmentsuggestthat managersrespondprimarily to
interpretation
depend
(Miles,
1974)
they
of
upon
actions
what
perceive
and strategic
et al.,
the environment (Schneider and De Meyer, 1991). Moreover, this strand of literature
acknowledgesmanagers' interpretationsto be subjectedto influences of multiple levels
(Hambrick and Mason, 1984; Miller, 1993). While, agreeing to these suggestions,this
thesis researchadds one important contribution to this strand of literature. In this study
context, the managerial/ organisationalactions were dependenton what these managers
thought as important aspectsof the environmentthat they regardedas having due impacts
on their businesses.The implication of this might be that managersdefine their categories
much differently from scholars(Ford and Hegarty, 1984). For instance,the terms such as
topportunity' and 'threats' are not polar oppositesand instead sharemany attributes, such
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as 'high importance' (Dutton and Jackson1987; Stubbart,1989:333) and this might be the
casein the interpretive frame of the Ethiopianmanagers.Ratherthan the degreeof change
in or hostility of the environment,the ways managers'knowledge define and prioritise the
important aspects of the environment was a main driving factor of these managers'
understanding, sensemakingand consequential actions. Hence, as discussed in 7.2.,
managers'knowledgeregardingthe environmentfocusednot on a generalenvironmentbut
on specific aspects/elements
of that environmentwhich they thought as importantfor and
impacting on, positively or negatively, their businesses.The implication is that managers'
knowing differs in details reflecting the situation they are in and being of that situation. As
such thesemanagerswere able to describeand analysethe narrow environmentthat they
thought as affecting their line of businessoperationwhile leaving asidethe big picture.
At organizationallevel, this study found that, for Ethiopian top-level managers,the most
important aspectsof the environinentinclude market, competitive, regulatory, politics and
policy environments. 'Ibis finding is consistent with May et al. 's (2000) study of
environmentalscanningbehaviourof Russianmanagers.The Russianmanagersranked the
sectors that are newest to the Russian environment as highest in strategic uncertainty
(customer/market,economic and competition), irrespectiveof the sector's classification in
either the task or general environmentcategory.Yet, the findings that perceived strategic
uncertaintyacrossthe sectorsdo not appearto prompt executivesto scanmore frequently in
the form suggestedby Daft et al.'s (1988). Their results indicate that among the Russian
executives, rate of change and complexity, are not only insufficient but are also not
necessaryfor predicting scanning behaviour. In fact, "importance alone, moderated by
perceptionsof sourceaccessibility,is the superiorpredictor of scanningfrequency" (May et
al. 2000:419).
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The finding that the Ethiopiantop-level managerssharedsimilar dominantlogic and beliefs
at organisationallevel regardinghow to make their organisationssuccessfulis consistent
with previous work in cognitive approachand institutional theory (Meyer and Rowan,
1977;Porac et al, 1989;Regerand Huff, 1993;Daniels et al, 1994).Thesemanagerscome
to share similar beliefs, schema and assumptionsas a consequenceof selection and
socializationprocesses,observationand other social and sensemakingprocesses(Hambrick
and Mason, 1984, Hodgkinson and Johnson,1994, Prahaladand Bettis, 1986). However,
this study contributesin a slightly different way to this strandof literature. The Ethiopian
managers'study showedthat not only can managers'knowledgeconvergeat organisational
level but also managersguided by the emergentdominant logic (strategicknowledge) can
engage in enacting clusters of strategies. In a nutshell, examinations of managers'
knowledge revealed that managerswere actively trying to combine multiple strategiesto
achieve desired outcomes,and this may representmanagerialattemptsto bridge multiple
streamsof knowledge.
Most managersalso had a greatdesireto learn through exposureto new ideasinternally and
abroad.Imitative managementlearning is often explainedwith referenceto institutionalist
arguments(e.g. DiMaggio and Powell 1983;Meyer and Rowan, 1977) that emphasizethe
need for managers to legitimate their decisions and actions to external and internal
stakeholders. This situation implies that these managers' sensemakingefforts were
susceptible to the influence of external actors. Ethiopian managers in ambiguously
changingenvironmentsthus face a dilemma sincetheir own survival dependedon an image
of managerialcompetenceand knowledge (cf. Soulsby and Clark 1998). It is clear that, in
these circumstances, 'imitation' is actually a very complex social accomplishment
associated,for example,with impressionmanagement,and not a simple structural process.
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Moreover, the nature of managerialclaims to 'have learned' Western practices may be
often misleading. The assessment
of one key informant was revealing:"People are good at
theoretical rather than practical knowledge", and went on to questionthe utility of formal
management training in transforming traditional managementpractices: "whether an
employeeis a graduateof Harvard or Oxford, businessmanagementin this country is at a
rudimentary level" (Director, EPPSA,2004). Hence,such leaming may amount to the
acquisitionand competentuseof Westernmanagementdiscourses,leaving changesto more
market economic practices either unrealized or significantly delayed (e.g. Clark and
Soulsby 1999;Vamosi 2001).
The discussion thus far implies that managers' competenceand skillful practices are
provisional-because they are always to be achieved. Managers' sensemaking and
presumptions shapedtheir beliefs regarding what it takes for their organisationsto be
successfulby meansof pursing clusters of strategies.But thesemanagersseemedto have
poor understandingof the trade-offs betweenalternative strategies.They were unable to
produce skilled performanceexpectedof them given various contextual constraints. The
following sectiondiscusseshow managers'sensemakingand knowing were achievedamid
thesecontextualconstraintsor enablers.

8.5.2. Prevailing Institutional Framework & Path Dependence
The Ethiopian managers' sensemakingand knowing processescould be explained with
referenceto the prevailing institutional fr=ework and path dependence.This is because
managers are socialised into 'expected sensemakingactivities and their organisation
behaviour is shapedby broad cognitive, normative, and regulatory forces that drive from
and are enforcedby powerful actors' in the environment(Weick et al, 2005:417). Three of
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such forces are discussedbelow: 1) the influenceof and issueslinked to implantedMarxist
precepts;2) the institutional framework, especiallythe targeteddevelopmentpolicies; and
3) resourcedependence.

Path Dependenceand the Influence of Marxist Precepts
During the socialist era (1974-91) there was no competition and managersgained their
information about demand and supply from the government's central planning body.
Moreover, the Ethiopian enterprisesalso typically experiencedlittle competition from
foreign producersor cheapimports becauseof restrictedimport activities. Managersin the
state-ownedenterpriseswere used to accomplishingstate imposed ambiguousobjectives
such as meeting the planned output quota, creating additional employment or serving the
interests of vertically integrated enterpriseseven at the cost of subsidy. As a result,
managers felt forced to set inconsistent targets, which, in the context of inadequate
performancemonitoring and governancestructure,increasemanagerialdiscretion or dilute
managerial incentives (Estrin and Perotin, 1991; Kornai, 1980). Extreme regulation was
designedto provide a high degreeof demandcertainty for enterprisemanagers.Thus, the
environmentof businessappearedto be stableand predictable.
Lack of sufficient managerialand other staffs' skills and competencewas prevalent. The
emphasison production activities, associatedwith 'meeting the plan' moved management
focus away from issuesof cost and quality management;a problem exacerbatedby the lack
of resourcesfor investmentin modemproduction technology.
As discussedin 6.2.1, since 1991 Ethiopia as a country has been making a cautious,
contentiousand gradualmove from the planned commandeconomic systemto the market
oriented one. As a result, the changein governmentin 1991 did not bring with it a change
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in precepts (perceptions)that informed the then influential actors in the environment policy and politics architectsof the system.
This present study conductedin 2004 & 2005 found that political, policy, market and
competitive situations were less known by business managersthan would have been
expected.Most managershad a low level of confidencein the government'scommitmentto
fully market oriented economic system.The governmentwas seenby these managersas
ambivalent in its policy directions on de-regulation, privatization, and liberalization.
Moreover, undertaking institutional reforms or establishingnew institutional frameworks
appropriatefor the market economyhavebeenvery arduoustasksfor the government.As a
result many institutional settingsessentialfor the operationof the market economicsystems
were not yet in place.
There had been dominant views that party affiliated business organisationshave been
receiving preferential treatments as well as created the business climate for 'unfair
competition' (see,p: 200). Theseviews bore double interpretations.First, it meant that the
governmentwas not up to its promise of 'creating an invigorating businessenvironment'
that would help the emergenceof the vibrant private sector,and second,the flourishing of
the democraticsystemwas questioned.
A recent study suggeststhat party affiliated organisationsin Ethiopia have a preferential
accessto strategicresources,imposeinvisible entry barriers to new private businesses,and
use institutions to their advantage. This report goes on eloquently describing the state of
affairs:
"Public enterprisesparticularly party-affiliated ones push law enforcementinstitutions
to invoke laws/regulations/directives,which were not practiced before if they lose the
game... Police were found reluctant to take action on illegal trade practices by party-
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affiliated enterprisesor kinship connectedthereto, despite available evidences. The
venueof court did not guaranteejustice on time in such cases.Unfair level playing field
hauntsthe private sector,asthe result (Teferi and Zerihun, 2001:5)
These situations created suspicion on the continuity of the other market-oriented policies,
despite the govenunent's evident success in adapting to some of the stabilization and
liberalization policies (see, p: 192-94,251-54).

Thus, managers in private enterprises had

less confidence in the government's commitment to a market-orientation and its ability to
move away from a historic mode. Some managers thus labelled the transition process as
about "bringing a controlled change' and seeking the "benefits of capitalism without
capitalists". In their view, "still the government and party play predominant roles in the
economy'. Evidence trails of this can be found in subsection 6.2.1 (pp: 150-53).

The effects of path dependencewere reflected in managerslacking prior knowledge and
experiencein operatingin market orientedeconomicsystem(see,p: 179 and 201). Many of
the interviewed Ethiopian managershave lived through three different regimes of feudobourgeoisie, socialist and current quasi market-oriented economic systems. They had
knowledge about how the private enterprisesoperatedalong with the stateenterprises;how
the private businesseswere bannedduring the socialist era and how private ownership of
businesseshas been reviving during this transition period. Thus, managers' knowledge
about the environmentand how to managebusinessorganisationswere rooted in their past
experiencesand theseformed the backclothfor the interpretationsthey made.
Institutional flux has been influencing managers' strategic decisions (Henisz and Delios
2002, Henisz and Zelner 2001) becauseof the political and economic costsof operatingin
the environment. When institutions change in unpredictable ways or when some of its
essentialelementsare missing, managersof enterprisesoperating in this environment are
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likely to focus on short-term decisions because of the inability to value long-term
investments.Long-term investmentsare lesslikely, and actionsto obtain neededresources
in the short term are emphasized,as managersseek to mitigate the potential hazards
(Henisz and Delios 2002). Managers' knowledge of these environmental situations
influencedthem to engagein opportunisticand survival-orientedresponses,and to focus on
short-term gains. The results of this study may explain the conclusion of a recent study:
"Traders in Addis Ababa are restrictedto quick-retum, short gestationperiod, low risk and
small capital requirement activities whose inter-linkage and extemalities are minimal"
(Teferi & Zerihun, 2001:58).
The possible consequencesof the above discussedissues culminated on what these
managersreferred to as "a deep-seatedmistrust betweenthe Ethiopian businesscommunity
and the government".Businesscommunity becamemore suspiciousabout the government
rhetoric on the role of the private sectorin the national economicdevelopment.This issue
has clear interconnectionwith current political and power structure and the governance
systemin the country. The accountof one study reflectssuchperceptions:
"Often the developmentof a strongbusinessclassis suspiciouslyseenas a political rival
than a partner in development.Governmentswho seize power through a revolution,
military coup or through armed struggle on ethnic, religious or any other sectarian
grounds often have a little [trust]on the businesscommunity. As a result, the form of
governancereflecting state-businessrelation would be one of the mistrust, biased, less
supportive,and cost imposing" (Nega and Moges, 2003:9).

In summary,the legacy of socialismand embeddedMarxist precepts,and the government's
view of the role of the statein development,the study results showed,had a major bearing
on the businessmanagementpracticesand the ways the Ethiopian top-level managers saw
their internal and externalenvironmentalsituations.
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Targeted Development Policies
Previousempirical studiesshow governmentpolicy makershave the ability to alter the size
of markets through governmentpurchase;to affect the structureof markets through entry
and exit barriers and antitrust regulations; to alter the cost structure of the enterprises
through various types of legislation pertaining to multiple factors, such as employment
practicesand pollution standards(Gale and Buchholz, 1987);and to affect the demandfor
products and services by charging excise taxes and imposing regulations that affect
consumptionpatterns(Hillman and Hitt, 1999:826)
In this study context, also the prevailing institutional framework, especially the state's
developmentpolicy, could help to explain in what context the Ethiopian managerswere
making senseof and acting upon on what they made senseof.

These managerswere

sensitive and 'knew' about, in unnecessarilyconstrainedways, which actions might be
acceptable, supportable or need to be avoided in prevailing Ethiopian environmental
situation (North, 1990; Powell & DiMaggio, 1991; Scott, 1992; Aldrich & Fiol, 1994;
Hillman & Keim, 1995).For instance,all the managersin organisationsstudied have had
knowledge of what types of businessesare encouragedto flourish and saw these as
providing opportunity for actions.
Managers in small organisationsthat lacked critical resourcesand capabilities considered
the environmentas threateningand uncertain although they had a chanceto benefit from
the export incentivesand a quota-freeaccessto the USA and Europeanmarkets.Becauseof
this, for instance,managersin the state garmentwere less responsive,reactive, and were
not able to develop externally focused resourcesand capabilities. On the other hand,
managersin the large statetannerywith slack resourceswere found to be proactive as well
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interpreted
how
in
Thus,
managers
as cautious and engaged market penetration strategy.
their existing organisational.resourcesand capabilities influenced the ways they responded
(proactively to reactively) to a set of cuesfrom the enviromnent.
Thus, as Haggard (1990) suggests,Ethiopian business organisations' accessto critical
resources has been very sensitive to the kinds of policies the Ethiopian government
implements to promote economic development and legitimate its power. Therefore,
institutional arrangements,as reflectedin governmentlegislation, developmentpolicies, the
nature of property rights, determinethe boundariesand paths for acceptableaction. As a
result, differences in strategic actions across organisationswere partly consequencesof
intensity
knowledge
in
the
saliency,
and
of particular
existence,
managers'
of variations
institutional arrangements.
Resource Dependence

Despite evident changesintroduced to make each and every enterprisemanageitself and
dismantling enterprise'schain of vertical linkages,still managersin state-ownedenterprises
dependheavily on the governmentfor critical resourcessuch as personnel,working and
investment capital, information and market search.Thus, the polarised patternsregarding
dependence
by
knowledge
be
theory, as
the
resource
using
managers'
can
explained
articulatedby Pfeffer and Salancik (1978), which characterizesorganizationsas dependent
for survival and successon resourcesthat must be acquiredfrom the external environment.
The key task is to establish effective mechanismsfor the acquisition of resources.That
mandatesa number of tasks.First, organizationsneed to assesswhich collectivities in the
environmentare important and what they need from them (Pfeffer and Salancik, 1978: 8488). Then they need to managetheir dependencerelations with those resourceproviders.
Most simply, they may comply with resourceproviders' demands.Alternatively they may
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balance, co-opt important elements, or merge with key resource providers via the
particularistic network of the enterprise'smanagers.Thus, managersallocate less time to
being competitive in a marketplace.
The lack of strategic factor/product markets which would have been the basis for
competitive performance and profitability
organisations' accessto critical resources.

has severely limited private business
In a shortageeconomy in which state and

collective competefor strategicraw materials,private businessorganisationsmay be forced
out of businessfor lack of raw materials,despitestrong market demandfor their products.
Nee (1992) reported similar situations regarding the characteristicfeaturesof marketized
private enterprisesin China. Given the insular nature of financial and money market in
Ethiopia, accessto the strategic resources,such as long-term finance for investment has
beenextremelydifficult.

8.5.3. Degree of Exposure to Market Influences
In Ethiopia enterprises' exposure to market influences varied widely.

Enterprises in

financial services,telecommunication,utility etc., were policy protected(pp: 150,168) but
other enterprisesin manufacturing and export were highly exposedto market influences
(for instance, see, pp: 170-72). There were also many enterprisescharacterizedby the
institutional baggageof excesslabour, outdatedprocessand production technology. The
caseof the stategarmentmanufactureris an instanceof this. On the other hand, managers
in privately owned enterprises,while varying on the level of marketization, were highly
dependenton market mechanism to acquire resourcesand for better performance and
competitiveness. Thus, the variations in managersknowing of the important aspectsand
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attributes of the environment and key organizationalissueswas partly influenced by the
perceivedlevel of exposureto market influences.
At the generallevel, the Ethiopian managersseemedto 'like' and at the sametime 'fear'
the free market spirit (cf, Vlachoutsicos and Lawrence, 1990). Historically, Ethiopia has
never experienceda fully functioning market economyand the sameholds true also for its
managers.The deinstitutionalisation- erosion of old values and these being replacedwith
new and emergentvalues, norms, and routines- these managerswere wary about what
would fully liberalized market economybe like and how they would be able to do business
in such a changedenvironment.Given, in most cases,their inability to competein a current
quasi- market, less liberalized economy,they were pessimisticabout the future direction of
their business organisations.Managers' knowledge of operating in a more marketized
setting prioritises for them the importanceof salesand profit for survival and growth. They
knew that capital, inputs, and human resourceswere to be acquired through market
channels at market prices. These managershad significant autonomy in respect of the
product and market domains they occupied, and the key providers of resourceswere the
customersfrom whom revenueswere derived followed by suppliers of materials, finance,
and technology. Hence, this type of managers gave more importance to the task
environmentelements.
For enterprises'managersoperatingin a more marketizedsetting the co-option of officials
through close connectionsstill has value, correspondingto the 'relational' approach to
corporate political strategy in market economies,identified by Hillman and Hitt (1999).
However, as Pengand Luo (2000) also found, network assetswere becomingless important
determinantsof performanceas they becameless effective meansof ameliorating resource
dependence.Instead, survival dependedupon selling products at a balance of price and
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from
(Guthrie,
1998).
Attracting
that
revenue
quality
will provide positive net revenues
customerswas the key requirementand resourcedependencewas best mitigated by using
'strategic choice' to securethoserevenues.While the resourcedependenceapproachmakes
a key contribution by highlighting the differences between less and more marketized
latter.
in
former
the
it
than
the
the
appropriate
situations,
strategies prescribesare more
Enterprisesin more marketizedenvironmentsare no longer in a particularistic situation and
hencetheir strategizingneedsto take a different form.
The manager'simmediate task in the new market oriented environment includes not only
issues
issues
but
regarding market, competition,
strategic
also
production and staffing
issues.
These
broader
awareness
organisational
strategy, organisational capabilities and
below:
knowledge
in
shown
as
evolving
were reflected managers'
"Fo be able to operate in a competitive environment we consider increasing our
production capacity, improving product quality, and satisfying our customers as
important issues"(GeneralManager,StateGarment,2004)
And
"Filtering the environment for information on global market, systemsand procedures
that would enable competitiveness should form an important management task".
(Director, EPPESA,2004).
Thus, managers were feeling the need to change their knowledge base that underpins their
decision-making to make their organisations successful in a changed environment.

From the institutional-basedview of strategy, however, this study found that Ethiopian
businessmanagerswere weak in getting into clusters and engaging in network strategy
locally and forming partnershipswith foreign companiesduring this transition period. The
volatile economic situation, traditional businessmanagementpractices and mindsets of
businessoperativesmay accountmainly for this quagmire.The supportingevidenceswere
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presentedon pages163,175-78, and 201-02). The unpredictableeconomicsituationsmade
it difficult to form even simple long-term relationships and networks. Previous research
suggests that economic instability undermines and weakens incentives for long-term,
cooperative businessrelationships and hinders creation of efficient private institutional
arrangements(Biggs and Shah,2006). A shock prone Ethiopian environmentmade it more
difficult to predict partner's gains and underminedthe effectivenessof repeatedinteraction
incentives. In stable policy and economic conditions, contractsand businessrelationships
have a predictable value. However, unforeseenshocks change all of this. Relational
contractswere thus much harder to sustainin a shock-proneenvironment,becauseit was
hard to predict the behaviour of the businesspartner and to value the relationship. In such
an environment "tight, ethnically-based, business networks thrive" (Biggs and Shah,
2006:4) which, to a certainextent,was the casein Ethiopia also.
Second,the prevalenceof traditional businessmanagementpractices;the businessculture
that doesnot admirebusinesssuccess(see,p: 152 last bullet point); and the people's lack of
readinessin their minds that they can work together(p: 177) were the factors hindering the
potential advantagesthat would have been gained from networking, forming business
associationsand businessclustering. There were many managerswho were felt frustrated
about this state of affairs. This discussionis supportedby the evidencecited in subsection
6.4.1 (p: 177) and illustrated againhere:
"Over the years, we've been kept separatefrom each other, and I think it
becomes an impediment to getting into clusters, sharing information and
experience. Even what has been happened in the last ten years kept us
fragmented: associationand dissociationeffects
Maybe now, we are more
suspiciousofeach other than before.(President,EMIA).
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The above viewpoints were well documented and supported by the analyses of the
interviewed experts, govemmentofficials and representativesof the businessassociations
as presentedin 6.4.1.

8.5.4. Perceived Level of Managerial Discretion6
Why were many of managersin state-ownedenterprisesless responsive,reactive and risk
level
discretions
factors
Two
to
that
of
were the
perceived
seemed affect managers'
averse?
ways these managers were appointed and the continued government restructuring of
managers'roles. Theseare discussedbelow.
First, a particularistic approachto managerialappointmentswas prevalent. In other words,
managerssecuretheir positions and associatedbenefits on the basis of who they are: their
loyalty to party structure and belongingnessto the influential actors in the environment.
Thus, managementand managerialroles in the state-ownedorganisationswere/arehighly
is
legitimacy
linked
loyalty
Thus,
to
their
closely
managers'
politicised and contaminated.
to and compliancewith the political system.Their position in the political system meant
that it was difficult for managersto introduceand implementnew methodsor systemsother
than cascadedfrom or endorsedby the relevant supervisory authority or ministries. For
instance, the state garment managerswere unsuccessfulin implementing the proposed
inefficient
laying
they
old
and
as
perceived
organisationalrestructuring aimed at
off what

6 This

subsectiondiscussion heavily draws on the informal discussionwith many researchparticipants and,
partly on my fieldwork observationsand my past experienceas the managerand civil servant. Managersin
Ethiopia, due to political connection and nature of their appointmentto managerialposts, tend to be reluctant
to raise and discussformally the issue of managerialdiscretion in their organisations,Instead,they focus on
describing important organisationalissuesin referenceto administrative and, staterules and regulations, and
becomeevasivein their responsesif askedsomesensitiveissuesthat they think might affect theirjob security
and personalinterests.

290

workers. The prevailing formal institutions mademanagersless responsive,risk averseand
less transformative.
Second,the government'scontinued reorganizationand constantreshuffling of roles that
left managersand employeesunsure of what would happennext might be one sourceof
uncertainty to state-ownedenterprisemanagers.To borrow Bate's (1994) phrase it is 'all
change' again, and a whole new set of roles and relationshipswould have to be learned.
The focus was not to bring in a radical, transformativechangesbut a changein design.This
situation created the normal insecurity, and managersdeveloped a tendency not to be
involved in risk taking decisionsand activities. Hence,managersbecamemore precautious
than creative and responsive in their roles. Similar findings were reported regarding
Chinese managersin state-ownedenterprises:they

share a common concern for job

security and consequentlythey tend to avoid making proactive and risk-taking decisions
when facedwith uncertainenvironments(Adler et al., 1992,Tan, 2001).
The foregoing discussionsuggeststhat the governmentintervenesin the managementof
enterprisesduring the period of institutional change.The transition from centralplanning to
a market-basedeconomycarriedwith it an array of restructuringand privatization episodes,
in which the state intervened to pursue changing political agendas,to accomplish social
goals,and to protect 'strategic' companiesfrom market forces.At the extreme,state-owned
enterprises'managersfound it very important to selectively interpret signals coming from
the policy, political and regulatory environmentsat the expenseof interpreting signal from
market and competitive environments. Thus, ensuring their legitimacy by adherenceto
party and policy influences, coalition building intra-organizationallyand accumulatetheir
political power were the ways to ensuretheir legitimacy and accomplishmanagerialroles
and functions.

Hence, managerial discretion was constrainedand resourcedependence
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was relatively high, creating pressuresfor managersto leverage their relationshipswith
influential actorsin the environment(cf, Roth and Kostova, 2003).
Politically influenced and externally driven strategyprocessesmeant that the government
was likely to exercise manipulation strategy through different influences, pressuresand
control mechanisms.This situation suggeststhat the construction of organisationalreality
was in some significant measure likely to be influence-based(Gioia, et al, 1994). The
government authorities assign board members to oversee the activities of the public
enterprises.In return, for instance, the state bank and the state tannery managerswere
trying to build their legitimacy by compliance and to a certain extent by compromise
strategiesand the supportsthey get from the government.However, in unusualways, these
managers were meticulously using their institutional link with the government to
demonstratetheir organisations'legitimacy, worthinessand acceptability to other external
constituentswith whom they do businesses(Benson,1975).
In other regards,however, thesemanagerscould be viewed also as powerful actors if we
take into accountthe political dimensionof strategicaction (Child, 1997) and sensegiving
(Gioia and Chittipeddi, 1991). As is true elsewhere,someof the Ethiopian managershave
their own intereststhat they seekto realize in internal coalitions and external networks of
power. In making strategic choices, constrainedand enabled through their internal and
external situations, senior managers are 'practitioners of structure' (Whittington 2002:
131); whose local social logics shapethe strategic managementprocess. For instance,a
number of managersin state-ownedcase study organisationshave a chain of work and
ideological relationshipswith higher governmentofficials. This accessor connectednessis
based on the stake of the state as owner of the enterpriseand the enterprise's historical
contacts prior and during a time of transition. These relationships with powerful
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institutional actors provided them with both accountability as well as power in their
positions that would affect the way they 'knew' and respondedto changesin their external
environment.Thesemanagerswere to some extent better informed of the (likely) changes
in the macro and policy environments ahead of other managers in the private sector
directions
influence
to their
have
the
They
to
policy
power
organizations.
might also
organisation's benefit and could also use their power to gather support to their chosen
in
bank.
The
the
'bank-wide
transformation'
state
actions of
strategic actions, such as
but
in
for
the
the
study,
more
so
under
all
enterprises
powerful externalpartieswere critical
state bank, where the two top executivemanagementteamswere summarily removed and
replacedin the last six years.
From the sensemakingperspective,the discussionsthus far convey important implications
about managers'identity in the studiedorganisations.It appearedthat 'who thesemanagers
think they were (identity) as organizationalactors shapedwhat they enactedand how they
interpreted', which affectedtheir images(what outsidersthink they are). This interpretation
highlights that sensemakingis incompleteunlessthere is sensegiving. This is demonstrated
in this study when samplemanagerstried to make senseof changesand the implications of
thosechangeson their organisationsand then engagedin actionsthat meantto gain support
from various stakeholdersto their chosenplausiblecoursesof actions.

8.6 Chapter Conclusion
This thesis examined the Ethiopian top-level managers' knowledge basesthat underpin
their thinking and decision-makingon key organisational.issuesduring a time of transition.
The key question it investigatedwas: "How do managers in a transition economymake
sense of, and act upon, their environmentsand the developmentof plausible strategic
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responses? Primarily by using sensemakingand knowing lenses,this thesis contributedto
a better understandingof the processesby which managersin Ethiopia know how to make
senseof, and act upon, the 'differences that make a difference'. It showedhow managers
think and act and make senseof sharedexperiencesin different ways. Conclusionsfrom
this study are drawn at two levels: general level conclusionson the nature and forms of
managers'knowledgeand organisationalbasesof differencesof the managers'knowing.
At a generallevel, the Ethiopian managers'knowledgeabout their businesseswas found to
be highly emergent,uncertain, differentiated, incomplete and shapedand constructedin
deep-rootedsocial, historical and cultural fabrics (context); and it is not simply a reflection
of the current environmentalsituationsand 'facts' they havebeenfacing. In fact managers'
knowing is an active processof interpretation,re-interpretation,and sensemaking of the
dynamic and extremelyuncertainsituationsthey were in, drawing on their past experience,
repertoire of assumptionsand frame of reference.In short, it was an active interpretive
processby which managerssaw the current and future direction of their organisationsand
themselves(identity, image and future desired image) through the past. The knowledge
they held and their sensemakingprocessesdeterminedand defined for them how they saw
and respondedto the environmental situations and shapedtheir worldviews. Managers'
accounts suggestedthe businessenvironment to be extremely uncertain and ambiguous.
Thus, managersfound decision-makingunder such extreme uncertainty problematic and
had a great deal of difficulty learning to manageaccording to the values of markets and
capitalism (Newman,2000; Pearce& Branyiczki, 1993).Moreover, managersdefined their
organisationalresourcesand capabilitiesto be underdeveloped,their capability to engagein
strategic decisions to be limited and the articulated alternativesto be less known. These
situations resulted in "over reliance on existing routines, strategic confusion, and
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inappropriatemimetic changes(Newman, 2000:610) and observational(imitative) learning
(Bandura, 1977;Weiss, 1990).
But, at another level, this study revealed contrastsbetween managers'knowledge across
different cases reflecting the combinations of active managerial agency and multiple
influences they face. The following key conclusions at organisational level show how
different managersmake senseof their shared experiencesin different ways across the
cases.
Managers affiliated or connected to the government were more likely to
interpret the environment as conducive, stable and munificent; to engagein a
politically influenced, formal, strategicplanning process;and, to rely more on
formal (procedural)knowledgethan managers'in private businesses.
2.

Becauseorganisation-environmentcontext has been extremely uncertain and
dynamic, managersin private enterprisesand dependenton market mechanisms
for strategizingand resourcesare more likely to interpret the environment as
formal,
implicit
in
less
to
and survival oriented
engage
uncertain,unpredictable;
strategyprocess;and to rely more on varieties of practical knowledge that is
local and situated.

3.

Managers operating in the state-owned, policy protected or encouraged
businessenterprisesare more likely to give high importanceto the institutional
environment elements and less to the task environment aspects.Thus, they
focusedmore on developinginternally focusedresourcesand capabilities.This
group of managers were optimistic about the future directions of their
organisations.However, managers' levels of responsivenessto enviromnental
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4.

Managers in private enterprisesand who operated in opened-up(liberalized)
importance
high
likely
to the task environment
to
give
sectors were more
(market, competition, regulatory) followed by policy/politics and to develop
However,
focused
managerial
capabilities.
and
resources
externally
depended
to
on the extent to which
situations
environmental
responsiveness
they had developed resourcesand capabilities. Thus, managers in private
enterprises with developed resources and capabilities were more likely to
engage in proactive responseswhile other managers with underdeveloped
imitative
be
less
in
likely
to
their
reactive
and
responsive,
more
resourceswere
responseto environmentalsituations.

In summary, different ownership types had idiosyncratic institutional advantagesand
disadvantages.Thus, variations in managerialstrategicresponsesand what they sought to
develop as the required organisationalresourcesand capabilities, to more extent, were
associatedwith ownership types, the extent to which they were reliant on state or market
for strategizingand resources,the level of exposureto market influencesand the prevailing
institutional framework that determinedpaths of acceptableactions. In other words, the
degreeof managerialdiscretion and latitude for strategic choice varied among ownership
types due to different constraintsin external and internal environment(Meyer and Rowan,
1977;Miles and Snow, 1978).
The study also identified the general interpretive mode of managers, the prevailing
institutional framework and path dependence,and the perceived level of managerial
discretion as shapingand influencing managers'sensemakingactivities. In this fluid, and in
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some aspects,dynamically changing environment,the institutional context did not provide
appropriate organizing templates, models for action, and known sources of legitimacy
(Greenwoodand Hinings, 1993). As a result, in certain casesmanagersfailed to produce
accountsthat would have facilitated collective organisationalactions.
This thesis contributesto the ongoing debateson how top-level managers'judgements on
key organisational issues are based upon their sensemaking,knowing and forms of
knowledge and how these could be reflected on their decision and actions.

By

demonstrating that managersmay hold different forms of knowledge (from formal to
practical) it attemptedto advanceour understandingof the multifaceted and the dual nature
of organisational knowledge as compared to taxonomic, formistic thinking about
knowledge (Tsoukas, 1996). This study relates the organisational practices to the
institutional context in which those practices are situated. Moreover, it illuminates the
importanceof context and the political natureof managingand managers'knowledge. The
use of multiple theoretical lenses and micro-macroscopicapproachesto data gathering
would facilitate the transferability of the study findings to and help to make judgement
about other managersand organisationsin similar contexts.
On a wider plane also, this thesis representsa seriousattempt to span the cultural divide
between the western debates on knowledge and knowing, on the one hand, and the
Ethiopian businesspractice, on the other. Hence, it adds to the existing literature and
representsa worthwhile stepinto a new territory.
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CHAPTER NINE: CONCLUSIONS
9.1 Introduction
The point of departureof this thesis was 'Business Knowledge', which is a concept that
derived from the UK Economic and Social ResearchCouncil's programmeto investigate
the 'Evolution of BusinessKnowledge'. But whateverthe merits of BusinessKnowledge as
a tool for conceptualanalysis,it has not evolved to the point where it is viable as a way of
making sense of what a sample of Ethiopia's top-level managers do in practice (as
explainedin Chapter1). Accordingly, this thesisfocussedon the activeprocessoftnowing.
Specifically, it has been concernedwith what Ethiopia's top-level managers'needed to
know' in order to do business.And it haspaid particular attentionto the processesby which
they made senseof, and actedupon, changesin the institutional 'rules of the game' (North,
1990). Uncertainty meansthat managershave to use their experienceto make senseof a
confusedor partial picture.
Mindful of difficulties associatedwith concrete interpretations of the abstract noun
'knowledge', my focus was on the 'process of knowing'. Hence, 'sensemaking' and
'knowing' became primary 'tools' in a micro-macro perspective on the way in which
individual managers thought and acted within a turbulent environment. When the
institutions that enable and constrain practice are in flux, yesterdaycan be an unreliable
guide to tomorrow. Making senseof top-level managers'capacityto think and act relied on
an ability to appreciatethe institutional context in which they were thinking and acting.
While Westernmanagementmodelscan offer useful insights into what 'ought to happen' in
Westerncontexts,what managers'need to know' to 'get things done' in Ethiopia relies on
an appreciation of Ethiopian institutions and the way in which those institutions are
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changing. Whereas much of Western managementand business theory tries to perfect
'universal' models that will work in any context, my study of Ethiopian management
processeshighlights the role of local institutions in shapingthe scopefor local action that
'makes a difference'. Insteadof looking at either the macro level or the micro level, it is
important to considerthe nature of 'nested' relationshipsthat situate micro-level practices
(notwithstanding
is
Ethiopia
civilization
and
the
ancient
an
within
macro-level context.
turbulence associatedwith the presenttransition to a market economy) deeply embedded
expectationsare embeddedin its social fabric. These expectationsinfluence individual
thoughts and actions and it would be unfortunate if they were overlooked in the name of
'objective' representationsof BusinessKnowledge.
This chapter presentsthe conclusionsof my research,together with commentsabout the
thesis's potential contribution to different scholarly debatesand suggestionsfor further
work. It is organised as follows: conclusions and contributions on central themes are
four
Section
in
presentspractical managerial
three,
two
respectively.
presented section
and
implications. Limitations and directionsfor further work are presentedin sectionfive.

9.2 Conclusions on Central Themes
9.2.1 The Dimensions of Diversity
Ethiopian top-level managersin my casestudy organisationswere exposedto a variety of
pressuresand influences. Somewere challengedby increasingdomestic and international
competition,whilst otherswere shieldedby protectionistpolicies. All soughtto make sense
of changingpolitical, policy and regulatory situations.The world as the top-level managers
saw it was continually reshapedby what they learned in the course of their individual
experiences.
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At an organisationallevel, four key contrastingconclusionsemergedfrom this study. These
conclusionsreflect the combinationof active managerialagencyand environmentalfactors
that variously enabledand constrainedtheir capacityto 'do things' in a mannerthat 'made
sense'.
Managerswho had close connectionswith the state,which shieldedthem from
interpret
likely
their environment as
to
market mechanisms, were more
likely
factors
Political
to play a
were
conducive, stable and munificent.
know
They
to
in
about
needed
their
strategic planning.
significant role
from
their connectionswith the
that
arise
might
constrains and opportunities
be
found
discussions
this
Evidence
conclusion
can
supporting
and
government.
269-70.
157,183,192,205,221-24,241-44,250,253-54,263-64
and
on pages
2)

Managersin the private enterprisesstudiedwere subjectedto highly competitive
factors
were associated with considerable
pressures and market-rational
'muddling
through'
Their
of
amid
a
matter
often
was
strategy
uncertainty.
in
flexibility
'organic'
in
a
played
vital
role
circumstances:
unpredictableshifts
shapingand reshapingthe sensethat they made of confusedand partial pictures
be
found
Evidence
this
happening.
can
conclusion
on
supporting
of what was
pages 157-58,182-83,192-94,205-06,224-25,242-46,250-54,265-67

and

271.
3)

Managers operating in policy-protected and/or state-encouragedbusinesses
were likely to interpret and explain cuesfrom the environmentas conduciveand
to be optimistic about the future directions of their business.They could make
reliable predictions about what might happen next. This group of managers
made a set of distinctions tied to their operating environment. They provided
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in
institutional
task
than
the
elements
environment
more positive accountsof
accounting for their organisationalsuccess.They had learned how to abstract
stablepatternsfrom eventsin their experienceand were protectedfrom market
fluctuations. Moreover, variation in strategic response(active to reactive) and
interpreted
how
from
their current organisational
managers
resulted
capabilities
less
(capable
to
capable) and ownership types.
capabilities
resources and
Supportingevidenceand discussionsof this conclusion can be found on pages
184,190,194-98,199-200,223-24,242,256-58 and 274-75.
4)

Managersin privately owned enterprisesoperating in opened-up(liberalized),
importance
to
and
gave
prioritised
more
pressures
sectorsand exposed market
to the task environment (market, competition, regulatory). They developed
Moreover,
focused
capabilities.
managerial strategic
and
resources
externally
depending
how
from
they saw their
to
on
active
passive/reactive
choice varied
(whether
capabilities
capable or not).
and
resources
current organisational
Evidence corroborating this conclusion can be found on pages 194-98,200,
209-10,243-44 and 275.

A number of particular contextual factors appear to have influenced how managersin
Ethiopia made senseof, and acted upon, the 'differences that make difference'. Ongoing
transformationof the institutional setting involved imposition of a new way of managing
organisations(at leastrhetorically), accordingto valuesand norms that accompanymarketoriented businessactivities. Managers engagedin sensemakingamid multiple levels of
influences. Theseperceived influences included the extent to which they were reliant on
state or market mechanismfor strategizingand resources;the degreeto which they were
exposedto market (task) environmentinfluences;and whether or not they were operatingin
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policy protected or encouragedbusinessactivities. Ownership types, organizational size
(availability of slack resources)and existing organisationalcapabilitiesinfluenced strategic
or other ways in which these managers responded to pressures related to market,
institutions and resourcedependency.
The salient conclusionsfrom this study thus advancea better understandingfor scholars
determines
is:
(a)
It
knowing,
that
top-level
the
and
managers'
of
and practitionersof
nature
key
issues
decision-making
thinking
on
organisational
and
and
managers'
underpins
environment enactment; (b) Managers' knowledge and knowing capabilities could be
from
influences
historic
levels
to
managers'
of
subject
multiple
restricted
and
unnecessarily
experiences,normative and cognitive factors; (c) managersengagein an active interpretive
process to understand,make sense of and enact their situations using their process of
knowing.
I will turn now to discussthe contributions and implications of the study findings in the
next section.

9.3. Contributions and Implications on Central Themes
This thesis makes five distinctive contributions to central themes/theoriesand one to
researchmethodology. These are: sensemakingand knowing, the nature and forms of
managers'knowledge; institutional theory; cognitive and enactment;strategicmanagement
and generalmanagement;and methodology.

9.3.1. Sensemakingand Knowing
This work illuminates interestinglinks betweensensemakingand the processof knowing. It
demonstratesthat Ethiopian managers' sensemakingactivities involved active leaming in
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which they constructedtheir experiencein ways that helped them to 'get things done'.
Sensemakingpoints towards a way of learning in which people arrangetheir experiencein
ways that reduce uncertainty. The capacity to appreciatewhat might happen next in a
reliable way suggeststhat an individual has made senseof his or her environmentin ways
that appearto work-even if he or sheis unableto expressthat knowledgein words. In this
how
do
know
'being
People
knowing
to
things,
to
able'.
akin
are
respect,sensemakingand
even if they cannot explain what they know-as Michael Polanyi (1966: 4) famously
observed:'we can know more than we can tell'.
The significance of sensemakingand knowing stems from their value as labels for what
people can do in practice. Rather than try to objectify what a top-level managerknows do
is
to
that
the
struggle
which
something
managerwould
- we can recognisethat the
He
knows
how
do
to make senseof
learned
how
has
thing.
or
she
to
a
and
such
such
person
his or her environmentin a way that 'somehow' guides appropriatethoughtsand actions.
Thus, sensemakingaccountswould facilitate managers'to enactand deviseways of dealing
with uncertainenvironmentsin different ways.
Rather than focus on the abstractconceptof BusinessKnowledge,it might be more helpful
to use sensemaking and knowing as tools for interpreting the processesby which
is
'works'
in
What
in
is
what
contexts.
matters
specific
managerial practice
situated
practice.

9.3.2. Nature and Forms of Managers' Knowledge
Primarily, this thesis contributes to the ongoing debates on how top-level managers'
judgements on key organisational issues are based upon their knowing and forms of
knowledge; and how these are reflected in their decision-making process on key
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organisationalissues.Based on managers'perspectives,this work identified, the forms of
knowledge were found to be practical, located, situated, tacit and formal, theoretical and
explicit. As such it raises questionsabout the predominately cognitivist assumptionsand
taxonomic approachto knowledge and its 'management',and acknowledgethe political,
Moss,
(Blackler,
1995,
knowing
influences
and
practice
on managers'
social and contextual
2001, Orlikowski, 2002; Tsoukas,1996).

9.3.3. Institutional Theory
Three fundamentaltenetsof the institutional theory were relevant to this study, namely: (1)
strategicchoice is constrainedand bounded(North, 1990,DiMaggio and Powell, 1991); (2)
based
in
economies
are
on network
emerging
many emerging competitive advantages
(Peng
&
Heath,
1996;
Peng,
2000,2003);
business-government
ties
relationshipsand close
and (3) there is convergenceon common templatesthat presumablyembraceassumptions
and codified knowledge about the nature of, for example, competition or other important
1995).
Lant
Baum,
This
1977,
Rowan,
(Meyer
and
study
and
environmental aspects
contributesto this strandof theory in threeways.
First, in support of it, this study into Ethiopian top-level managers' knowing and
sensemaking found that the prevailing Ethiopian institutional arrangement created
constraints (e.g. entry barriers to financial services, 'unfair'

level playing field,

underdevelopedproperty-basedlegal framework, etc) and generated opportunities for
actions (e.g., export incentives, targeted development policies). Moreover, managers
characterised the Ethiopian transition process as gradual, coupled with incremental
institutional changesthat maintained some rules (subscription to Marxist precepts)while
transforming others (frequently changingpolicies, regulationsand rules). Thesemanagers'
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accountsilluminated the politicised featureof the businessenvironmentaswas the casesof
China and Russia. Thus, these managers' accounts demonstrated how prevailing
institutional arrangementsshapedand influenced the boundariesand paths to acceptable
actionsand choice-makingbehaviours.
Second, in contrast to the assumptionsof institutional theory that managers'knowledge
convergenceon common templatesor models of actions, finding of this study showedthat
this might not be the casein a period of institutional flux and void. For instance, the key
characteristicsof the Ethiopian transition were that they were not sufficiently accompanied
by a fundamentalchangein the norms, values,and assumptionsunderlying market-oriented
businessactivities. This situation resulted in managers'having less confidence/trust in a
deinstitutionalization trajectory. An ambiguous de-institutionalization trajectory, in turn,
judgements
it
for
business
difficult
to
on the appropriatestructures,
make
managers
made
strategy, and the required capabilities. Thus, strategic confusion, mimetic changesand
in
From
the
case
study
organisations.
most
prevalent
were
reliance on existing routines
sensemakingperspective,this implies that managerswere unable to construct meaningful
accountsthat would facilitate collective actions.
Third, while this study results shows the importance of business-staterelationship in
in
the
strategizing
engaged
ways
managers
to
and
gaining access
critical resources
in
found
be
based
Ethiopian
to
were
weak
network
managers
processesand practices,
strategy.This firiding has implication for the institutional-basedview of strategythat has
gainedcurrencyin most transition economies.It addssubtlety to this perspectivein that an
institutional basedview of strategycan take a variety of forms and saliencydependingon
historical and cultural context.

In particular, this study showed that in periods of

institutional flux and shock-proneenvironmentsmanagersmight not be able to engagein
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network-basedstrategy.Instead,they may opt to use different strategiessuch as co-opting
influential officials and hiring people who have establishedrelationshipswith people in
different governmentoffices.
9.3.4 Cognitive, Enactment, ProcessualApproaches
A cognitive approachto strategy suggeststhat managers'respondprimarily to what they
perceive (Miles et al, 1974), strategic actions dependupon interpretation of environment
(Schneiderand de Meyer, 1991) and managers'interpretationsare subject to influence at
implication
for
1993).
The
Miller,
1984;
levels
&
Mason,
this
(Hambrick
of
multiple
businessknowledge is that managersin different organisationsshould see environmental
aspectsdifferently. In other words, different managersin different sorts of organisations
While
findings
in
the
ways.
of this study are
various
make senseof sharedexperiences
in
interpretation
differing
in
their
of the aspectsof
terms
this
of
managers
consistentwith
the environmentand had simplified representationsof the world dependingon their current
it
factors,
also adds some subtlety to the nature of managerial
roles and organisational
knowing of the environment.That is, in the context of this study managers'environmental
interpretive frame focusednot on a generalenvironmentbut on specijic aspectslelements
of
that environmentwhich they thought of as importantfor and impacting on their businesses.
These aspectsincluded, for instance,industry specific targeteddevelopmentpolicies and
incentives structures, globalisation, 'unfair' and 'unhealthy' competition and market
supportive institutional voids. Rather than the degree of change in or hostility of the
environment, managers' knowledge defined what were considered the important and
politicised aspectsof the environment:thesebecamethe main driving factorsbehind these
managers'selectiveunderstanding,sensemakingand consequentialaction.

306

From an enactedenvironmentand strategicchoice approach,managers'knowledgeof their
businessimplies that environment- organisationcontext can not be determinedobjectively
but is enactedby managers. One of the main contributions of this study, thus, is the
recognition and demonstrationthat environment-organisationenvironmentis dynamic and
uncertain,and that, through sensemakingand enactingmanagerscan shapethe environment
in which they operateand can engage,more or less,in making strategicchoicesto respond
to task and institutional environmentalpressures. Thus, top-level managers'knowing and
engaging in practices do matter. This work demonstratesthe importance of a series of
iterative actions and enacting in making senseof uncertain and turbulent environmental
situations. Then, the strategy in use is a constitutive of key element in the institution's
enactedenvironmentand facilitates top-level managers'interpretive focus.

9.3.5. General and Strategic Management
This study results also carry implications for received thinking, frameworks and concepts in

generaland strategicmanagement.
* The judgments these managers were making about the appropriate ways of
responding to institutional pressuresor institutional voids or the ways they
enacted(passively or actively) were not well planned, deliberate or 'rational'.
For instance,one of the essentialfoundationsof strategicmanagementis the idea
that managerscan (should)act intentionally to reachplannedgoals (Schendeland
Hofer, 1979:14). However, most of the organisational.issuesthat ultimately bear
on their businesseswere not generatedwith the use of conventional SWOT and
industry framework analysis or based on thorough analysis of organisational
capabilitiesand resources.Having an articulated,well planned,strategywas not a
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primary condition for enterprise'better performancein someof the organisations
studied (e.g. private tannery). Though what managers made sense of and
presumedclusters of strategieswere shapingwhat it took for their organisations
to becomesuccessfulthey seemedto have a poor understandingof the trade-offs
between alternative strategies. In many cases, changes undertaken were not
informed by the thorough knowledge or analysis of existing organisational
resourcesand capabilities,marketsand competitive situations.
This study thus shed light on how strategizing practices could be politically
influenced, environment 'sensitive' and how managers'

knowledge and

consequentialactions can shape and create a need for change. These results
supportthe literature on transition economiesthat suggestmanagerialresponseto
by
highly
be
constrained
various political, policies,
can
situations
environmental
socio-economicfactors (Elenkov, 1997). The study also reveals how managers'
dominant logic, that is a variant of strategic level knowledge, could determine
(Porac
2002);
but
influence
these
et
al.
of
strategies
the
clusters
use of
and
between
known
had
the
trade-offs
or
alternative
experienced
not yet
managers
strategies. This study provides further evidencethat managers'assumptionsand
beliefs colour their understandingof the external world and the ways they
respond to it. It also raises questions about the utility of rational, normative,
strategic managementassumptionsthat portrait managers as rational actors,
environmentsas objective entities waiting to be discovered,and strategiesas a
result of deliberateplanning.
a

Managementhas been viewed as the rational designof organizationalstructure
in order to achievea formal and explicitly articulatedstrategy(Chandler,1962).
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Following such a perspective, many discourseswithin managementtheory
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9.3.5 Methodological
This study is informed by a pluralist researchmethodology.The use of multiple theoretical
perspectives, the literatures on transition economies, as well as macro-microscopic
in
investigate
thinking
for
data
to
and
acting
a transition
managers'
approaches
collection
is
be
its
This
to
be
considered
taken
approach
contribution.
as
economy context could
useful to enhancethe transferability study the findings of this, to make judgement about
other managersand organisationsin similar contextsand to critically seesomeof the wellreceivedthinking on generaland strategymanagement.
Overall, managers'sensemakingand knowing are situatedand context-bound.The findings
of this study relate the processesby which managersknow how to make senseof and to act
in the institutional setting in which their organisationalpracticesare situated. It contributes
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to different scholarly debates by illuminating how managers' knowing of their
organisations and business environment resides primarily in their managerial practices
drawing on their pastaccumulatedexperiencesand the ongoing sensemaking.
This thesis attemptsto span the cultural divide between, on the one hand, Anglo-centric
debatesabout knowledge and knowing, and, on the other, the Ethiopian businesspractice.
Hence,it offers a refreshingalternativeto the idea that managementshouldbe as 'scientific
as possible' by illuminating the possibilities that different people make senseof shared
experiencesin different ways. In doing so, it raises questionsabout the utility of received
thinking aboutmanagementin various social and cultural contexts.

9.4. Practical Managerial and Policy Implications
9.4.1. Practical Managerial Implications
This study into Ethiopian managers' businessknowledge has important implications for
managerialpracticesboth in a transition economy context and on a wider plane. This is
partly becausethe study was based on what these managers 'knew' and 'framed' as
strategically important issues for the successof their businessorganisations.The study
sought to increase managerial understandingand knowledge about the nature of their
knowledge work and how their knowledge base was underpinnedby their belief systems,
assumptions,and the dominant logics that informed and guided consequentialaction. Thus,
this researchgives the managersinvolved in businessmanagementan understandingof.
1)

how the combinationsof personal,organisationaland contextual factors shape,
enable and /or constrain both their ways of thinking and their underlying
assumptionsof doing businessin turbulent environment.In addition, it shows
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the ways they came to know and understand,shape how they enact their
enviromnent;
2)

the potential importance and/or limitations of using multiple approachesto
strategyand strategizingprocesses;

3)

The importance of using situated, located and context specific 'practical'
knowledge as well as relevant formal and codified knowledge as it fits to the
situations.

Thesemain practical managerialimplications are discussedbelow.
First, one of the potential problemsis that managersare likely to act accordingto their own
perceptionsof the environmentin which they operate.For instance,it was evident from the
interacting
less
they
that
or
with the environment. But in
more
were
managers'responses
most cases, these managerswere reactive, less responsive and careful in interpreting
information selectively coming from the institutional environment at the expense of
information coming from the competitive environment. This implies that where the
institutional framework did not provide appropriateorganisingtemplate,models of actions,
new valuesand norms were slow to evolve. As a result, managerswere not transformative,
nor were they engagingin radical strategicchange.So, for any radical changeto take place
in their organisations,managersmay needto: 1) engagein manageriallearning that enables
the redefinition of what managersdo and the outcomeof so doing; and 2) positively change
their mindsets,perceptionsand beliefs so that the general interpretive orientation emerging
and positive expectationsmay trigger thinking and assumptionsabout the appropriate
strategiesand actions for organisational success(Sutcliffe and Weber, 2003). Thus, this
study can assistmanagersto derive important lessonsregarding
311

the importance of engaging in double-loop rather than observational and
imitative learning;
how the ways they think, believe, and assumeplay major roles in influencing
their decisionsand managerialpractices;and
M

how managerialknowing and practicesare mutually constitutive.

Second,while strategizing,the findings of this study suggestthat managersneedto be more
enacting and engagein practices to find out possible ways of managing their businesses
effectively. So, the study points to the significance of having a thorough understandingof
political, policy, social and cultural factors and institutionalisedvalues,norms and routines
rather than being espousedwith certainapproachesto strategy.
Furthermore,managers'understandingof the current (evolving) institutional arrangements
may be helpful to identify emerging and acceptableopportunities for action, and to use
other institutionally informed strategiesto copewith emerginginstitutional pressures.This,
on the other hand, puts limits on the ways in which these managersgo on acquiring and
using new knowledge - that is, it is likely that managerswould find it more valuable to
selectively interpret signals coming from the institutional environment, rather than those
signals coming from competitive and market environments. Hence the ways in which
managers'know' prioritises and gives importanceto the institutional environmentmay be
at the cost of foregoing broader knowledge that could be gained from sensemakingabout
the task environmentaswell.
Third, the finding of this study implies that managers may hold many forms of
epistemologicallyrooted knowledge types. The implication of this is that managersneedto
develop capability to share,transfer and use the knowledge they hold. Managersneed to
understand that some of their important roles include: a) facilitating the creation of
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9.4.2. Policy Implications
This study also carriesimplications in the areasof policy making particularly in a transition
facing
findings
the
the
This
environment
revealed
main
study's
economy context.
Ethiopian managers had a number of challenging features, including momentous
found
Moreover,
this
degree
high
also
study
of politicisation.
unpredictablechangesand a
that the norms,values,and assumptionsunderlying market-orientedbusinessactivities were
yet to develop and this situation resulted in managers having low trust in the
deinstitutionalizationtrajectory.
This study suggeststhe following points as matters of policy: a) aligning the micro
environment with macro policy environment to ensure policy implementation and
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execution; b) creating a level playing field for business organisations; c) aligning the
educational system with the skills required on the ground; and d) establishing market
supporting institutional frameworks. Thus, this thesis work could be informative in
highlighting the concernsof businessorganisationson the aboveand relatedissues.

9.5. Limitations and Direction for Further Research
The previous sectionshave identified the contributions and implications of this thesis.The
limitation of this study and suggestionsfor future researchare now considered.As the
researchwas conductedunder various constraints,it is not free from certain caveatsand
theseneededto be acknowledged.
As a researcherusing qualitative methods, I need to acknowledge my reflective and
interactive role in the researchprocess.Moreover, 1, being part of the researchcontext, am
not free from my own preconceptionsand may have introduced some biases during data
collection, analysis and interpretation. This could be seen as a problem with interpretive
methods as the audience may not share the same premises, and hence this is fully
acknowledged.
The findings are basedprimarily on interview responsesprovided by the respondentsand
assumethat the respondents'accountof the situation represents'reality' as theyperceived
it. However, an unknown degreeof bias and misinterpretationis inevitable in this process.
Moreover, I adopt the view that an enquiry into judgement must treat the meaning of the
data as problematic (Spender,1989).To minimise suchbiasesand misinterpretation,I used
secondarysourcesand national level informants' interviews to triangulate and increasethe
credibility, dependability and conformability of this thesis findings. This is in line with
Guba and Lincoln (2003: 200-01) suggestionthat "there are many opportunitiesfor the
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naturalistic investigator to utilise quantitative data - probably more than appreciated'
(emphasis in original). In other words, to complement the qualitative case studies, a macromicroscopic approach was used to grasp the transition period and the nature, challenges and
status of business organisations at national level during a time of transition. Highly
knowledgeable and experienced government officials were interviewed, as well as business
associations' representatives, researchers and academia. The information and data from
these informants and secondary sources were instrumental in increasing the authenticity
and credibility of the research process and the likely transferability of the study's findings
to other Ethiopian business organisations. The purposive sampling approach used does not
allow the generalizations of this study results but these results can be considered as
'tentative propositions' for further empirical studies. This does not mean that the results of
this study cannot help in making judgements about other situations (Schofield, 2002).

Another possible limitation of this study is that the reported findings and discussionsare
basedon informants' accountsof the studiedthemesand hencereflect a minute portion of
their knowledge. Thus, this work on Ethiopian managers' sensemakingdoesn't give a
completeaccountof the personal knowledgeand exclusive content of knowledge structure
of these managers.It reveals only a part of that stock, that part which the dynamics of
heuristics and relational intent allowed and was elicited in my researchrelationship with
thesemanagersduring the study period. Hence, it is not the totality of their knowledge and
I acknowledge that my data is indicative, not exhaustive. Thus, this researchcalls for
further active engagementin areaof managers'strategiclevel knowledgeusing a variety of
researchmethodsand approaches.
It is also important to note the constraints I encountered during my data collection
processes.The secondround of fieldwork was highly disruptýd due to social and political
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unrest of November l' in relation to the disputedMay 2005 national election. The political
unrest and the tense security situations that followed it forced many public and private
businessoffices to close and disruptedtransportand communicationservicesfor more than
a week. Thus, it was difficult to contact and fix appointmentswith many senior managers
and presidentsfor at least two weeks following this unrest. Becauseof this, the period of
data collection took longer than expected. However, initial network contactsand rapport
establishedwith managersduring the first phasefieldwork in 2004 facilitated this second
round accessin the immediateaftermathof this political unrest.

9.5.1. Issues for Further Research

Three important issues need further researchto enhancefundamental understandingof
managers'businessknowledgein a transition economyenvironment,and to a certain extent
on the wider plane.Theseissues/themesinclude: (1) the link betweena dominant logic and
the use of multiple strategies;2) the essentialforms and featuresof different strategytypes
where there is an institutional void or where the de-institutionalization trajectory is
ambiguousand does not provide managerswith an organisingtemplate- for instance,the
nature and essentialcharacteristicsof a survival-oriented strategy; and, 3) the nature of
managementlearning,formal knowledgeand knowledge-in - practice
First, one of the finding of this study was that managers,guided by their emerging
dominant logic, were adeptin pursuing clustersof strategies.However, thesemanagersdid
not discern whether these were multiple, independent strategies or if they expected
synergiesbetweenthem. The conventional approachto strategy (see, Porter, 1980) does
not supportthe use of multiple strategiesand insteadprescribesthe use of one strategyat a
time. By contrast, from the dominant logic perspective(see, Prahaladand Bettis, 1986;
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Porac et al., 2002), organisationscould follow multiple strategiesbasedon their dominant
logic. The resultsof this study also do not permit any conclusivesupportfor or rejection of
these issues as strategic confusion was observed in the studied organisations. So, the
relevanceand appropriatenessof clustersof strategiesin a transition economycontext need
further researchto enhancescholarly, as well as practitioner, understandingof this vital
issue.
Second, this study into Ethiopian managers'knowledge about their organisationsdid not
reveal explicitly how and to what extent the institutional-basedstrategy that has received
prominencein other transition economies,is becoming real. Despite this, results point to
the prevalent role of informal institutional constraints in shaping and informing the
behaviour and actions of managers.Thus, further researchis required to understandthe
institutional
informal
in
constraints
of
such
guiding
nature, characteristicsand prevalence
businessactivities. Even though it might be true that some private businessowners may
have partner enterprises(e.g. the private tanneryenterprise),the number of such enterprises
in Ethiopia is very limited. Thus, most Ethiopian managers oscillated from acting
opportunistically to having no explicit business strategy. It might be true that most of
Ethiopian managers,especiallythose in the private sector,were likely to pursue survivalorientedstrategiesto copeup with both institutional and task environmentspressures.Thus,
ftirther work seemsnecessaryto fully understandthe essentialfeaturesand limitations of
thesetypes of strategiesduring a time of institutional flux.
The third key issue relates to the ways these managers acquire different forms of
knowledge and how they use it in practice. One aspect of this might be studying how
managers'knowledge-of -management(formal knowledge) is relevant and useful to their
knowledge-in-practice(practical knowledge). The key issue to be investigatedhere would
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be whether, and to what extent, authoritative knowledge drawn from consultants,formal
for
in
is
institutions
their dayrelevant
practising
managers
educationsystemsor research
to-day activities.
On a wider plane, too, there are important ongoing debatesat the heart of the strategic
education processabout the extent to which managersactually engagein with what the
business schools teach them to do.

For example, when teaching strategic planning, a

degreeof knowledgeon the part of the managerincluding a basic understandingof the key
is
in
The
this study
assumed.
empirical
work
situations
elementsof market and competitive
demonstratesthat managersdid not yet develop their ability in strategic thinking and
analysis.One of the implications of this might be, if we agreethat what managersactually
think and believe are important, then this may point out deficiencies in what they have
been taught. Were managersunder study undertaking full strategicanalysis, for example,
before making strategic choices?Were they engagein transformativeand radical change?
This study uncovered this was not the case, and this may explain why incoherent,
disconnectedand survival oriented strategieswere identified and pursued. So the above
discussionlead to two ftirther important issuesfor future research: 1) the importance of
identifying the need for businesseducation,whilst opening up questionsabout whether
investigating
for
2)
be
transition
be
they
and
a
economy;
taught
appropriate
what
might
will
how the ways managersacquire new knowledge influences the nature of knowledge these
managershold, as well as examining to what extent and in what ways managersmay be
able to usetheir knowledge-of- managementin knowledge-in-practice.
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Annexes
Annexl: CondensedInterview Questionnaire

BACKGROUND
1) Would you pleasetell me your name,educationalbackground,currentposition
and in what duties and responsibility you are involved in your organisation?
BUSINESS/EXTERNAL/ ENVIRONMENT
2) What do you think are the key changes(challenges)in the externalenvironment
that havebeenaffecting your industry/organisation?Which of thesechangesin
your external environmentdo you think are threatsor opportunitiesfor your
organisationdoing its businessand why?
3) What are the sourceof information and knowledgeregardingchangesin
business/externalenvironmentand which of thesesourcesdo you think provide
relevantinfonnation/knowledgefor your businessorganisation?

BUSINESS STRATEGY

4) Would you pleasedescribeme the objectivesand businessstrategyof your
organisation?
5) Would you pleasetell me the strategymaking processin your organisation?
6) What do you think your organisationshould do to become....?( probing question
for generalterms/concepts)

BUSINESS KNOWLEDGE

7) How do you describethe 'businessknowledge' that is crucial for your
organisationto do its business?What are appropriate/useful typesof business
knowledge?
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8) What do you consider as role and main tasks of manager's regarding the
acquisition, share, application, and development of knowledge within your
organisation?

9) How do you seethe atmosphereof knowledgesharingin your organisation?What
do you think are the main impediments to knowledge creation, transfer and
sharing in your organisation? How does your organisation overcome these
impediments?

10) In what ways does your organisations acquires and develops the required
knowledge? What factors facilitate or constrain the developmentof the required
knowledge?
CAPABILTIES

11) In what ways do you think is your organisationgood at coping challengesand
uncertainties of the business environment? What are its core competenceor
capability and gapsin developingthesecapabilitiesand competence?
12) What do you think as the required capabilities to implement the strategy
(strategies)you mentionedearlier?

13) Wouldyou pleasedescribethe waysyour organisationacquiresanddevelopsthe
capabilidesP
requiredorganisatfonal

PERFORMANCE
14) How doesyour organisationassessits performance,what yardsticksdoesit use for
measuringorganisationalperformance,and how do you see the effectivenessof
thesemeasurements?
FUTURE DEVELOPMENTS

15) What sort organisationdo you think is neededto successfullymeetingyour
organisation'sbusinessstrategy?
16) What do you think as appropriatebusinessknowledgestrategiesfor your
organisationsand what types of businessknowledgedo you think as crucial for
organisationto becomecompetitive and improve its performance?
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17) What do think would be major challengesand uncertaintiesin formulating
businessstrategyand acquiring and developingappropriatebusinessknowledge
and capabilitiesin your organisation?
18) How do you like to seeyour organisationin five yearstime?
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Annex2: Second Round Fieldwork Guiding Discussion Points

A) Environment

What do you seeas the most important aspectsof the currentbusiness
environment?
2.

What do you regardas the main opportunitiesand threats?

B) Developing Strategic Response
4.

To what extent doesyour organizationhavean agreedstrategy(for coping
forms
business
What
features
key
the
the
to
environment)?
of
with/responding
doesthis take?

5.

How is businessstrategyformulated?By whom? When and where?Who are the
key players in its construction,developmentand change?

6.

What are the essentialfeaturesof the contentof the strategy?(What is this
strategy?)

7.

How entrepreneurialand creativeis the managementteam in respondingto the
lack
What
the
the
or
of
explains
responsiveness
environment?
challengesof
responsiveness?

Q Developing Business Organizational Capabilities
8.

What kind of organizationalstructureand form and processesdo you needin
(Does
have
Why?
implement
that
organisation
currently
to
your
strategy9
order
the appropriatecapabilities?)

9.

What resourcesand capabilities(including businessknowledge)are requiredto
deliver the strategy9

10.

What are the most critical typesof knowledgethat are required?
How do you acquireand developthe requiredresourcesand capabilities?What
constrains/facilitatesthe acquisition or the developmentof theseresourcesand
capabilities
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Annex3: Research Context Interview Schedule
(For experts in government and policy arena, industry and businesses)

1) Would you pleasetell me your name, your current position and major duties and
responsibilitiesyou are involved in your organisation?
2) Would please describeme your understandingof the meaning of 'transition to a
market economy'?
3)

How do you see the mode and pace of the Ethiopian transition to a market
in
from
transition
to
planned to market
other
countries
economy as compared
in
transition
Do
think
the
any
similarities/differences
of
existence
you
economy?
for
do
think
these
what
accounts
you
and
what
mode and pace
differences/similarities?

4) What do you think the major challenges /uncertainties for Ethiopian business
organisationsduring a time of transition? What are the major threats as well as
opportunities?
5) What do you think are the major impacts of the Ethiopian transition processto the
incumbent as well as post-transition establishedfirms? Does the transition have
equal impact on both types of firms?
6) Could you describe the macro- economic policy environment in place for
development of business organisations?How do you do describe the current
businessenvironment?
7) Which policies do you think are more suitable for and encouraging business
organisationsand which are not?
8) Which of policy changesdo you think have significant impactsin bringing changes
in the ways businessorganisationsoperateand organisethemselves,and why?
9) What is your opinion on the statusof Ethiopian businessorganisationsin acquiring
essentialbusinessinformation and knowledgeto becomecompetitive?
10) What businessknowledge and capabilities do you think are important for business
organisationsin Ethiopia?
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11) How do you think of the ability of the Ethiopian businessorganisationsand their
managersto scantheir environmentand seizeopportunitiesby developingessential
businessknowledgeand capabilities?
12) In which ways do you think Ethiopian business organisationscan acquire and
developbusinessknowledgeand capabilities?
13) What do you think are the major constraints/barriersto acquiring and developing
the requiredresources,knowledgeand capabilities?What are the ways out?
in Ethiopian Business
14) What do you think would be major challenges/uncertainties
environmentin coming five to ten years? How do businessorganisationscope up
thesechallenges?
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Annex 4: List of Abbreviations
AACC

Addis Ababa Chamberof Commerce

AGOA

African Growth Opportunity Act

CSA

Central StatisticalAuthority

EBA

Every Thing But Arms

ECC

Ethiopia Chamberof Commerce

EIC

Ethiopian InvestmentCommission

EEA

Ethiopian EconomicAssociation

EEPA

Ethiopian Export PromotionAgency

EEPRI

Ethiopian EconomicPolicy ResearchInstitute

EMIA

Ethiopia ManufacturingIndustriesAssociation

EPPESA

Ethiopia Privatization and Public EnterprisesSupervisoryAuthority

EPRDF

Ethiopian People'sRevolutionaryDemocraticFront

ETA

Ethiopia TanneryAssociation

FSRP

Financial SectorReform Programme

IMF

InternationalMonetary Fund

MoCB

Ministry of CapacityBuilding

MoST

Minister of Statefor Trade

MOTI

Ministry of Trade and Industry

NBE

National Bank of Ethiopia

UNCTAD

United Nations Conferenceon Tradeand Development
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