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ABSTRACT 

This study seeks to contribute to theory and practice in what is becoming 

known as the knowledge-based view of the firm. More specifically, it sets 

out to increase understanding of the dynamic firm. The central proposition 

developed in the thesis is as follows: the dynamic capability of firms derives 

from (1) the ways in which they foster productive social connections and 

relationships, and (2) the dialectics between these relationships and 

knowledge and learnmg processes. 

The proposition is explored through three, interrelated pieces of work. The 

first presents a macro level theoretical argument to identify and explain why 

firms may have particular capabilities for creating and sharing knowledge 

that (1) give them an advantage over other institutional arrangements and 

(2) provide the basis for sustained renewal. The framework highlights the 

critical importance of the relationships between social and intellectual 

capital in the dynamic firm. This model leads directly to second piece of 

work - an empirical study of one firm, Skandia. The focus here is on 

deliberate strategies for managing social and intellectual capital and the 

study provides valuable insights into a range of management practices for 

the institutionalization of renewal. These include investments in discourse, 

particularly conversation, which is the focus of the final part of the thesis. 

By presenting a typology for clarifying the role of different types of 

conversation in organizational change, this section provides a n-ficro level 

theoretical perspective on firm dynamics. 

The study contributes by articulating a coherent proposition that bridges 

knowledge, learning and relational perspectives, that can be applied across a 

range of levels of analysis and that addresses known gaps in existing theory. 
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Chapter I 

INTRODUCTION AND OVIERVIEEW 

This study seeks to contribute to theory and practice in what is beconuing 

known as the knowledge-based view of the firm. More specifically, it sets 

out to increase understanding of the dynamic firm. It does so by exploring 

the links between knowledge, learning and social relationships and their role 

in firm dynamics. The central proposition to be developed here is as 

follows: the dynamic capability of firms derives from (1) the ways in which 

they foster productive social connections and relationships, and (2) the 

dialectics between these relationships and knowledge and learning 

processes. 

The question of why some firms are able to change, adapt and renew 

themselves is an enduring one It an issue that has gained increasing 

prornMence in recent times. Within organization theory, Drazin and 

Sandelands suggest that "(T)oday, most organization theorists would agree 

that the field is shifting from the study of the statics of organization to the 

study of the dynam-ics of organizing" (1992-. 230). Grant makes a similar 

point for strategy: "(T)he displacement of static theories of competition 

associated with neoclassical microeconon-tics and the "structure-conduct- 

performance" school of industrial economics by the more dynamic 

approaches associated with the Austrian school of economics, especially 

with Schumpeter's concept of competition as a process of "creative 

destruction" (Schumpeter, 1934), has had profound implications for 

strategic management thought" (Grant, 1996: 3 75). 
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This transition is represented in the emergence and articulation of the 

knowledge-based view of the firm (Eisenhardt & Santos, 2002, Grant, 1996, 

Kogut & Zander, 1992,1996), in discussions of dynamic capabilities 

(Eisenhardt & Martin, 2000; Teece, Pisano & Shuen, 1997) and in 

exploration of the organizational and managerial implications of new 

science (Axelrod & Cohen, 1999; Brown & Eisenhardt, 1998; Pascale, 

Millemann & Gioja, 2000, Wheatley, 1992,19991 Zohar, 1997). Taken 

together, they suggest a growing interest in the development of new theories 

of the dynamic firm. While research on firm dynamics is gaining 

momentum, there remain important gaps in existing theory that this study 

seeks to fill. 

The thesis draws from a broad range of literatures but is centred around 

three interrelated bodies of knowledge. First, is the recent literature on 

dynamic capabilities that extends the resource-based view (RBV) to 

dynamic markets: "(T)he rationale is that the RBV has not adequately 

explained how and why certain firms have competitive advantage in 

situations of rapid and unpredictable change" (Eisenhardt & Martin, 

2000: 1106). This concern with change leads directly to the second body of 

knowledge - the literature on organizing for change. From this extensive 

and well-establi shed stream of work, I focus particularly on recent interest 

in endogenous change and the self-organizing and self-designing properties 

of social entities (Anderson, 1999; Drazin & Sandelands, 1992, Weick, 

1977). The third source of theory that informs the thesis is work on 

knowledge and learning. A knowledge and learning perspective has come 

strongly to the fore in strategy theory (Eisenhardt & Santos, 2002; Grant, 

1996; Kogut & Zander, 1992,1996, Spender, 1996), in organization and 

management theory (Blackler, 1993,1995; Bolsot, 1995) as well as in the 

world of management practice (Davenport, De Long & Beers, 1998, Earl, 

2001, Hansen, Nohria & Tierney, 1999) and is central to theoretical analysis 
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of firm dynamics. In drawing upon all three bodies of knowledge, I place 

particular emphasis on the role of social connections and relationships. The 

study thus represents an organizational rather than econornic perspective on 

the firm (Beer & Nohria, 2000). 

The central proposition is developed and explored through three pieces of 

work. Each presents a self-contained argument and each advances existing 

knowledge. However, taken together, they examine the proposition across 

different levels of analysis - from macro to micro (Collins, 1981). In 

Chapter 2,1 present a macro level theoretical argument to identify and 

explain why firms may have particular capabilities for creating and sharing 

knowledge that (1) give them an advantage over other institutional 

arrangements and (2) provide a foundation for sustained renewal. The 

framework I develop highlights the critical importance of the relationships 

between social and intellectual capital in the dynamýic firm. This framework 

provides the lead into Chapter 3, which reports an empirical study of one 

firm, Skandia. The focus here is on deliberate strategies for managing social 

and intellectual capital and the study provides valuable insights into a range 

of management practices for the institutionalization of renewal. In Chapter 

4,1 return to conceptual analysis but this time focus on important 

microfoundations by considering the role of conversation in firm dynamics. 

Conversation is receiving increasing attention in both management theory 

and practice and, in Chapter 4,1 propose a typology for clarifying the 

contributions of different types of conversations in organizational change. 

My aim in this chapter is to explain the above in more detail and to 

summarise the ways in which this thesis advances knowledge of the 

dynamic firm. 
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CORE LITERATURE 

DYNAMIC CAPABILITIES 

Several scholars recently have identified the need for a theory of the 

dynamic firm (Bogner et. al. 2000, Dosi, Nelson & Winter, 2000, 

Eisenhardt & Martin, 2000; Hagstr6m with Chandler, 1998; Hamel, 2000, 

Teece, Pisano & Shuen, 1977; Winter, 1995). In so doing, they seek to 

elucidate the characteristics of those firms that manifest the sustained ability 

to achieve new forms of competitive advantage. Their work contains several 

common features, three of which are summarised here. 

First, the main stimulus for their concerns is the consequences for strategic 

management of environments of rapid and, especially, unpredictable 

change. (Eisenhardt & Martin, 2000; Teece et. al., 1997). This is primarily, 

though not exclusively, rapid technological change. 

Second, they typically connect their work with two intellectual traditions: 

(1) evolutionary theory and especially evolutionary econon-fics (Nelson & 

Winter, 1982). They particularly emphasise the importance of knowledge: 

"in evolutionary economics, a business firm is first and foremost an 

organization that knows how to do something" (Winter, 1995: 148). The 

manipulation of knowledge resources is viewed as especially critical in 

rapidly changing environments (Eisenhardt & Martin, 2000, Grant, 1996, 

Kogut 1996), (2) resource-based theory, broadly defined. Typically, these 

scholars seek to contrast their work with the view of competitive advantage 

derived from market power - whether this be the competitive forces 

approach developed by Porter or the strategic conflict approach derived 

from game theory. (For a discussion of these see Teece et. al., 1997. ) 

While seeking to go beyond current representations of the resource-based 
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view, they are nonetheless heavily influenced by it. As Winter explains, the 

dynamic aspect involves "the challenge of leveraging the existing resource 

position into a more favourable future position" (1995-151). More recently, 

complex adaptive systems theory has emerged as a third theoretical 

perspective informing the study of firm dynamics by drawing attention to 

the implications of viewing an organization as a living system (Brown & 

Eisenhardt, 1998, Pascale, Millemann & GiOja, 2000). 

Third, their models represent process theories of strategy and organization. 

Two processes receive particular attention: (1) ways of connecting, 

combining and reconfiguring resources. Indeed, this emphasis on resource 

reconfiguration is an essential part of the definition of dynamic capabilities. 

For Teece et. al. dynamic capabilities are: "the firm's ability to integrate, 

build, and reconfigure internal and external competences to address rapidly 

changing environments" (1997: 156) and for Eisenhardt and Martin they 

represent: "the organizational and strategic routines by which firms achieve 

new resource configurations as markets emerge, collide, split, evolve and 
die" (2000-. 1107), (2) learning processes (Bogner et. al, 2000, Eisenhardt & 

Martin, 2000, Teece et. al. 1997; Winter, 1995). For many, shared learning 

in the form of routines is seen as the building block of organizational 

capability. More recently, routines have been seen not only as a repository 

of learning but also as a source of continuous change (Feldman, 2000). 

There are, however, some important differences in the ideas of these 

scholars and that are important for this thesis. Four are identified here. 

First, they differ in their view of the role of dynamic capabilities in the 

creation of competitive advantage. For some theorists, such as Teece et, al. 
(1997), the dynamic capabilities themselves provide competitive advantage. 

They suggest "that the competitive advantage of firms lies with its 

managerial and organizational processes, shaped by its (specific) asset 

17 



positlion, and the paths available to it. " (1997: 518). By contrast, Eisenhardt 

and Mar-tin (2000) argue that such advantage lies in the resource 

configurations that are built using dynamic capabilities, not in the 

capabilities themselves. This difference leads these researchers to 

fundamentally different conclusions. For Teece et. al. (1997) competences 

can provide competitive advantage and generate rents only if they are based 

on a collection of routines, skills and complementary assets that are difficult 

to imitate. By direct contrast, Eisenhardt and Martin (2000) argue that these 

dynamic skills and routines are in fact frequently common across "best 

practice" firms. What is different, and difficult to replicate, are the resource 

configurations they generate. They thus conclude that effective dynamic 

capabilities are necessary but not sufficient, conditions for competitive 

advantage. This is the view adopted in this thesis. 

Second, the approaches appear to differ in the extent to which they perceive 

the possibility for enduring as opposed to transient competitive advantage. 

With their emphasis on asset accumulation, replicability and inimitability, 

Teece et. al. (1997) appear to imply that although dynamic, such sources of 

competitive advantage can be enduring. Such a view implies advantage 

rooted in Ricardian or monopoly rents. Again, by contrast, Eisenhardt & 

Martin (2000) suggest that in high velocity markets, such advantage is likely 

to be temporary, driven by the logic of opportunity rather than leverage. 

Third, and perhaps related to the above, the approaches appear to differ in 

the extent to which they view firms as having the capacity for short-term 

strategic reorientation. Teece et. al. (1997) state that that the dynamic 

capabilities perspective sees such capacity as relatively low. By contrast, in 

her recent work on firms operating in high velocity environments, 

Eisenhardt suggests that firms can indeed achieve rapid flexibility and 
ZD 
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change (Brown & Eisenhardt, 1998; Eisenhardt & Martin, 2000, Eisenhardt 

Sull, 2001). 

Finally, the approaches differ in their assumptions about the links between 

the firm and its environment. Implicit in much of the writing is a tendency 

to view the firm in responsive mode, reacting to significant external change 

by achieving the necessary strategic and organizational alignment, albeit 

through a continuous process of alignment (Bogner et. al., 2000; Teece et. 

al. 1997). Such a view sees change as largely exogenous and perhaps 

underestimates the degree to which firms can and do take a proactive 

approach to the environment (Child, 1972). With his emphasis on strategy 

as changing the rules of the game, Hamel (2000) is a recent proponent of an 

endogenous approach, highlighting the role of management in envisioning 

and creating possible futures. Eisenhardt and Martin (2000) embrace both 

perspectives - seeing dynamic capabilities as those processes that use 

resources "to match and even create market change"(2000: 1107). Such a 

view links readily into a co-evolutionary model in which the organization 

and its environment are seen to shape each other through time. (See for 

example, Coriat & Dosi, 1999; Lewin & Volberda, 1999). It also echoes the 

work of scholars, including Weick (1977), for whom the apparently clear 
distinction between organization and environment is itself problematic. 

In summary, the dynamic capabilities perspective has (1) established 
knowledge and learning as key foundations of the dynamic firm, (2) 

identified the importance of mechanisms for connecting resources as pivotal 

processes underpinning sustained renewal in dynamic capability, and (3) 

resurfaced fundamental questions about organizational change - including 

(1) the relationship between organization and environment, and (ii) the 

capacity of organizations for short term flexibility and change. 
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ORGANIZING FOR CHANGE 

Change has been an enduring theme in organization theory and design - 
from the Hawthorne studies, through contingency theory (see Donaldson, 

2001 for a review) to recent studies of innovation (Van de Ven, Polley, 

Garud & Venkataraman, 1999). Notwithstanding its importance, an 

integrated theory or framework for understanding change does not yet exist 
(Beer & Nohria, 2000) and even typologies of different approaches vary 
(see for example, Porras & Silvers, 1991, Van de Ven & Poole, 1995, 

Weick & Quinn, 1999). For the purpose of this thesis, I have found it 

helpful to cluster research on organizational dynamics into two broad 

groups: (1) studies that focus on the alignment between organization and 

environment, and (2) studies that focus on the self-organizing and self- 

renewing properties of organizations. The former group privileges stability 

over change, the latter treats change as the normal condition of 

organizational life (Tsoukas & Chia, 2002). 

Organizational Change as Alignment and Adaptation 

In their analysis of corporate renewal, Drazin & Sandelands identify two 

perspectives on organizational dynamics that address organization- 

environment alignment. One perspective, "exogenesis", attributes 

organization to factors of the environmentý "be these definite causal forces 

... or indefinite dynamics of environmental selection" (1992: 230). In 

extreme form, environmental selection leaves a marginal role for managers 

in intentional change. ' 

The second perspective, "endogenesis", attributes organization to internal 

factors, such as the design choices made by key managers. Most studies of 

' Although institutional theory proposes that alignment with institutional norms may be a 
powerful force in selection (Mever & Rowan, 1977). 
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organizational dynamics adopt this perspective, although they identify 

different models of how change happens. Mezias and Glynn (1993), for 

example, describe three different strategies for managing organizational 

innovation. The "institutional" strategy achieves incremental change within 

the existing paradigm whereas the "revolution" strategy involves breaking 

away from current thinking, releasing conventional controls to encourage 

experimentation and even playfulness (March, 1976). An interest in frame- 

breaking, radical change has been the focus of much recent interest in 

organizational transformation. However, it has increasingly come into 

question as a model for dealing with fast moving, turbulent and 

unpredictable environments. Reviewing research on change and 

development journeys, Eisenhardt observes that the punctuated equilibrium 

model now appears less central in recent research: "(R)ather the authors are 

favouring conceptions of change and pluralism that are more consistent with 

non linear notions like chaos and complexity, as opposed to a more 

Newtonian view of the world" (2000-703), Thus in organization theory, as 
in work on dynamic capabilities, scholars are revisiting alternative 

perspectives on organizing. In doing so, they are moving closer to the third 

approach identified by Mezias and Glynn (1993) - what they call 

11 evolutional" strategies in which change is viewed as less intentional and 

more chaotic, probabilistic and interactive. 

Organizational Change as the Dynamics of Self-Organizing 

Drazin and Sandelands identify a similar model - which they call 
C4 autogenesis". "Within an autogenetic perspective, organization occurs 

through the self-organizing capacities of individuals interacting in a social 
field" (1992-231). Research within this tradition is process oriented - 

concerned more with the dynamics of organizing and with how organization 

emerges rather than on why it emerges. From a practice perspective, it 
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highlights the importance of self-design and points to the significance of 

adaptive capacity (Hedberg, Nystrom & Starbuck, 1976; Staber & Sydow, 

2002; Starbuck, 1976; Weick, 1977) rather than adaptation to the 

environment. This viewpoint is central to the work of Karl Weick (1969, 

1977,1995), draws extensively on complex adaptive systems theory and is 

gaining increasing salience in current writing on organizational dynamics. It 

draws attention to the importance of emergence, sensemaking, and 

improvisation as key organizational processes. This approach takes us 

beyond open systems models of organizations in a manner anticipated by 

Pondy & Nfitroff (1979) more than twenty years ago. 

From this perspective, change is the normal condition of organizational life 

rather than the exception to be explained or achieved (Purser & Pasmore, 

1992). It suggests that organizational scientists need to pay rather less 

attention to planned change and rather more to the microscopic change 

through which order is established and sustained. Tsoukas and Chia express 

the challenge for research in this area as follows "we need to see 

orgarnzations both as quasi-stable structures (i. e. sets of institutionalized 

categories) and as sites of human action in which, through the ongoing 

agency of organization members, organization emerges" (2002: 580 - italics 

as in original). Although applied here to organizational change, the point is 

also appropriate for research on knowledge and learning. 

KNOWLEDGE AND LEARNING 

In the last thirty years or so, there has been a substantial increase in research 

and writing about both knowledge and learning. 2 A dynamic perspective is 

2 See (1) Eisenhardt & Santos, 2002 for a recent review of the knowledge based view of 
strategy ; (2) Blacker, 1993,1995 for a discussion of knowledge perspectives on 
organizations; and (3) Senge, 1990 for a perspective on organizational leaming. Dierkes, 
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inherent in studies of learning: "learning can be defined as the process by 

which new information is incorporated into the behaviour of agents, 

changing their patterns of behaviour" (Eisenhardt & Santos, 2002: 141). 

Many of the most influential writers on firm level learning appear to have 

linked learning and knowledge in their analysis. Penrose (1959), for 

example describes how learning processes produce new knowledge and 

form the basis of organizational growth through recombining existing 

resources. March (1991) highlights the importance of balancing the 

development of knowledge through exploratory learning with the 

exploitation of this knowledge. Cohen and Levinthal (1990) link 

organizational learning and innovation to the evolving knowledge base of 

the firm. 

For a period, much of the literature focusing on organizational knowledge, 

especially that oriented to practitioners, appeared to privilege explicit 
knowledge, viewing it as a resource that can be acquired, transferred and 
integrated, and payed relatively little attention to the dynamics of 

knowledge and learning. (See Blackler, 1995, Cook & Brown, 1999 and 
Spender, 1996, for a discussion of this point). Recently, however, there has 

been a resurgence of interest in processes of knowing (Blackler, 1993,1995) 

Cook & Brown, 1999; Spender, 1996) and in knowing as a social practice 

(Brown & Duguid, 2000,2001). This shift represents a renewed interest in 

action that is both dynamic and relational. It extends earlier work on 

organizational learning by providing a clearer focus on microprocesses of 

social exchange within which learning takes place. In this respect, it is close 

to Weick's (Weick & Westley, 1996) approach to organizational learning. 

Berthoin Antal, Child & Nonaka (Eds. . 200 1) provides a wide ranging perspective on 
organizational learning and knowledge. 
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Cook and Brown (1999) argue that it is through the interplay of knowledge 

and knowing that innovation takes place in organizations. This implies that 

a dynamic theory of the firm needs to address both knowledge and knowing, 

taking into account processes of knowledge transfer and exchange as well as 

the situated actions of organization members as they create and exchange 

mearung. 

COMMON THEmEs IN Tim LITERATURE 

Although I examine the literature in much more detail in subsequent 

chapters, four themes can be identified that provide the starting point for this 

study. 

First, knowledge and learning processes are widely accepted as key 

foundations of the dynan-iic firm. Since much innovation is achieved by 

reconfiguring existing resources, processes for linking and recombining 

resources, particularly knowledge, are important. However, there is 

increasing recognition that theorising now needs to bridge both knowledge 

and knowing perspectives. 

Second, there is growing interest in the adaptive capacity of organizations. 

Much of this work is converging on analysis of the self-organizing and 

emergent properties of social systems. This suggests an extension of work 

on change beyond the study of transformation to investigation of renewal 

and self-design. 

Third, recognition of the significance of relational issues in firm dynamics is 
likely to grow - since relational issues are important in both research on 

knowing and research on self-organizing and emergence. Z: ) 
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Finally, a dynamic theory of the firm should be able to address issues across 

a range of levels of analysis, from macro to micro. 

THREE ESSAYS 

CHAPTER 2A SOCIAL TuEORY OF FiRm DYNANUCS 

I have noted already that knowledge is now viewed as central to the theory 

of the firm and also to any consideration of firm dynamics. Though 

examined much earlier by Penrose (1959), it has been a major focus of 

research for the last decade. Nonetheless, Eisenhardt and Santos suggest 

that we still lack a coherent theory to explain "why organizations are likely 

to be more effective than markets in the execution of various knowledge 

processes" (2002- 159). Chapter 2 seeks to address this important gap. 

I propose that analysis of social capital provides a powerful perspective for 

explaining the particular capabilities organizations have for creating and 

sharing knowledge, here called intellectual capital. My proposition turns on 

three arguments- (1) social capital facilitates the creation of intellectual 

capital; (2) organizations, as institutional settings are conducive to the 

development of high levels of intellectual capital-, and (3) it is because of 

their more dense social capital that firms, within certain limits, have an 

advantage in creating and sharing intellectual capital. I present a model that 

incorporates this overall argument in the form of a series of hypothesised 

relationships between different dimensions of social capital and the main 

mechanisms and processes necessary for the creation of intellectual capital. 

I argue that this framework advances understanding of both why firms exist 

and what underpins their dynamic capability. It therefore constitutes a 

distinct contribution to knowledge at the level of macro theory. 
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CHAYTER 3 FROM THEORY TO PRACTICE 

The study reported in this chapter was motivated by the desire to bridge 

theory and practice. If as suggested earlier, adaptive capacity is so 

important, how far and in what ways do organizations develop deliberate 

strategies to build renewal capability? What do these strategies suggest 

about the links between social and intellectual capital? My focus here is on 

generic issues of firm level changeability rather than specific domains of 

change such as innovation or new product development. 

These issues are examined in the context of a detailed case study of one 

organization, Skandia, in which they are central strategic questions. 
Through case analysis, I develop a framework to describe the 

institutionalization of renewal in Skandia. The framework identifies two 

important elements: (1) a series of guiding principles that, in combination, 

create the potential for sustained renewal, and (2) the set of investments that 

Skandia has made to institutionalize the principles. 

The study contributes to knowledge in three important ways. First, it goes 

beyond conceptual analysis of the links between social and intellectual 

capital to build a systematic understanding of the set of management 

practices by which these links may be achieved. In so doing, it illustrates 

empirically elements of the conceptual framework developed in Chapter 2. 

Second, it provides evidence to address known gaps in research. 
Specifically, it extends recent research on strategic renewal by showing how 

organizations can, in practice, balance the tension between exploration and 

exploitation, and between intuition and institutionalization. It also provides 

empirical evidence to elucidate recent conceptual writing on the paradoxes 
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of learning. Finally, the framework constitutes a useful and well-illustrated 

model to guide practitioners seeking to build renewal capability. 

CHAPTER 4 FRom MACRO TO MICRO 

In this chapter, I focus on conversations as a way of examining the 

nticroprocesses that produce the macro level patterns described in the 

previous chapters. I argue that conversation is central to an understanding 

of the dynamic firm since it is one of the most important processes through 

which and in which social change takes place. Conversation plays an 

important role in Skandia's pursuit of renewal capability but the focus of 

this final chapter is primarily theoretical. 

After examining conversation as knowledge and conversation as 

relationship, I take these two perspectives as dimensions to generate a 

typology of conversations. Four different types of conversation, and their 

roles in firm dynamics, are identified. For scholars, this framework 

reconfigures existing descriptions of conversations on the basis of a 

theoretical perspective rooted in knowledge and relational issues. In so 

doing, the model provides both greater clarity and new insights into the 

significance of conversations as a social process. At the same time, the 

typology will help practitioners understand more deeply the significance, 

range and impact of different types of conversation. It provides, thereby, an 

informed basis for shaping meaningful and purposeful discourse. 

CONTRIBUTION To KNOWLEDGE 

In each of these essays, I seek to advance understanding of the dynamic 

firm. Each presents a discrete articulation and exploration of my central 

proposition., that the dynamic capability of firms derives from (1) the ways 
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in which they foster productive social connections and relationships, and (2) 

the dialectics between these relationships and knowledge and learning 

processes. In each chapter, I develop a framework that illustrates the 

proposition and show how each framework advances existing knowledge 

and current practice. I suggest that, when taken together the set of essays 

also contribute in important ways to the research agenda for the knowledge- 

based view set out recently by Eisenhardt and Santos (2002). First, they 

bridge knowledge and knowing perspectives and, in so doing, demonstrate 

how the creation of new knowledge occurs through individual interactions 

and is affected by social contexts. Second, they progress the agenda by 

examining these issues at several levels of analysis. Third, they enrich the 

knowledge-based view by incorporating ideas from other fields of research. 

I have drawn extensively from a wide range of literatures in the course of 

this study. 

The frameworks developed here provide a strong basis for future research. 

The theoretical analyses in Chapters 2 and 4 now need further empirical 

investigation to test their main propositions. The insights gained through the 

case analysis in Chapter 3, while consistent with much recent research, 

warrant systematic examination across a wider range of organizations 

seeking to build dynamic capability. 

What we call the beginning is often the end 
And to make an end is to make a beginning. 
The end is where we start from 

........ 

We shall not cease from exploration 
And the end of all our exploring 
Will be to arrive where we started 
And know the place for the first time. 

T. S. Eliot-. Four Quartets: Little Gidding 
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Chapter 2 

SOCIAL CAPITAL, INTELLECTUAL CAPITAL AND 
THE DYNAMIC FIRM 

Kogut and Zander propose "that a firm be understood as a social community 

specializing in the speed and efficiency in the creation and transfer of 
knowledge" (1996: 503). This is an important and a relatively new 

perspective on the theory of the firm that is currently being formalized 

through the ongoing work of these (Kogut & Zander, 1992,1993,1995, 

1996, Zander & Kogut, 1995) and several other authors (Boisot, 1995, 

Conner & Prahalad, 1996, Eisenhardt & Santos, 2002; Loasby, 1991; 

Nonaka & Takeuchi, 1995; Spender, 1996). Standing in stark contrast to the 

more established transaction cost theory that is grounded in the assumption 

of human opportunism and the resulting conditions of market failure (e. g. 
Williamson, 1975), those with this perspective essentially argue that 

organizations have some particular capabilities for creating and sharing 
knowledge that give them their distinctive advantage over other institutional 

arrangements, such as markets. These capabilities also play a crucial role in 
firm dynamics, providing the basis for sustained renewal and an important 

source of competitive advantage in regimes of rapid change (Eisenhardt & 

Martin, 2000; Teece et. al., 1997). For strategy theory, the implications of 

this emerging perspective lie in a move away from equilibrium to dynamic 

models of the firm (Hdgstrom with Chandler, 1997; Winter, 1995) and a 

shift of focus from the historically dominant theme of value appropriation to 

one of value creation (Ghoshal & Moran, 1996; Moran & Ghoshal, 1996, 

1999). 
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The particular capabilities of organizations for creating and sharing 

knowledge derive from a range of factors, including the special facility 

organizations have for the creation and transfer of tacit knowledge (Kogut & 

Zander, 1993,1996, Nonaka & Takeuchi, 1995, Spender, 1996); the 

organizing principles by which individual and functional expertise are 

structured, coordinated and communicated and through which individuals 

cooperate (Conner & Prahalad, 1996; Kogut & Zander, 1992; Zander & 

Kogut, 1995) , and the nature of organizations as social communities (Brown 

& Duguid, 2000; Kogut & Zander, 1992,1996; Orlikowski, 2002). 

However, notwithstanding the substantial insights we now have into the 

attributes of organizations as knowledge systems, we still lack a coherent 

theory for explaining them. In this chapter, I seek to address this gap and to 

present a theory of how firms can enjoy what Ghoshal and Moran (1996) 

have called "the organizational advantage". In so doing, I aim to advance 

understanding of both why firms exist and what underpins their dynamic 

capability. 

This theory is rooted in the concept of social capital. Analysts of social 

capital are centrally concerned with the significance of relationships as a 

resource for social action (Adler & Kwon, 2002, Baker, 1990-, Bourdieu, 

1986-, Burt, 1992; Coleman, 1988; 1990., Jacobs, 1965; Loury, 1987). 

However, as Putnam (1995) observes, social capital is not a unidimensional 

concept, and, while sharing a common interest in how relational resources 

aid the conduct of social affairs, the different authors on this topic have 

tended to focus on different facets of social capital. In this essay I will (1) 

integrate these different facets to define social capital in terms of three 

distinct dimensions; (2) describe how each of these dimensions facilitates 

the creation and exchange of knowledge; and (3) argue that organizations, 

as institutional settings, are able to develop high levels of social capital in 

terms of all three dimensions. My primary focus, however, is on the 
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interrelationships between social and intellectual capital since, as I have 

already noted, there is already a clear stream of work which identifies and 

elaborates the significance of knowledge processes as the foundation of 

organizational advantage and dynamic capability. My aim here is to 

provide a theoretical explanation of why this is the case. 

SOCIAL CAPITAL 

The term "social capital" initially appeared in community studies, 

highlighting the central importance - for the survival and functioning of city 

neighbourhoods - of the networks of strong, cross-cutting personal 

relationships developed over time, that provide the basis for trust, 

cooperation and collective action in such communities (Jacobs, 1965). 

Early usage also indicated the significance of social capital for the 

individual: the set of resources inherent in family relations and in 

community social organizations useful for the development of the young 

child (Loury, 1977). The concept has been applied since its early use to 

elucidate a wide range of social phenomena, although researchers 

increasingly have focused attention on the role of social capital as an 

influence not only on the development of human capital (Coleman, 1988; 

Loury, 1977,1987) but on the econornic performance of firms (Baker, 

1990), geographic regions (Putnan-i, 1993,1995) and nations (Fukuyama, 

1995). 

The central proposition of social capital theory is that networks of 

relationships constitute a valuable resource for the conduct of social affairs - 

providing their members with "the collectivity-owned capital, a "credential" 

which entitles them to credit, in the various senses of the word" (Bourdieu, 

1986: 249). Much of this capital is embedded within networks of mutual 

acquaintance and recognition. Bourdieu (1986) for example, identifies the 
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durable obligations arising from feelings of gratitude, respect and friendship 

or from the institutionally guaranteed rights derived from membership of a 

family, a class or a school. Other resources are available through the 

contacts or connections networks bring. For example, through "weak ties" 

(Granovetter, 1973) and "friends of friends" (Boissevain, 1974) network 

members can gain privileged access to information and to opportunities. 

Finally, significant social capital in the form of social status or reputation 

can be derived from membership of specific networks, particularly those in 

which such membership is relatively restricted (Bourdieu, 1986, Burt, 1992; 

D'Aveni & Kesner, 1993). 

Although these authors agree on the significance of relationships as a 

resource for social action, they lack consensus on a precise definition of the 

term social capital. Some, like Baker (1990), limit the scope of the term to 

only the structure of the relationship networks, while others, like Bourdieu 

(1986,1993) and Putnam (1995), also include in their conceptualization of 

social capital the actual or potential resources that can be accessed through 

such networks. Here, I adopt the latter view and define social capital as the 

sum of the resources embedded within, available through and derived from 

the network of relationships possessed by an individual or social unit. Social 

capital thus comprises both the network and the assets that may be 

mobilised through that network (Bourdieu, 1986, Burt, 1992). 

As a set of resources rooted in relationships, social capital has many 
different attributes and Putnam (1995) has argued that a high priority for 

research is to clarify the dimensions of social capital. In the context of my 

exploration of the role of social capital in the creation of intellectual capital, 

I suggest that it is useful to consider these facets in terms of three clusters - 
the structural, the relational and the cognitive dimensions of social capital. 
Although I separate these three dimensions analytically, I recognise that 
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many of the features I describe are, in fact, highly interrelated. Moreover, 

in this analysis I set out to indicate important facets of social capital rather 
than review such facets exhaustively. 

In making the distinction between the structural and the relational 
dimensions of social capital, I draw on Granovetter's (1992) discussion of 
structural and relational embeddedness. Structural embeddedness concerns 
the properties of the social system and of the network of relations as a 
whole. ' The term describes the impersonal configuration of linkages 
between people or units. In this essay, the structural dimension of social 
capital refers to the overall pattern of connections between actors, i. e. who 
you reach and how you reach them (Burt, 1992). Among the most important 
facets of this dimension are the presence or absence of network ties between 

actors (Scott, 1991; Wasserman & Faust, 1994); network configuration 
(Krackhardt, 1989) or morphology (Tichy, Tushman & Fornbrun, 1979) 
describing the pattern of linkages in terms of such measures as density, 

connectivity and hierarchy; and appropriable organization, i. e. the existence 
of networks created for one purpose wl-ých may be used for another 
(Coleman, 1988). 

In contrast, the term "relational embeddedness" describes the kind of 

personal relationships people have developed with each other through a 
history of interactions (Granovetter, 1992). This concept focuses on the 

particular relations people have, such as respect and friendship, that 

influence their behaviour. It is through these ongoing personal relationships 

I recognise that this terminology deviates from much that is customary in the field of 
network analysis. In particular, the focus of network analysis is relational data but 
included under its heading are attributes that I label structural here. Scott, for example 
describes network analysis as being concerned with "the contacts, ties and connections, the 
group attachinents and meetings which relate one agent to another.... These relations 
connect pairs of agents to larger relational systems" (1991: 3). However, I justify my usage 
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that people fulfil such social motives such as sociability, approval and 

prestige. For example, two actors may occupy equivalent positions in 

similar network configurations but if their personal and emotional 

attachments to other network members differ, their actions also are likely to 

differ in important respects. For instance, although one actor may choose to 

stay in a firm because of an attachment to fellow workers despite econorruc 

advantages available elsewhere, another without such personal bonds may 

discount working relationships in making career moves. In this essay, I use 

the relational dimension of social capital to refer to those assets created and 

leveraged through relationships, and parallel to what Lindenberg (1996) 

describes as behavioural as opposed to structural embeddedness and what 

Hakansson and Snehota (1995) refer to as "actor bonds". Among the key 

facets in this cluster are trust and trustworthiness (Fukuyama, 1995, Putnam, 

1993), norms and sanctions (Coleman, 1990, Putnam, 1995), obligations 

and expectations (Burt, 1992; Coleman, 1990; Granovetter, 1985, Mauss, 

1954) and identity and identification (Hakansson & Snehota, 1995; Merton, 

1968). 

The third dimension of social capital, which I label the cogrutive dimension, 

refers to those resources providing shared representations, interpretations 

and systems of meaning between parties (Cicourel, 1973). 1 identify this 

cluster separately because I believe it represents an important set of assets 

not yet discussed in the mainstream literature on social capital but the 

significance of which is receiving substantial attention in the strategy 

domain (Conner & Prahalad, 1996; Grant, 1996; Kogut & Zander, 1992, 

1996). These resources also represent facets of particular importance in the 

context of my consideration of intellectual capital. These facets include 

both through reference to Granovetter and because I believe this terminology captures well 
the personal aspect of this dimension. 
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shared language and codes (Arrow, 1974, Cicourel, 1973, Monteverde, 

1995) and shared narratives (Orr, 1990). 

Although social capital takes many forms, each of these forms has two 

characteristics in common: (1) they constitute some aspect of the social 

structure, and (2) they facilitate the actions of individuals within the 

structure (Coleman, 1990). First, as a social-structural resource, social 

capital inheres in the relations between persons and among persons. Unlike 

other forms of capital, social capital is owned jointly by the parties in a 

relationship and no one player has, or is capable of having, exclusive 

ownership rights (Burt, 1992). Moreover, although it has value in use, social 

capital cannot be traded easily. Friendships and obligations do not readily 

pass from one person to another. Second, social capital makes possible the 

achievement of ends that would be impossible without it or that could be 

achieved only at extra cost. 

In examining the consequences of social capital for action, I can identify 

two distinct themes. First, social capital increases the efficiency of action. 

For example, networks of social relations, particularly those characterised 

by weak ties or structural holes, that is disconnections or nonequivalencies 

among players in an arena, increase the efficiency of information diffusion 

through minimising redundancy (Burt, 1992). Some have also suggested 

that social capital in the form of high levels of trust diminishes the 

probability of opportunism and reduces the need for costly monitoring 

processes. It thus reduces the costs of transactions (Putnam, 1993). 

Whereas the first theme could be regarded as illustrative of what North 

(1990) calls "allocative efficiency", the second theme centres on the role of 

social capital as an aid to adaptive efficiency and to the creativity and 

learning it implies. In particular, researchers have found social capital to 
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encourage cooperative behaviour, thereby facilitating the development of 

new forms of association and innovative organization (Fukuyama, 1995; 

Jacobs, 1965; Putnam, 1993). The concept, therefore, is central to the 

understanding of institutional dynamics, innovation and value creation. 

It should be noted, however, that social capital is not a universally beneficial 

resource. As Coleman observes "(A) given form of social capital that is 

useful for facilitating certain actions may be useless or harmful for others" 
(1990: 302). For example, the strong norms and mutual identification which 

may exert a powerful positive influence on group performance can, at the 

same time, limit its openness to information and to alternative ways of doing 

things, producing forms of collective blindness which sometimes have 

disastrous consequences (Janis, 1982; Perrow, 1984, Turner, 1976). 

The main thesis of the work reviewed thus far is that social capital inheres 

in the relations between and among persons and is a productive asset 

facilitating some forms of social action whilst inhibiting others. Social 

relationships within the family and wider community have been shown to be 

an important factor in the development of human capital (Coleman, 1988). 

In a parallel argument, I suggest that social relationships, and the social 

capital therein, are an important influence on the development of intellectual 

capital. In elaborating this argument, I focus on the firm as the primary 

context in which to explore the interrelationships between social and 

intellectual capital. Later in the essay, I consider how the analysis may be 

extended to a wider range of institutional settings. 

INTELLECTUAL CAPITAL 

Traditionally, economists have examined physical and human capital as key 

resources for the firm that facilitate productive and economic activity. 
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However, knowledge too has been recognised as a valuable resource by 

economists. Marshall, for example, suggests that "capital consists in a great 

part of knowledge and organization .... 
(K)nowledge is our most powerful 

engine of production" (1965: 115). He goes on to note that "organization 

aids knowledge", a perspective also central to the work of Arrow (1974). 

More recently, Quinn has expressed a similar view, suggesting that "with 

rare exceptions, the economic and producing power of the firm lies more in 

its intellectual and service capabilities than its hard assets - land, plant and 

equipment.... (V)irtually all public and private enterprises - including most 

successful corporations - are becoming dominantly repositories and 

coordinators of intellect" (1992: 6). 

In this essay, I use the term "intellectual capital" to refer to the knowledge 

and knowing capability of a social collectivity such as an organization, 

intellectual community or professional practice. I have elected to adopt this 

termýinology because of its clear parallel with the concept of human capital, 

which embraces the acquired knowledge, skills and capabilities that enable 

persons to act in new ways (Coleman, 1988). Intellectual capital thus 

represents a valuable resource and a capability for action based in 

knowledge and knowing. 

This orientation to intellectual capital builds on some central themes and 

distinctions found in the substantial and expanding literature on knowledge 

and knowledge processes. Many of these themes have a long history in 

philosophy and Western thought dating back to Plato, Aristotle and 
Descartes. Two issues are of particular relevance when considering the 

special advantage of organizations as an institutional context for the 

development of intellectual capital. These are first, debates about the 

different types of knowledge that may exist and second, the issue of level of 
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analysis in knowledge processes, particularly the question of whether social 

or collective knowledge exists and in what form. 

DIMENSIONS OF INTELLECTUAL CAPITAL 

Types of Knowledge 

Arguably, the most persistent theme in writing about the nature of 

knowledge centres on the proposition that there are different types of 

knowledge. For example, a key distinction scholars frequently make is 

between practical, experience-based knowledge and theoretical knowledge 

derived from reflection and abstraction from that experience -a distinction 

reminiscent of the debate of early philosophers between rationalism and 

empiricism (Giddens & Turner, 1987; James, 1950). Variously labelled 

know-how or procedural knowledge, the former is frequently distinguished 

from know-that, know-what or declarative knowledge (Anderson, 1981; 

Ryle, 1949). It concerns well-practised skills and routines, whereas the 

latter concerns the development of facts and propositions. 2 

Perhaps the most cited and influential distinction of this sort is Polanyl's 

identification of two aspects of knowledge, tacit and explicit. This is a 
distinction he aligns with the "knowing how" and "knowing what" of 
Gilbert Ryle (Polanyi, 1967). Polanyi distinguishes tacit knowledge in 

terms of its incommunicability and Winter (1987) has suggested that it may 
be useful to consider tacitness as a variable, with the degree of tacitness a 
function of the extent to which the knowledge is or can be codified and 

abstracted (see also Boisot, 1995). However, close reading of Polanyi 

indicates that he holds the view that some knowledge will always remain 

tacit. In so doing, he stresses the importance of knowing as well as 

2 To this end, authors have added the concept of know-why (Hamel, 1991; Kogut & 
Zander, 1992) 
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knowledge and, in particular, the active shaping of experience performed in 
3 

the pursuit of knowledge. Discussing the practice of science, he observes 

that "science is operated by the skill of the scientist and it is through the 

exercise of this skill that he shapes his scientific knowledge" (Polanyi, 

1962: 49). This suggests both a view of knowledge as object and of knowing 

as action or enactment in which progress is made through active 

engagement with the world on the basis of a systematic approach to 

knowing (Cook & Brown, 1999). 

Levels of Analysis in Knowledge and Knowing 

Another equally fundamental cause for debate within philosophical and 

sociological circles centres on the existence, or otherwise of particular 

phenomena at the collective level. That is, what is the nature of social 

phenomena that is different from the aggregation of individual phenomena 

(Durkheim, 1952; Gowler & Legge, 1982)? In the context of this essay, the 

question concerns the degree to which it is possible to consider a concept of 

organizational, collective or social knowledge that is different from that of 

individual orgamzational members. 

Simon represents one extreme of the argument, stating that "all 

organizational learning takes place inside human heads, an orgaruzation 

learns in only two ways: (a) by the learning of its members, or (b) by 

ingesting new members who have knowledge the organization didn't 

previously have" (Simon, 1991 a: 176). In contrast, Nelson and Winter take 

a very different position asserting that "the possession of technical 

"knowledge" is an attribute of the firm as a whole, as an organized entity, 

and is not reducible to what any single individual knows, or even to any 

3 Indeed his much -referenced chapter, inwhich he introduces the tacit dimension, is entitled 
"Tacit Knowing, " not "tacit knowledge". 
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simple aggregation of the various competencies and capabilities of all the 

various individuals, equipments and installations of the firm" (1982: 63). 

A similar view is reflected in Brown and Duguld's (1991) analysis of 

communities of practice in which shared learning is inextricably located in 

complex collaborative social practices. Weick and Roberts (1993) also 

report research demonstrating collective knowing at the organizational 
4 level 
. 

My definition of intellectual capital reflects the second of these 

perspectives and acknowledges the significance of socially and contextually 

embedded forms of knowledge and knowing as a source of value differing 

from the simple aggregation of the knowledge of a set of individuals. 

These two dimensions of explicit/tacit and individual/social knowledge have 

been combined by Spender (1996), who created a matrix of four different 

elements of an organization's intellectual capital. Individual explicit 

knowledge - or what Spender labels "conscious knowledge" - is typically 

available to the individual in the form of facts, concepts and frameworks 

that can be stored and retrieved from memory or personal records. The 

second element, individual tacit knowledge - what Spender labels 

11 automatic knowledge" - may take many different forms of tacit knowing, 

including theoretical and practical knowledge of people and the 

performance of different kinds of artistic, athletic or technical skills. 

Availability of people with such explicit knowledge and tacit skills clearly is 

an important part of an organization's intellectual capital and can be a key 

factor in the organization's performance, particularly in contexts where the 

performance of individual employees is crucial, as in specialist craft work 
(Cook & Yanow, 1993). 

See also Walsh's (1995) comprehensive discussion of organizational cognition. 
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The other two elements of an orgaruzation's intellectual capital are social 

explicit knowledge (what Spender calls "objectified knowledge") and social 

tacit knowledge ("collective knowledge" in Spender's terms). The former 

represents the shared corpus of knowledge - epitornised, for example, by 

scientific communities and often regarded as the most advanced form of 

knowledge (Boisot, 1995). Across a wide range of organizations, we are 

currently witnessing major investments in the development of such 

objectified knowledge as firms attempt to pool, share and leverage their 

distributed knowledge and intellect (Quinn, Anderson & Finkelstein, 1996). 

The latter represents the knowledge that is fundamentally embedded in the 

forms of social and institutional practice and that resides in the tacit 

experiences and enactment of the collective (Brown & Duguid, 1991). Such 

knowledge and knowing capacity may remain relatively hidden from 

individual actors but be accessible and sustained through their interaction 

(Spender, 1994). It is the type of knowledge frequently distinguishing the 

performance of highly experienced teams. This shared knowledge has been 

defined as routines by Nelson and Winter (1982) and it appears that much 

important organizational knowledge may exist in this form. For example, 

Weick and Roberts (1993) describe the complex, tacit but heedful 

interrelating that they observed between members of the flight operations 

team on aircraft carriers and wl-iich they suggest may characterise all Ngh- 

reliability organizations. 

For a given firm, these four elements collectively constitute its intellectual 

capital. Further, the elements are not independent, as Spender (1996) notes. 

However, in a stylised comparison of individuals working within an 

organization versus the same individuals working at arms length across a 

hypothetical market (in the spirit of Conner and Prahalad's (1996) analysis), 

I use the two categories of social knowledge to provide the crux of my 

distinctioný as Spender argues, "(C)ollective knowledge is the most secure 
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and strategically significant kind of organizational knowledge" (1996-52). 

Therefore, it is on the social explicit knowledge and the social tacit 

knowledge that I focus this analysis of organizational advantage and the 

dynamic firm. This is an important limitation of my theory because, by 

restricting the scope of my analysis only to social knowledge, I will be 

unable to capture the influences that explicit and tacit individual knowledge 

may have on the intellectual capital of the firm. 

There is another important way in which I limit this analysis. The potential 

advantages of internal organization over market organization, and the 

foundations of the dynamic firm, may arise from its superior abilities in both 

creating and exploiting intellectual capital (Kogut & Zander, 1993). 

However, I focus here only on the creation of intellectual capital and ignore 

the exploitation aspects. There are two reasons for imposing this constraint 

on this analysis. First, comprehensive consideration of both processes 

would exceed the space available. Second, and more important, the benefits 

of intraorganizational exploitation of knowledge stem largely from missing, 

incomplete or imperfect markets for such knowledge (Arrow, 1974 Teece, 

1988, Williamson, 1975). Therefore, such advantages historically have 

been a part of the more traditional market-failure- based theories of the firm. 

Where I go beyond such theories is in my argument that internal 

organization may, within limits, be superior to market transactions for the 

creation of new knowledge. 

TfiE CREATION OF DiTELLECTUAL CAPITAL 

How is new knowledge created? Following Schumpeter (1934), Moran and 

Ghoshal (1996,1999) have argued that all new resources, including 
knowledge, are created through two generic processes, namely combination 

and exchange. WHe this argument is yet to be widely scrutinised, and 
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although it is possible that there may be still other processes for the creation 

of new knowledge (particularly at the individual level), I believe that these 

two, indeed, are among the key mechanisms for creating social knowledge, 

therefore I adopt this framework for the analysis developed here. 

Combination and the Creation of Intellectual Capital 

Combination is the process viewed by Schumpeter as the foundation for 

economic development - "to produce means to combine materials and forces 

within our reach" (1934: 65) - and this perspective has become the starting 

point for much current work on organizations as knowledge systems 

(Boisot, 1995, Cohen & Levinthal, 1990; Kogut & Zander, 1992). In this 

literature, scholars frequently identify two types of knowledge creation. 

First, new knowledge can be created through incremental change and 

development from existing knowledge. Schumpeter (1934), for example 

talks of continuous adjustment in small steps and March and Simon (1958) 

identify "localised search" and "stable heuristics" as the basis for 

knowledge growth. Within the philosophy of science, Kuhn (1970) sees 

development within the paradigm as the dominant mode of progression. 
Second, many authors also discuss more radical change: innovation, in 

Schumpeter's terms,, double-loop learning, according to Argyris & Schon 

(1978), and paradigmatic change and revolution according to Kuhn (1970). 

There appears to be a consensus that both types of knowledge creation 
involve making new combinations - incrementally or radically - either by 

combining elements previously unconnected or by developing novel ways 

of combining elements previously associated. "Development in our sense is 

then defined by the carrying out of new combinations" (Schumpeter, 

934ý66) 5, a view endorsed by the recent research of Leonard-Barton (1995). 

5 In their theory of the knowledge-creating company, Nonaka and Takeuchi define 
combination as "a process of systematizing concepts into a knowledge system. This mode 
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Exchange and the Creation of Intellectual Capital 

Where resources are held by different parties, exchange is a pre-requisite for 

resource combination. Since intellectual capital generally is created through 

a process of combining the knowledge and experience of different par-ties, it 

too is dependent upon exchange between these parties. Sometimes, this 

exchange involves the transfer of explicit knowledge, either individually or 

collectively held, as in the exchange of information within the scientific 

community or via the Internet. Often, new knowledge creation occurs 

through social interaction and co-activity. Zucker, Darby, Brewer and Peng 

(1996) have shown the importance of collaboration for the development and 

acquisition of fine-grained collective knowledge in biotechnology. Their 

research endorses the significance of teamwork in the creation of 

knowledge, as identified much earlier by Penrose (1959). In developing her 

theory of the growth of the firm, Penrose proposed that a firm be viewed as 

4C a collection of individuals who have had experience in working together, 

for only in this way can "teamwork" be developed" (1959: 46). 

There are many aspects to the learning embedded in such shared experience. 

They include the specific meanings and understandings subtly and 

extensively negotiated in the course of social interaction. Importantly, they 

also include an appreciation of the ways in which action may be 

coordinated. For, as Penrose observes, such experience "develops an 
increasing knowledge of the possibilities for action and the ways in which 

action can be taken by 
... the firm. This increase in knowledge not only 

of knowledge conversion involves combining different bodies of explicit knowledge" 
(1995: 67). They prefer to use different terms for those forms of conversion involving tacit 
knowledge. However, following Polanyi (1967), 1 believe that all knowledge processes 
have a tacit dimension and that, fundamentally, the same generic processes underlie all 
forms of knowledge conversion. Therefore my usage of the term "combination" in this 
context is more general and is rooted in a viev., of intellectual capital as embracing both the 
explicit knowledge and tacit knowing of a collective and its members. My view, thus, 
resembles more closely the concept of combinative capabilities discussed by Kogut and 
Zander (1992). 
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causes the productive opportunity of a firm to change... but also contributes 

to the "uni queness" of the opportunity of each individual firm". (19 5 9: 5 3) 

An interest in the ways in which such collective learning, especially 

concerning how to coordinate diverse production skills and to integrate 

several technology streams, has been at the heart of much recent discussion 

of core competence as the source of competitive advantage (Prahalad & 

Hamel, 1990) and is suggestive of the complex ways in which exchange 

contributes to the creation of intellectual capital. 

TUE CONDITIONS FOR EXCHA-NGE AND COMBINATION 

In their analysis of value creation, Moran and Ghoshal (1999) identify three 

conditions that must be satisfied for exchange and combination of resources 

actually to take place. I believe that these conditions apply to the creation of 

new intellectual capital. In addition, however, I identify a fourth factor 

which I regard as a pre-requisite for the creation of intellectual capital. 

The first condition is that the opportunity exists to make the combination or 

exchange. In the context of this analysis, I see this condition being 

determined by accessibility to the objectified and collective forms of social 

knowledge. A fundamental requirement for the development of new 

intellectual capital is that it is possible to draw upon and engage in the 

existing and differing knowledge and knowing activities of various parties 

or knowing communities (Boland & Tenkasi, 1995; Zucker et. al., 1996), In 

the academic world, the "invisible college" long has been recognised as an 
important social network giving valuable early access to distributed 

knowledge, facilitating its exchange and development and thereby 

accelerating the advancement of science (Crane, 1972). Clearly, recent 

developments in technology such as Lotus Notes and the Internet have 
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considerably increased the opportunities for knowledge combination and 

exchange. In addition, however, as the history of science demonstrates, the 

creation of new intellectual capital also may occur through accidental rather 

than planned combinations and exchanges, reflecting emergent patterns of 

accessibility to knowledge and knowledge processes. 

Second, in order for the parties involved to avail themselves of the 

opportunities which may exist to combine or exchange resources, value 

expectancy theorists suggest that parties must expect such deployment to 

create value. In other words, they must anticipate that interaction, exchange 

and combination will prove worthwhile, even if they remain uncertain of 

what will be produced or how. Writing about the anticipated outcome of a 

conference of business practitioners and researchers, Slocum comments: 

"(E)ach of us expects to learn something of value as a result of our being 

here. None of us knows exactly what we are going to learn or what path we 

will take in the pursuit of this knowledge. We are confident, however, that 

the process works" (1994: ix). This anticipation of or receptivity to learning 

and new knowledge creation has been shown to be an important factor 

affecting the success or otherwise of strategic alliances (Hamel, 1991). It 

exemplifies Giddens' (1984) concept of intentionality as an influence on 

social action and, in so doing, also acknowledges the possibility that 

outcomes may turn out to be different from those anticipated. 

The third condition for the creation of new resources highlights the 

importance of motivation. Even where opportunities for exchange exist and 

people anticipate that value may be created through exchange or interaction, 

those involved must feel that their engagement in the knowledge exchange 

and combination will be worth their while. Moran and Ghoshal (1996) see 

this as the expectation that the parties engaged in exchange and combination 

will be able to appropriate or realise some of the new value created by their 
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engagement even though, as noted previously, they may be uncertain about 

precisely what that value may be. For example, while having considerable 

potential, the availability of electronic knowledge exchange does not 

automatically induce a willingness to share information and build new 

intellectual capital. Quinn, Anderson and Finkelstein (1996) found in a 

study of Arthur Andersen Worldwide that major changes in incentives and 

culture were required to stimulate use of its new electronic network and they 

suggest that motivated creativity, which they describe as "care-why", is a 

fundamental influence in the creation of value through leveraging intellect. 

In his research on internal stickiness, Szulanski (1996) also found that lack 

of motivation may inhibit the transfer of best practice within the firm. 

However, Szulanksi discovered that far more important as a barrier was the 

lack of capacity to assimilate and apply new knowledge. 

Accordingly, I propose that there is a fourth precondition for the creation of 

new intellectual capital: combination capability. Even where the 

opportunities for knowledge exchange and combination exist, these 

opportunities are perceived as valuable, and parties are motivated to make 

such resource deployments or to engage in knowing activity, the capability 

to combine information or experience must exist. In their research on 
innovation, Cohen and Levinthal (1990) argue that the ability to recognise 

the value of new knowledge and information but also to assirruilate and use it 

are all vital factors in organizational learning and innovation. Their work 
demonstrates that these abilities, which they label "absorptive capacity", 
depend upon the existence of related prior knowledge. Moreover, they 

suggest that an organization's absorptive capacity does not reside in any 

single individual but depends crucially on the links across a mosaic of 

individual capabilities - an observation that parallels Spender's (1996) 

discussion of collective knowledge. 
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TOWARDS A TiiEORY OF THE CREATION OF INTELLECTUAL CAPITAL 

By way of summary, I have argued the following. First, new intellectual 

capital is created through combination and exchange of existing intellectual 

resources, which may exist in the form of explicit and tacit knowledge and 

knowing capability. Second, there are four conditions which affect the 

deployment of intellectual resources and engagement in knowing activity 

involving combination and exchange. Third, in reviewing the burgeoning 

literature on knowledge and knowing, I have encountered much evidence in 

support of the view that the combination and exchange of knowledge are 

complex social processes and that much valuable knowledge is 

fundamentally socially embedded - in particular situations, in co-activity 

and in relationships. As yet, I have uncovered no single theoretical 

framework that pulls together the various strands I can ident4 in this 

literature. For example, although a growing body of work exists in which 

scholars adopt an evolutionary perspective and identify the special 

capabilities of firms in the creation and transfer of tacit knowledge, this 

work has not yet produced a coherent theory explaining these special 

capabilities. Given the social embeddedness of intellectual capital, I suggest 

that such a theory is likely to be one that is primarily concerned with social 

relationships. Accordingly, I believe that social capital theory offers a 

potentially valuable perspective for understanding and explaining the 

creation of intellectual capital. It is to this theory I now return. 

SOCIAL CAPITAL, EXCHANGE AND COMBINATION 

Social capital resides in relationships, and relationships are created through 

exchange (Bourdieu, 1986). The pattern of linkages and the relationships 
built through them are the foundation for social capital. What we observe is 

a complex and dialectical process in which social capital is created and 
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sustained through exchange and in which, in turn, social capital facilitates 

exchange. For example, there is mounting evidence demonstrating that 

where parties trust each other, they are more willing to engage in 

cooperative activity through which further trust may be generated 

(Fukuyama, 1995; Putnam, 1993; Tyler & Kramer, 1996). In social 

systems, exchange is the precursor to resource combination. Thus, social 

capital influences combination indirectly through exchange. However, I 

argue below that several facets of social capital, particularly those pertaining 

to the cognitive dimension, also have a direct influence on the ability of 

individuals to combine knowledge in the creation of intellectual capital. 

Although my primary objective is to explore the ways in which social 

capital influences the development of intellectual capital, I recogmse that 

intellectual capital may itself facilitate the development of social capital. 

Thus, later in the essay I consider how the co-evolution of these two forms 

of capital may underpin organizational advantage and dynamic capabilities. 

The main thesis I develop here is that social capital facilitates the 

development of intellectual capital by affecting the conditions necessary for 

exchange and combination to occur. To explore this proposition, I now 

examine some of the ways in which each of the three dimensions of social 

capital influences the four conditions for resource exchange and 

combination presented earlier in the essay. The specific relationships I 

identify are summarised in Figure 2.1. 

For the sake of clarity of exposition, In the following analysis I consider the 

impact of each dimension of social capital independently of the other 

dimensions. I recognise, however, that both the dimensions and the several 

facets of social capital are likely to be interrelated in important and complex 

ways. For example, particular structural configurations, such as those 

displaying strong symmetrical ties have consistently been shown to be 
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associated with such relational facets as interpersonal affect and trust 

(Granovetter, 1985, Krackhardt, 1992). Similarly, researchers have 

highlighted the often-complex interdependencies between social 

identification and shared vocabulary and language (Ashforth & Mael, 1995). 

Moreover, not all dimensions of social capital are mutually reinforcing. For 

instance, an efficient network in structural terms may not be the best way to 

develop the strong relational or cognitive social capital that may be 

necessary to ensure the effective operation of such networks. Nohria and 

Eccles (1992), for example, highlight important differences between face- 

to-face and electronic exchange and propose that using electronically 

mediated exchange to help create a network organization requires more, not 

less, face-to-face communication. My primary focus on the independent 

effects of these dimensions therefore limits the richness of the present 

exploration and identifies an important area for future work. 

EXCHANGE, COMBINATION AND THE STRUCTURAL DIMENSION OF SOCIAL 

CAPITAL 

My main argument in this section is that, within the context of the 

framework of combination and exchange adopted for this essay, the 

structural dimension of social capital influences the development of 

intellectual capital primarily (though not exclusively) through the ways in 

which its various facets affect access to parties for exchanging knowledge 

and participating in knowing activities. While recognising that the 

structural facets may also be systematically associated with other conditions 

for the exchange and combination of knowledge, I believe that these 

associations are primarily derived indirectly, through the ways in which 

structure influences the development of the relational and cognitive 

dimensions of social capital. For example, the strong, symmetrical ties 

52 



frequently associated with the development of affective relationships (both 

positive and negative) may in turn influence individuals' motivation to 

engage in social interaction and, thereby, exchange knowledge (Krackhardt, 

1992, Lawler & Yoon, 1996). Similarly, stable networks characterised by 

dense relations and high levels of interaction are conducive to the 

development of the different facets of cognitive social capital discuss in this 

essay (Boisot, 1995; Orr, 1990). 

Network Ties 

The fundamental proposition of social capital theory is that network ties 

provide access to resources. One of the central themes in the literature is 

that social capital constitutes a valuable source of information benefits, (i. e., 

11 who you know" affects "what you know"). Coleman (1988) states that 

information is important in providing a basis for action but it is costly to 

gather. However, social relations, often established for other purposes, 

constitute information channels which reduce the amount of time and 

investment required to gather information. 

Burt (1992) suggests that these information benefits occur in three forms: 

access, timing and referrals. The term "access" refers to receiving a 

valuable piece of information and knowing who can use it and identifies the 

role of networks in providing an efficient information screening and 

distribution process for members of those networks. Thus network ties 

influence both access to parties for combining and exchanging knowledge 

(Al in Figure 2.1) and anticipation of value through such exchange (A2 in 
Figure 2.1). The operations of the invisible college provide an example of 

such networks. 

"Timing" of information flows refers to the ability of personal contacts to 

provide information sooner than it becomes available to people without such 
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contacts. This may well increase the anticipated value of such information 

(A2 in Figure 2.1) as demonstrated in research on Job seeking behaviour 

(Granovetter, 1973). Such early access to information may be especially 

important in commercially oriented research and development where speed 

to market may be a crucial factor determining success. 

"Referrals" are those processes that provide information on available 

opportunities to people or actors in the network, hence influencing the 

opportunity to combine and exchange knowledge (Al in Figure 2.1). They 

constitute a flow of information not only about possibilities but frequently 

include reputational endorsement for the actors involved - thereby 

influencing both the anticipated value of combination and exchange and the 

motivation for such exchange (see Granovetter, 1973 and Putnam, 1993). 

However, I believe that such reputational endorsement derives more from 

relational than structural factors, which I explore below. 

Network Configuration 

Ties provide the channels for information transmission, but the overall 

configuration of these ties constitutes an important facet of social capital 

that may impact the development of intellectual capital. For example, three 

properties of network structure - density, connectivity and hierarchy - are all 
features associated with flexibility and ease of information exchange 4: 1 

through their impact on the level of contact or accessibility they provide to 

network members (A3 in Figure 2.1 -, Ibarra, 1992; Krackhardt, 1989). 

Burt (1992) notes that a player with a network rich in information benefits 

has contacts established in the places where useful bits of Information are 
likely to air and who will provide a reliable flow of information to and from 

those places. Whilst acknowledging the importance of trust and 

trustworthiness as a factor in the choice of contacts, Burt (1992) devotes 
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much more attention to the efficiency of different relationship structures, 

arguing, in particular, that the sparse network, with few redundant contacts, 

provides more information benefits. The dense network is inefficient in the 

sense that it returns less diverse information for the same cost as that of the 

sparse network. The benefits of the latter thus derive from both the diversity 

of information and the lower costs of accessing it. 

Jacobs (1965) and Granovetter (1973) have made similar arguments, 

identifying the role of "hop-and- skip" links and "loose ties" in information 

diffusion through communities. This aspect of diversity is very important, 

because it is well established that significant progress in the creation of 

intellectual capital often occurs by bringing together knowledge from 

disparate sources and disciplines. Networks and network structures thus 

represent facets of social capital that influence the range of information that 

may be accessed (A3 in Figure 2.1) and which thus becomes available for 

combination. As such, these structures constitute a valuable resource as 

channels or conduits for knowledge difflusion and transfer. 

However, there are important limitations to the conduit model, in which 

meaning is viewed as unproblematic and in which primary concern is with 

issues of information transfer. For example, Hansen (1999) has found that 

weak ties facilitate search but impede transfer, especially when knowledge 

is not codified. Thus, whereas networks which have little redundancy may 
be both effective and efficient for the transfer of information whose 

meaning is relatively unproblematic, much richer patterns of relationship 

and interaction are important where the meaning of information is uncertain 

and ambiguous or where parties to an exchange differ in their prior 
knowledge. For example, Cohen and Levinthal (1990) have shown that 

some redundancy is necessary for the development of cross-functional 

absorptive capacity. Nonetheless, the general point remains that the 
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configuration of the network is an important influence on the accessibility of 

information resources (A3 in Figure 2.1), although the appropriate level of 

redundancy is contingent on the degree to which the parties to knowledge 

exchange share a common knowledge base. 

Appropriable Organization 

Social capital developed in one context, such as ties, norms and trust, can 

often (but not always) be transferred from one social setting to another, thus 

influencing patterns of social exchange. Examples include the transfer of 

trust from family and religious affiliations into work situations (Fuk-uyama, 

1995), the development of personal relationships into business exchanges 

(Coleman, 1990) and the aggregation of the social capital of individuals into 

that of organizations (Burt, 1992). This suggests that organizations created 

for one purpose may provide a source of valuable resources for other, 

different purposes (Nohria, 1992; Putnam, 1993,1995). Such appropriable 

social organization can provide a potential network of access to people and 

their resources, including information and knowledge (A4 in Figure 2.1) 

and, through its relational and cognitive dimensions, may ensure motivation 

and capability for exchange and combination (see below). However, such 

organization also may inhibit such processes; indeed research demonstrates 

how organizational routines may separate rather than coordinate groups 

within organizations, constraining rather than enabling learning and the 

creation of intellectual capital (Dougherty, 1996; Hedberg, 1981). 

ExCHANGE, COMBINATION AND THE COGNITIVE DIMENSION OF SOCIAL 

CAPITAL 

Earlier in this essay, I defined intellectual capital as the knowledge and 

knowing capability of a social collectivity. This reflects my belief that, 

fundamentally, intellectual capital is a social artefact and that knowledge 
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and meaning are always embedded in a social context - both created and 

sustained through ongoing relationships in such collectivities, Although 

scholars widely recognise that innovation generally occurs through 

combining different knowledge and experience and that diversity of opinion 
is a way of expanding knowledge, meaningful communication - an essential 

part of social exchange and combination processes - requires at least some 

sharing of context between the parties to such exchange (Boisot, 1995, 

Boland & Tenkasi, 1995, Campbell, 1969). 1 suggest that this sharing may 

come about in two main ways. (1) through the existence of shared language 

and vocabulary and (2) through the sharing of collective narratives. Further, 

I suggest that these two elements constitute facets of shared cognition that 
facilitate the creation of intellectual capital especially through their impact 

on combination capability. In each case they do so by acting as both a 

medium and a product of social interaction. 

Shared Language and Codes 

There are several ways in which a shared language influences the conditions 

for combination and exchange. First, language has a direct and important 

function in social relations for it is the means by which people discuss, 

exchange information, ask questions and conduct business in society. To the 

extent that people share a common language this facilitates their ability to 

gain access to people and their information. To the extent that their 

language and codes are different, this keeps people apart and restricts their 

access (B I in Figure 2.1). 

Second, language influences our perception (Berger & Luckmann, 1966, 

Pondy & Nfitroff, 1979). Codes organise sensory data into perceptual 

categories and provide a frame of reference for observing and interpreting 

our environment. Thus, language filters out of awareness those events for 

which terms do not exist in the language and filters in those activities for 
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which terms do exist. Shared language may thus provide a common 

conceptual apparatus for evaluating the likely benefits of exchange and 

combination (B2 in Figure 2.1). 

Third, a shared language enhances combination capability (B3 in Figure 

2.1). Knowledge advances through developing new concepts and narrative 

forms (Nonaka & Takeucl-ý, 1995). However, as I noted previously, in 

order to develop such concepts and to combine the information gained 

through social exchange, the different parties must have some overlap in 

knowledge. Boland and Tenkasi (1995) identify the importance of both 

perspective taking and perspective making in knowledge creation, and they 

demonstrate how the existence of a shared vocabulary enables the 

combining of information. I suggest it is for all these reasons that 

researchers increasingly recognise group-specific communication codes as a 

valuable asset within firms (Arrow, 1974; Kogut & Zander, 1992, 

Monteverde, 1995; Prescott & Visscher, 1980). 

Shared Narratives 

Beyond the existence of shared language and codes, researchers have 

suggested that myths, stories and metaphors also provide powerful means in 

communities for creating, exchanging and preserving rich sets of meanings - 

a view long held by some social anthropologist (Clark, 1972, Nisbet, 1969). 

Bruner (1990) proposes that there are two different modes of cognition: (1) 

the information or paradigmatic mode and (2) the narrative mode. The 

former suggests a process of knowledge creation rooted in rational analysis 

and good arguments, the latter is represented in synthetic narratives, such as 
fairy tales, myths and legends, good stories and metaphors. According to 

Bateson (1972), metaphors cut across different contexts and thus enable the 

combining of both imaginative and literal observations and cogrutions. Orr 

(1990) demonstrates how narrative in the form of stories, full of seemingly 
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insignificant details, facilitates the exchanging of practice and tacit 

experience between technicians, thereby enabling the discovery and 

development of improved practice. The emergence of shared narratives 

within a community thus enables the creation and transfer of new 

interpretations of events, doing so in a way that facilitates the combination 

of different forms of knowledge, including those largely tacit (B4 in Figure 

2.1). 

EXCHANGE, COMBINATION AND THE RELATIONAL DINMNSION OF SOCIAL 

CAPITAL 

Much of the evidence for the relationship between social capital and 

intellectual capital highlights the significance of the relational dimension of 

social capital. Szulanski (1996) has found that one of the important barriers 

to the transfer of best practice within organizations is the existence of 

arduous relations between the source and the recipient. Whereas I have 

argued that the structural dimension has its primary direct impact on the 

condition of accessibility and the cognitive dimension through its influence 

on accessibility and combination capability, research suggests that the 

relational dimension of social capital influences three of the conditions for 

exchange and combination in many ways. These are access to parties for 

exchange, anticipation of value through exchange and combination, and the 

motivation of parties to engage in knowledge creation through exchange and 

combination. 

Trust 

MIsztal defines trust as the belief that the "results of somebody's intended 

action will be appropriate from our point of view" (1996: 9-10). A 

substantial body of research now exists (Fukuyama, 1995; Gambetta, 1988, 

Putnam, 1993,1995; Ring & Van de Ven, 1992,1994, Tyler & Kramer, 
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1996) that demonstrates where relationships are high in trust, people are 

more willing to engage in social exchange in general, and cooperative 

interaction in particular (C I in Figure 2.1). Nfishira (1996) argues that trust 

is multidimensional and indicates a willingness to be vulnerable to another 

party -a willingness that arises from confidence in four aspectsý (1) belief in 

the good intent and concern of exchange partners (Ouchi, 1981, Pascale, 

1990; Ring & Van de Ven, 1994), (2) belief in their competence and 

capability (Sako, 1992; Szulanski, 1996), (3) belief in their reliability 

(Giddens, 1990, Ouchi, 1981) and (4) belief in their perceived openness 

(Ouchi, 1981). 

N/fisztal observes that "trust, by keeping our mind open to all evidence, 

secures communication and dialogue" (1996: 10), suggesting thereby that 

trust may both open up access to people for the exchange of intellectual 

capital (C3 in Figure 2.1) and increase anticipation of value through such 

exchanges (C2 in Figure 2.1). One can find support for this view in 

research demonstrating that where there are high levels of trust, people are 

more willing to take risks in such exchange (Nahapiet, 1996, Ring & Van de 

Ven, 1992). This may represent an increased willingness to experiment with 

combining different sorts of information. For example, Luhmann (1979) has 

shown trust to increase the potential of a system for coping with complexity 

and, thus, diversity - factors known to be important in the development of 

new intellectual capital. Trust may also indicate greater openness to the 

potential for value creation through exchange and combination (C2 in 
Figure 2.1). Boisot highlights the importance of interpersonal trust for 

knowledge creation in contexts of high ambiguity and uncertaintyý "(W)hen 

the message is uncodified, trust has to reside in the quality of the personal 

relationships that bind the parties through shared values and expectations 

rather than the intrinsic plausibility of the message" (1995- 153), 
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As I noted earlier, there is a two-way interaction between trust and 

cooperatiom trust lubricates cooperation, and cooperation itself breeds trust. 

This may lead to the development, over time, of generalised norms of 

cooperation which increase yet further the willingness to engage in social 

exchange (Putnam, 1993). In this respect, collective trust may become a 

potent form of "expectational asset" (Knez & Camerer 1994) that group 

members can rely on more generally to help solve problems of cooperation 

and coordination (Kramer, Brewer & Hanna, 1996). 

Norms 

According to Coleman (1990), a norm exists when the socially defined right 

to control an action is held not by the actor but by others. Thus, it 

represents a degree of consensus in the social system. Coleman suggests 

that "where a norm exists and is effective, it constitutes a powerful though 

sometimes fragile form of social capital" (1988: SI04). Norms of 

cooperation can establish a strong foundation for the creation of intellectual 

capital. Becoming in effect "expectations that bind" (Kramer & Goldman, 

1995), such norms may be a significant influence on exchange processes, 

opening up access to parties for the exchange of knowledge (C4 in Figure 

2.1) and ensuring the motivation to engage in such exchange (Putnam, 

1993) (C5 in Figure 2.1). 

For example, Starbuck (1992) notes the importance of social norms of 

openness and teamwork as key features of knowledge-intensive firms; he 

highlights the significance of the emphasis on cooperation rather than 

competition, on open disclosure of information and on building loyalty to 

the firm as significant underpinnings of the success of the American law 

firm Wachtell, Lipton, Rosen and Katz, which specialises in advice on non- 

routine, challenging cases. Other norms of interaction that have been 

shown to be important in the creation of intellectual capital include a 
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willingness to value and respond to diversity, an openness to criticism and 

tolerance of failure (Leonard-Barton, 1995). Such norms may offset the 

tendency to "groupthink" that may emerge in strong, convergent groups and 

that represents the way in which high levels of social capital may be a real 

inhibitor for the development of intellectual capital (Janis, 1982). At the 

same time, as Leonard-Barton (1995) has shown, norms may also have a 

dark side: those capabilities and values initially seen as a benefit may 

become, in time, a pathological rigidity. 

Obligations and Expectations 

Obligations represent a commitment or duty to undertake some activity in 

the future. Coleman (1990) distinguishes obligations from generalised 

norms, viewing the former as expectations developed within particular, 

personal relationships. He suggests that obligations operate as "credit slip" 

held by A to be redeemed by some performance by B-a view reminiscent 

of Bourdieu's (1986) concept of credential I referred to earlier. In the 

context of the creation of intellectual capital, I suggest that such obligations 

and expectations are likely to influence both access to parties for 

exchanging and combining knowledge (C6 in Figure 2.1) and the motivation 

to combine and exchange such knowledge (C7 in Figure 2.1). The notion 

that "there is no such thing as a free lunch" represents a commonly held 

view that exchange brings with it expectations about future obligations -a 

view explicated in detail by Mauss (1954), Bourdieu (1977) and Cheal 

(1988). Fairtlough (1994) ascribes considerable importance to the formal, 

professional and personal obligations that develop between those involved 

in cooperative research and development projects between different 

organizations. "People in the two companies could rely on each other.... 

This was cooperation which certainly went beyond contractual obligations. 

It might also have gone beyond enlightened self interest, and beyond good ZD 
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professional behaviour, because the scientists liked working together, felt 

committed to the overall project and felt a personal obligation to help the 

others involved" (1994: 119). 

Identification 

Identification is the process whereby individuals see themselves as one with 

another person or group of people. This may result from their membership 

of that group or through its operation as a reference group "in which the 

individual takes the values or standards of other individuals or groups as a 

comparative frame of reference" (Merton, 1968: 288. See also Tajfel, 1982). 

Kramer, Brewer and Hanna (1996) have found that identification with a 

group or collective enhances concern for collective processes and outcomes, 

thus increasing the chances that the opportunity for exchange will be 

recognised. Identification, therefore, acts as a resource influencing both the 

anticipation of value to be achieved through combination and exchange (C8 

in Figure 2.1) and the motivation to combine and exchange knowledge (C9 

in Figure 2.1). 1 find support for this in the research of Lewicki and Bunker 

(1996) whose evidence suggests that salient group identification may not 

only increase the perceived opportunities for exchange but also may 

enhance the actual frequency of cooperation. In contrast, where groups 

have distinct and contradictory identities these may constitute significant 

barriers to information sharing, learning and knowledge creation (Child & 

Rodrigues, 1996, Pettigrew, 1973, Simon & Davies, 1996). 

Thus far, I have argued that social capital theory provides a powerful basis 

for understanding the creation of intellectual capital in general. The vari ZI) II IOUs 

specific links I have proposed are summarised in Figure 2.1. In the next 

section, I suggest that the theory also provides a basis for understanding the 

nature of organizational advantage, since firms, as institutions, are likely to 

be relatively well endowed with social capital. 
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SOCIAL CAPITAL, INTELLECTUAL CAPITAL AND THE DYNAMIC 

FIRM 

In the last twenty-five years, we have witnessed a substantial resurgence of 

interest in the theory of the firm. During this period, those espousing 

transaction cost approaches became increasingly influential, positing, at 

their simplest, that the existence of firms can be explained in terms of 

market failure and the greater ability of firms, through hierarchy, to reduce 

the costs of transactions in particular (and relatively restricted) 

circumstances (Williamson, 1975,1981,1985). The transaction cost theory 

of the firm has proved robust and has been applied across a wide range of 

issues, but it has also become subject to growing criticism for a range of 

definitional, methodological and substantive reasons (see, for example, 

Conner & Prahalad, 1996 and Pitelis, 1993). More fundamentally, as I 

noted at the outset of this essay, researchers now are seeking to develop a 

theory of the firm that is expressed in positive terms (Kogut & Zander, 

1996; Masten, Meehan & Snyder, 1991, Simon, 1991b) - away from a 

market-failure framework to one grounded in the concept of organizational 

advantage (Ghoshal and Moran, 1996; Moran & Ghoshal, 1996). 

Increasingly, the special capabilities of organizations for the creation and 

transfer of knowledge are being identified as a central element of 

organizational advantage. Moreover, it is these same capabilities that are 
idely regarded as the foundation of competitive advantage in dynamic wi Z: 1 

markets. As Eisenhardt and Martin observe "(T)he manipulation of 
knowledge resources, in particular, is especially critical in such markets" 

(2000: 1106). Thus, the ability to create and exploit new knowledge is a vital 

element in the firm's ongoing potential for renewal (Teece et. al., 1997). 
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I suggest that social capital theory provides a sound basis for explaining 

why this should be the case. First, organizations as institutional settings are 

characterised by many of the factors known to be conducive to the 

development of high levels of social capital, Second, it is the co-evolution 

of social and intellectual capital that underpins both organizational 

advantage and dynamic capabilities. 

ORGANIZATIONS, AS INSTITUTIONAL SETTINGS, ARE CONDUCIVE TO THE 

DEVELOPMENT OF SOCIAL CAPITAL 

Social capital is owned jointly by the parties to a relationship, with no 

exclusive ownership rights for individuals. Thus, it is fundamentally 

concerned with resources located within structures and processes of social 

exchange-, as such, the development of social capital is significantly affected 

by those factors shaping the evolution of social relationships. I discuss four 

such conditions here: time, interaction, interdependence and closure. I argue 

that all four are more characteristic of internal organization than of market 

organization as represented in neoclassical theory and that, as a result, 

organizations as institutional settings are conducive to the development of 

high levels of social capital relative to markets. However, as I will 

subsequently note, in practice these conditions may also occur in some 

forms of interorganizational networks, thereby enabling such networks to 

become relatively well endowed with social capital. 

In exploring the significance of time, interaction, interdependence and 

closure for the development of social capital, I will focus my discussion on 

the links to organizational advantage. Although not considered in detail 

here, given their impact on social capital, I also expect these conditions to 
be important in the evolution of firm-level dynamic capabilities. 
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Time and the Development of Social Capital 

Like other forms of capital, social capital constitutes a form of accumulated 

history - here reflecting investments in social relations and social 

organization through time (Bourdieu, 1986, Granovetter, 1992). Time is 

important for the development of social capital since all forms of social 

capital depend on stability and continuity of the social structure. The 

concept of embedding fundamentally means the binding of social relations 

in contexts of time and space (Giddens, 1990). 

Coleman highlights the importance of continuity in social relationships thus: 

4t one way in which the transactions that make up social action differ from 

those of the classical model of a perfect market lie in the role of time. In a 

model of a perfect market, transactions are both costless and instantaneous. 

But in the real world, transactions are consummated over a period of time" 

(1990: 91). For example, since it takes time to build trust, relationship 

stability and durability are key network features associated with high levels 

of trust and norms of cooperation (Axelrod, 1984; Granovetter, 1985, 

Putnam, 1993, Ring & Van de Ven, 1992). The duration and stability of 

social relations also influence the clarity and visibility of mutual obligations 

(Misztal, 1996). 

Xthough in the main, social capital is created as a by-product of activities 

engaged in for other purposes, intentional or constructed organization 

represents a direct, purposeful investment in social capital (Coleman, 1990; 

1993). "These organizations ordinarily take the form of authority structures 

composed of positions connected by obligations and expectations and 

occupied by persons" (Coleman 1990.313). In contrast to the short-term 

transactions characterising the markets of neo-classical theory, intentional or 

constructed organization represents the creation and maintenance of an 

explicit and enduring structure of ties constituting, through organizational 
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design, a configuration of relationships and resources usable for a variety of 

purposes - both formal and informal. Moreover, this commitment to 

continuity facilitates the other processes known to be influential in the 

development of social capital - interdependence, interaction and closure. 

Interdependence and the Development of Social Capital 

Coleman (1990) states that social capital is eroded by factors that make 

people less dependent upon each other. This appears especially so for the 

relational dimension of social capital. For example, expectations and 

obligations are less significant where people have alternative sources of 

support. Indeed, Misztal (1996) has suggested that the recent resurgence of 

interest in trust can be explained by the increasingly transitional character of 

our present condition and the erosion of social interdependence and 

solidarity. Yet most authors agree that high levels of social capital usually 

are developed in contexts characterised by high levels of mutual 

interdependence. 

Whereas markets as institutional arrangements are rooted in the concept of 

autonomy (and institutional economists largely neglect interdependence 

between exchange parties-, Zajac & Olsen, 1993), firms fundamentally are 

institutions designed around the concepts and practices of specialisation and 

interdependence, differentiation and integration (Lawrence & Lorsch, 1967, - 

Smith, 1986; Thompson, 1967). Interdependence - and the coordination it 
implies - long has been recognised as perhaps the key attribute of business 

organization (Barnard, 1938). Follet goes so far as to suggest that "the fair 

test of business administration, of industrial organization, is whether you 

have a business with all its parts so co-ordinated, so moving together in their 

closely knit and adjusting activities, so linking, interlocking and inter- 

relating, that they make a working unit, not a congerie of separate pieces" 

(1949.61). 
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Such interdependence provides the stimulus for developing of many 

organizationally embedded forms of social capital. For example, through 

providing the opportunity to create contexts characterised by the condition 

of interdependent viability - that is the requirement that exchanges are 

positive in outcome for the system overall rather than for each individual 

member of the system - organizations considerably extend the circle of 

exchange that takes place among their members (Coleman, 1993, Moran & 

Ghoshal, 1996), thereby increasing social identification and encouraging 

norms of cooperation and risk taking. 

Interaction and the Development of Social Capital 

Social relationships generally, though not always, are strengthened through 

interaction but die out if not maintained. Unlike many other forms of 

capital, social capital increases rather than decreases with use. Interaction, 

thus, is a precondition for the development and maintenance of dense social 

capital (Bourdieu, 1986). In particular, as I noted already, scholars have 

shown that the cognitive and relational dimensions of social capital 

accumulate in network structures in which linkages are strong, 

multidimensional and reciprocal - features that characterise many firms but 

that surface rarely in pure market forms of organization. Discussing the 

development of language, Boland and Tenkasi note that it is "through action 

within communities of knowing that we make and remake both our 
language and our knowledge" (1995353). According to these authors, such 

communities must have space for conversation, action and interaction in 

order for the codes and language to develop that facilitate the creation of 

new intellectual capital. 

In a different context, Boissevain (1974) shows how multiplex relations are 

more intimate than single stranded relationships and, thereby, provide more 

accessibility and more response to pressure than single-stranded relations. 
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Such relations typically are imbued with higher levels of obligation between 

network members as well as trust-based norms (Coleman, 1990), Further, 

Powell (1996) argues that norm-based conceptions of trust miss the extent to 

which cooperation is buttressed by sustained contact, regular dialogue and 

constant monitoring. He adds that, without mechanisms and institutions to 

sustain such conversations, trust does not ensue (see also Coleman, 1990). 

This echoes Bourdieu's earlier emphasis on the fundamental need for "an 

unceasing effort of sociability" (1986: 250) for the reproduction of social 

capital in its many forms. 

In neo-classical theory, markets as institutional settings are epiton-ýised by 

impersonal, arms-length, spot transactions. Firms, in contrast, provide 

many opportunities for sustained interaction, conversations and sociability - 
both by design and by accident. Formal organizations explicitly are 

designed to bring members together in order to undertake their primary task, 

to supervise activities and to coordinate their activities, particularly in 

contexts requiring mutual adjustment (Mintzberg, 1979; Thompson, 1967), 

change and innovation (Burns & Stalker, 1961, Galbraith, 1973). Through 

co-presence (Giddens, 1984), co-location (Fairtlough, 1994) and the 

creation of such processes as routine choice opportunities (March & Olsen, 

1976) organizations also create a myriad of contexts and occasions for the 

more or less planned coming together of people and their ideas. Finally, the 

literature is replete with evidence that organizational life is characterised by 

a substantial amount of conversation- in meetings, conferences and social 

events that fill the every day life of workers and managers (Mintzberg, 

1973, Prescott & Visscher, 1980, Roy, 1960). Together, these can be 

viewed as collective investment strategies for the institutional creation and 

maintenance of dense networks of social relationships and for the resources 

embedded wltl-dn, available through and derived from such networks of 

relationships. Alternatively, these meetings and social events provide the 
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unplanned and unstructured opportunities for the accidental coming together 

of ideas that may lead to the serendipitous development of new intellectual 

capital. 

Closure and the Development of Social Capital 

Finally, there is much evidence that closure is a feature of social 

relationships that is conducive to the development of high levels of 

relational and cognitive social capital. Strong communities - the epitome of 

systems of dense social capital - have "identities that separate and a sense of 

sociological boundary that distinguishes members from non-members" 

(Etzion), 1996-9 see also Bourdieu, 1986). The development of norms, 

identity and trust have all been shown to be facilitated by network closure 
(Coleman, 1990; lbarra, 1992) and the development of unique codes and 

language is assisted by the existence of community separation (Boland & 

Tenkasi, 1995). Formal organizations, by definition, imply a measure of 

closure through the creation of explicit legal, financial and social boundaries 

(Kogut & Zander, 1996). Markets, in contrast, represent open networks that 

benefit from the freedom offered to individual agents but which have less 

access to the relational and cognitive facets of social capital. 

Tim CO-EVOLUTION OF SOCIAL AND INTELLECTUAL CAPITAL UNDERPINS 

ORGANIZATIONAL ADVANTAGE AND DYNANHC CAPABILITY 

My main argument thus far has been that social capital is influential in the 

development of new intellectual capital and that organizations are 

institutional settings conducive to the development of social capital. I have 

noted the significant and growing body of work that indicates organizations 

have some particular capabilities for creating and sharing knowledge, giving 

them their distinctive advantage over others institutional arrangements such 

as markets. I now pull the strands of my analysis together by proposing that 

70 



it is the interaction between social and intellectual capital that underpins 

organizational advantage and dynamic capability. 

Although my primary aim has been to suggest that social capital influences 

the development of intellectual capital, I recognise that the pattern of 

influence may be in the other direction. The view that shared knowledge 

forms the basis from which social order and interaction flow is a central 

theme in sociology, exemplified in the work of Berger and Luckmann 

(1966) and Schutz (1970). Within organizational analysis, authors long have 

suggested that the firm's particular knowledge about how activities are to be 

coordinated underpins its capability to develop and operate as a social 

system (Kogut & Zander, 1992; 1996; March & Simon, 1958; Penrose, 

1959; Thompson, 1967). 1 represent the influence of intellectual capital on 

social capital as a feedback relationship in Figure 2.1. More important, 

however, I believe that it is the co-evolution of social and intellectual capital 

that is of particular significance in explaining the source of organizational 

advantage. 

Earlier in this essay I noted the dialectical process by which social capital is 
both created and sustained through exchange and in turn enables such 

exchange to take place. As Berger and Luckmann observe "(T)he 

relationship between man, the producer, and the social world, his product, is 

and remains a dialectical one. That is, man (not, of course, in isolation but 

in his collectivities) and his social world interact with each other. The 

product acts back upon the producer" (1966-78, see also Bourdieu, 1977). 

Giddens too examines the self-reproducing quality of social practices, 

noting that social activities are recursive - that is "continually recreated by 

actors via the very means by which they express themselves as actors " 

(1984-2). For Giddens, this implies a concept of human knowledgeability 
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which underpins all social practice. The discussion of knowledgeability that 

ensues suggests the reciprocal quality of the relationship between social and 

intellectual capital and is consistent with my emphasis on the social 

embeddedness of both forms of capital. Since both social and intellectual 

capital develop within and derive their significance from the social activities 

and social relationships within which they are located, their evolutionary 

paths are likely to be highly interrelated. 

Consideration of the reciprocal relationship between knowledge and its 

social context permeates the sociology of science (Zuckerman, 1988). 

Mullins (1973) for example, describes the joint evolution of social 

interaction, communication networks and the elaboration of scientific ideas 

and notes that cognitive development is facilitated by the thickening of 

communication networks which then leads to their further elaboration. 

Research within organizations offers many parallel examples (Burns & 

Stalker, 1961; Leonard-Barton, 1995, Weick, 1995 Zucker et al., 1996). For 

instance, in a study of change in health administration, Nahapiet (1988) 

describes in detail how a new accounting calculus both shaped and was in 

turn shaped by the social context in which it was embedded. 

Discussing Orr's (1990) influential ethnography of service technicians, 

Brown and Duguld (1991) provide further insight into this co-evolution of 

knowledge and relationships. Specifically, they describe how technicians 

achieve two distinct forms of social construction. First, through their work 

and "through cultivating connections throughout the corporation" (Brown & 

Duguld, 1991ý67) technicians engage in the ongoing creation and 

negotiation of shared understanding - an understanding that creates and 

represents their view of the world, that is their collective knowledge. The 

second form of social construction, which according to Brown and Duguld 

is also important but less evident, is the creation of a shared identity. "In 
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telling these stories an individual rep contributes to the construction and 

development of his or her own identity as a rep and reciprocally to the 

construction and development of the community of reps in which he or she 

works" (Brown & Duguld, 1991: 68). In an analysis reiriinIscent of Weick 

and Roberts' (1993) discussion of collective mind - itself located in 

processes of interrelating - these authors highlight the mutually dependent 

and interactive ways in which social and intellectual capital co-evolve. 

I suggest that this emphasis on the co-evolution of the two forms of capital 

provides a dynamic perspective on the development of organizational 

advantage. Spender (1996) argues that it is the collective forms of 

knowledge that are strategically important and many authors claim that it is 

these forms of shared tacit knowledge that underpin what have been termed 

the "organizational advantage". It is these collective forms of knowledge, I 

believe, that are particularly tightly inter-connected with the relational and 

cognitive forms of social capital with which, I have argued, organizations 

are relatively well endowed. Organizations thus build and retain their 

advantage through the dynamic and complex interrelationships between 

social and intellectual capital. Figure 2.2 summarises the overall argument 

developed in this essay. 

DISCUSSION AND IMPLICATIONS 

The view of organizational advantage and renewal capability I present here 

is fundamentally a social one. I see the roots of intellectual capital deeply 

embedded in social relations and in the structure of these relations. Such a 

view contrasts strongly with the relatively individualistic and acontextual 

perspectives that characterise more transactional approaches for explaining 

the existence and contribution of firms. Although I have identified several 

ways in which facets of social capital may indeed reduce transaction costs 
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by economising on information and coordination costs, I believe that the 

theoretical propositions developed here go much further in identifying those 

factors underpinning dynamic efficiency and growth. Specifically, by 

identifying the social conditions conducive to knowledge creation, I suggest 

that the framework presented here provides a powerful explanation of 

innovation and thus renewal. 

FIGURE 2.2 
BUILDING SOCIAL AND INTELLECTUAL CAPITAL- A FRAMEWORK 

Conditions for 
Social Social 
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In so doing, I note that my arguments are consistent with resource-based 

theory in so far as that theory highlights the competitive advantage of firms 

as based in their unique constellation of resources, physical, human and 

organizational (Barney 1991). Those resources found to be especially 

valuable are those that are rare, durable, imperfectly in-ýtable and non- 

tradable (Barney 1991; Dierickx & Cool, 1989). Among the factors 

making a resource non-imitable are tacitness (Reed & DeFillippi, 1990), 
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causal ambiguity (Lippman & Rumelt, 1992), time compression 

diseconornies and interconnectedness (Dierickx & Cool, 1989), as well as 

path dependence and social complexity ( Barney 1991; Reed & DeFillippi, 

1990). All of these are features integral to the facets of social capital and to 

its interrelationships with intellectual capital. Thus, I suggest that 

differences between firms, including differences in their performance, may 

represent differences in their ability to create and exploit social capital. 

These arguments are also closely aligned with the knowledge-based view of 

the firm and, in particular, with its concern for explaining how firms 

connect, combine and reconfigure resources into a more favourable future 

position (Winter, 1995). It may be that distinctive configurations of social 

capital are particularly important for the development of dynamic capability. 

Evidence for this suggestion is found in studies of knowledge-intensive 

firms that show that these firms invest heavily in resources, including 

physical facilities, to encourage the development of strong personal and 

team relationships, high levels of personal trust, norm based control, and 

strong connections across porous boundaries (Alvesson, 1991,1992; 

Starbuck, 1992,1994; Van Maanen & Kunda, 1989). The framework 

developed here will provide a useful basis for further testing these 

propositions about firm differences. 

In developing my proposition, I have noted several limitations in my 

approach. First, regarding social capital, this analysis has concentrated 

primarily, although not exclusively, on how social capital assists the 

creation of new intellectual capital. However, I recognise that social capital 

may also have significant negative consequences. For example, certain 

norms may be antagonistic rather than supportive of cooperation, exchange 

and change. Moreover, organizations high in social capital may become 

ossified through their relatively restricted access to diverse sources of ideas 
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and information. But the general point underpinning my analysis is that 

institutions facilitate some forms of exchange and combination but limit 

their scope (Ghoshal & Moran, 1996), - thus effective organization requires a 

constant balancing of potentially opposing forces (Boland & Tenkasi, 1995; 

Etzioni, 1996; Leonard-Barton, 1995). 

Furthermore, the creation and maintenance of some forms of social capital, 

particularly the relational and cognitive dimensions, is costly. The 

development of social capital thus represents a significant investment - 

conscious or unconscious - and, like all such investments, requires an 

understanding of the relative costs and benefits likely to be derived from 

such investment. These are likely to be influenced by the size and 

complexity of the social structure in which social capital is embedded, since 

the costs of maintaining linkages usually increase exponentially as a social 

network increases in size. Although technology may make it possible to 

stretch the conventional limits of networks of social capital, my arguments 

about the significance of interdependence, interaction and closure suggest 

that there still remain important upper limits. Indeed, adding people to the 

network may serve to reduce certain forms of social capital, such as 

personal obligations or high status. 

Finally, although I have responded to Putnam's challenge to progress my 

understanding of the various dimensions and facets of social capital, my 

analysis has largely considered these dimensions separately. Of great 

interest is the interrelationships among the three dimensions and, indeed, 

among the various facets within each dimension. I regard this as an 

important focus for future research. 

Second, regarding intellectual capital, I have concentrated on just one 

aspecv its creation rather than its diffusion and exploitation. Clearly, both 
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exploration and exploitation are important in firm renewal. A fuller 

understanding of knowledge as the source of organizational advantage will 

require an examination of the ways in which social capital may influence 

these important and complementary processes. However, I believe that the 

framework I develop here provides a sound basis for such examination. 

Also, I have focused very much on the types and processes of intellectual 

capital rather than its content - that is, the know-how rather than the know- 

what. Clearly, the specific knowledge content, including its quality, are 

important factors to be considered when attempting to gain an 

understanding of the effective creation of intellectual capital. 

Third, my exploration began with the proposition that knowledge and 

knowledge processes are a major foundation of both organizational 

advantage and dynamic capabilities. However, my discussion of the co- 

evolution of social and intellectual capital potentially enriches this 

understanding of these concepts in important ways. For instance, my 

analysis elucidates resource creation within networks, concentrating 

particularly on the interrelated development of social and intellectual capital 

as key resources. As such, it is suggestive of the processes whereby 

organizational networks create value and that, perhaps, underpin their 

advantage. More generally, I believe that a detailed understanding of social 

capital itself may be an important element in extending our understanding of 

the significant, but as yet inadequately understood, concept of 

organizational advantage. However, I could not explore such issues in this 

essay and I recognise that much work still needs to be done to elaborate 
both the concept of organizational advantage and the significance of social 

capital therein. 

Fourth, and finally, I have developed my thesis about the relationships 
between social and intellectual capital within one type of boundary - the 
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firm. It is my view that structures of social capital are fundamentally 

relatively bounded - and these boundaries typically come from some 

external physical or social basis for grouping such as a geographic 

community (Jacobs, 1965; Putnam, 1993), the family (Coleman, 1988, 

Loury, 1977), religion (Coleman, 1990) or class (Bourdieu, 1977). As I 

noted earlier, social capital is typically a by-product of other activities, thus 

its development requires a "focus": an entity around which joint activities 

are organised (Nohria, 1992) and which forms the basis for a level of 

network closure. 

However, my analysis of the conditions conducive to the development of 

social capital suggests that wherever institutions operate in contexts 

characterised by enduring relationships with relatively high levels of 

interdependence, interaction and closure I would expect to see these 

institutions emerge with relatively dense configurations of social capital. I 

have argued that these conditions typically occur more within organizations 

than in neo-classical markets, but they may also be found in particular forms 

of inter- organizational relationship (Baker, 1990, Hakansson & Snehota, 

1995; Larson, 1992; Powell, 1996; Ring & Van de Ven, 1992,1994). 

Therefore, I see the potential to extend my fundamental analysis to other 

institutional settings, including those existing between organizations. 

Bourdieu (1993) argues that, by making the concept of social capital 

explicit, it is possible to focus rigorously on the intuitively important 

concept of "connections" and to establish the basis for research designed to 
identify the processes for its creation, accumulation, dissipation and 

consequence. The concept also provides a theoretical justification for the 

study of many social practices, such as the "social round", popularly 

recognised as important but frequently ignored in formal research. In 

particular, for Bourdieu, systematic analysis of the volume and structure of 
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social capital enables examination of the relationships between social and 

other forms of capital. 

In identifying the interrelationship between social and intellectual capital, I 

have made a similar argument. That is, by defining the concepts and 
developing clear propositions about their interrelationships, I have 

established an agenda for future research that both complements and 

extends existing knowledge-based theories of the firm. Moreover, I suggest 

that the model outlined here also provides the foundation of a viable 
framework to guide the investments - individual or collective - of 

practitioners seeking to build or extend their network of connections and, 

therefore, their stocks of social capital. As Bourdieu observes "(T)he 

existence of connections is not an natural given, or even a social given.. _ it 

is the product of an endless effort at institution" (1986: 249). 
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Chapter 3 

THE INSTITUTIONALIZATION OF RENEWAL: 

THE CASE OF SKANDIA 

The previous Chapter highlights conceptually the importance of the links 

between social and intellectual capital for knowledge creation and renewal 

but tells us little about how this happens in practice. Bourdieu states that 

social capital is not a natural given but is the product of an endless effort at 

institution: "the network of relationships is the product of investment 

strategies, individual or collective, consciously or unconsciously aimed at 

establishing or reproducing social relationships that are directly usable in 

the short or long term" (1986: 249). Intellectual capital results from the 

creation and exchange of knowledge in contexts which similarly range from 

the accidental to those that are deliberately designed for knowledge 

exchange and exploitation. While acknowledging that these resources may 

be the by-product of activities undertaken for other purposes (Coleman, 

1988), 1 focus here on the characteristics of deliberate strategies for 

managing such capital. How do organizations that recognise the importance 

of these resources seek to build and exploit them in pursuit of business 

success? What are the institutional processes and what types of investment 

are involved? These questions are the starting point for this Chapter. 

They will be explored through analysis of a case study of Skandia, the 

Swedish financial services company. During the 1990s Skandia transformed 

itself through a strategy based on the ability to build and leverage both 

social relationships and intellectual capital. In pursuing this strategy, 
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Skandia sought not only to renew itself but also to develop the capability for 

continuous self-renewal. The case therefore provides a rich context in which 

to examine the development and institutionalization of renewal capability. 

The Chapter comprises seven sections that fall into three broad clusters - 

positioning, findings and implications. 

The first four sections position the study. I begin by locating the resarch in 

the literature and identifying the ways in which it seeks to contribute to 

knowledge. I then describe the focal organization - Skandia. There 

follows a description of the case research - in terms of methods, data 

collection and analysis. The fourth section provides a perspective on the 

institutional context for renewal in Skandia - both external and internal. 

The findings are presented in two major sections structured to address two 

research questions. First, what are the institutional processes andpractices 

that generate renewal and constitute renewal capability? In the research, I 

identified five guiding principles that underpin Skandia's approach to 

renewal. These are (1) rule breaking (2) experimenting (3) inquiring (4) 

taking personal responsibility, and (5) cooperating. Two of these processes 

encourage exploratory learning through both thought (inquiring) and action 
(experimenting). Two processes foster proactive behaviour, both collective 

(cooperation) and individual (personal responsibility). The fifth - rule 

breaking - legitin-ýses challenge to existing practice, i. e. creative 

destruction, thereby encouraging innovation. I argue that, in combination, 

these guiding principles constitute a set of organizational and strategic rules 

well suited to the creation and exploitation of new resource configurations. 

Although identified in the context of a single organization, the set of 

principles are suggestive of the practices that may create the potential for 
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repeated cycles of de- institutionalization and re-institutionalization and thus 

for self-renewal. 

Second, what types of investment do companies make to establish these 

generative processes and practices? I identified four different types of 

investment made by Skandia with a view to building renewal capability. 
First, Skandia seeks to create new understandings by deliberately investing 

in, indeed sometimes inventing, new discourse. This includes rhetoric, 

metaphor and stories as well as experiments with new language and 

terryunology. Second, it seeks to encourage new actions through the 

exploration and exploitation of artifacts - from innovative reports to 

buildings designed as a "laboratory for future organization". Third, it has 

invested in leadership and support for learning - experimenting with a 

variety of new roles intended to enable renewal and development activities. 
Finally, it seeks to encourage variety by exposing organization members 
directly to a wide range of perspectives. By fostering organizational 

permeability, it creates opportunities for the chance meetings, and 

serendipity, known to be important in innovation and renewal. 

These two sets of findings are brought together in a framework that 

represents the institutionalization of renewal in Skandia - see Figure 3.1. 

In the final section, I discuss the implications of these findings. First, the 

case provides a bridge between theory and practice by illustrating the range 

of management principles and investments that support the development and 

exploitation of social and intellectual capital discussed conceptually in 

Chapter 2. More specifically, the study increases our understanding of two 

important issues: (1) how companies in practice balance the tension between 

exploration and exploitation, and (2) how they link key renewal processes, 
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particularly intuition and institutionalization (Crossan et. al., 1999). In this 

way the study sheds light on known but little researched paradoxes of 
learning (Lewis, 2000). The main output of the study is a comprehensive 
framework that represents the institutionalization of renewal in Skandia. 

This framework both provides a clear foundation for future research and 
identifies a set of practices that may be developed to encourage self- 

renewal. In so doing, the study contributes to theory and practice relevant to 

the dynamic firm. 

THEORETICAL FOUNDATIONS 

The focus of this Chapter is strategic renewal capability, i. e. the ability of 

the firm to achieve strategic redirection (Huff et. al., 1992), revitalization 
(Hurst, 1995), and reinvention (Ghoshal & Bartlett, 2000) i. e. to regenerate 

and recreate itself through time. There are three main reasons for this focus 

on renewal. First, the ability to create and leverage knowledge and 

relationships is known to be critical in renewal (Bogner, Thomas & McGee, 

2000; Eisenhardt & Martin, 2000; Ghoshal & Lovas, 2000, Teece, Pisano & 

Shuen, 1997). Second, it is recognised widely that for long-term viability, an 

organization must have the capacity to ensure and improve its alignment 

with internal and external demands (Huff et. al., 1992). As these demands 

change, so too must the organization. Moreover, as the rate and complexity 

of change increase, the importance of renewal capability also increases 

(Brown & Eisenhardt, 1998, D'Aveni, 1994). In this context, the challenge 

moves away from finding an optimal fit to existing contingencies through 

41 adaptationist" strategies, towards building a repertoire of potential 

solutions to unforeseen, and unforeseeable problems, by building "adaptive 
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capacity" (Heifetz & Laurie, 1997; Staber & Sydow, 2002). 1 Third, a focus 

on strategic renewal addresses generic issues of firm level "change- ability", C) 
and of adaptive capacity, rather than specific domains of change, such as 

innovation or new product development (Crossan, Lane & White, 1999; 

Pascale, 1999). For all three reasons, building strategic renewal capability 

is critically important for the dynamic firm. What, then, does this involve? 

Crossan et. al. recently have developed a framework that addresses this 

question. They suggest that strategic renewal "harmonizes continuity and 

change at the level of the enterprise" (1999: 522) and they propose that 

organizational learning is a principal means of achieving such renewal. 

Building on March (1991), they argue that "renewal requires that 

organizations explore and learn new ways while concurrently exploiting 

what they have already learned" (1999: 522). Their framework presents 

organizational learning as four processes - intuiting, interpreting, 

integrating, and institutionalizing - linking the individual, group and 

organizational levels. As such, it provides a valuable platform for 

examining practice and a stimulus for further research. 

This Chapter seeks to build on their perspective and to address two gaps in 

their analysis. First, although Crossan et al. (1999) tell a "story" of Steve 

Jobs and Apple Computer, they do so explicitly as a description to illustrate 

their framework rather than to provide empirical support for the model; i. e., 

the case is written to illurninate rather than report on an actual field 

investigation. While the story does indeed illustrate the frameworký it is not 

possible to tell how far Jobs consciously sought to develop renewal 

capability in Apple. Moreover, as a story of entrepreneurial start-up, Apple 

provides limited insight into the challenges of balancing the tension between 

'A third alternative, increasingly acknowledged, is that the organization and its 
environment adapt together, that is, they co-evol I ve (Pondy & Nfitroff, 1979- Lewin & 
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exploration and exploitation in long established companies. Thus, their work 

now needs extending to examine empirically how far and in what ways 

organizations do develop deliberate strategies for strategic renewal and, 

specifically, how they seek to balance the tensions between exploration and 

exploitation. 

Second, in examining organizational learning as a dynamic process, Crossan 

et. al. (1999) identify Two relationships that are especially problematic - the 

links between interpreting and integrating and between institutionalizing 

and intuiting. It is the second of these that concerns us here. For these 

scholars, institutionalizing and intuiting represent the two ends of the 

organizational learning process. Intuiting occurs at the individual level and, 

as "the preconscious recognition of the pattern and/or possibilities inherent 

in a personal stream of experience" (1999: 525), represents the source of 

new knowledge and exploration. Institutionalizing, is an organizational 

level phenomenon involving the "process of embedding learning that has 

occurred by individuals and groups into the organization" (1999: 525). For 

Crossan et. al, (1999), institutionalization represents the exploitation of 
learning. They note that although intuiting in established organizations 

requires "creative destruction" (Schumpeter, 1934), institutionalization can 

often drive out intuiting because institutional processes create formidable 

barriers to change - hence the problematic relationship they identify. 

Though these authors recognise that some organizations, such as 3M, have 

developed resource allocation routines that trigger exploration and future 

thinking, their examples are limited. They do not consider how far and in 

what ways firms may develop deliberate strategies for institutionalizing 

exploration as well as the exploitation of learning. 

Volbcrda, 1999). 
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Herein lies a paradox of learning (Lewis, 2000). Paradoxes exist "where 

oppositional tendencies are brought into recognizable proxin-fity through 

reflection or interaction" (Ford & Backhoff, 1988-. 89). If institutionalizing 

is "the process of ensuring that routinized actions occur (Crossan et. al., 

1999: 525) - is it possible to routinize the serendipity that stimulates 

intuition and thus exploration? And if it is, what processes and investments 

does that institutionalization involve9 

"Institutions consist of cognitive, normative, and regulative structures and 

activities that provide stability and meaning to social behaviour" (Scott, 

1995: 33). As such, they represent socially sanctioned regularities in 

behaviour. Tolbert and Zucker observe that, despite the sizeable body of 

research that falls within the institutional theory tradition, "there has been 

surprisingly little attention given to conceptualizing and specifying the 

processes of institutionalization" (1996: 175). Building on Berger and 

Luckmann (1966), they see institutionalization comprising three processes 

(1) habitualization - the generation of new structural arrangements in 

response to a particular organizational problem and the formalization of 

such arrangements in the policies and procedures of a given organization-, 

they label this stage pre- institutionalization, (2) objectification - the 

development of some degree of social consensus among organizational 

decision makers concerning the value of such a structure, objectification 

represents serrii -institutionalization, and (3) sedimentation, or full 

institutionalization, involves the spread of structures across the group of 

actors theorized as appropriate adopters, and by the perpetuation of the 

structures over a lengthy period of time. What falls outside their primary 

focus is the process of innovation - i. e. the process that generates the ideas, 

structures and behaviours that are subsequently institutionalized. As I have 

already obser-ved, a critical part of innovation is creative destruction, i. e. the 

de-institutionalization of an established organizational activity or practice 
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(Oliver, 1992; Zucker, 1998). In this exploration of strategies for strategic 

renewal, I wish to include these pre-inst, tutlonalizatlon processes in my 

analysis. 

In summary, the question to be explored here is "how is renewal created and 

maintained as a practice set? " More specifically, what are the processes that 

enable organizations to regenerate themselves through time and what kinds 

of investments do organizations make to establish these processes? I seek to 

contribute to knowledge in this area through detailed examination of one 

organization - Skandia. 

THE RESEARCH CONTEXT - SKANDIA 

Skandia is an international savings company headquartered in Stockholm, 

Sweden. It was established in 1855 and has been listed on the Stockholm 

Stock Exchange since 1863. It is the only company that has been registered 

on the Stockholm Stock Exchange since it first opened for trading. 

Throughout most of its existence, Skandia's business has involved a 

combination of property and casualty insurance, life assurance and asset 

management. It has been an international company from its early days - 
being active in the USA since 1900, in Latin America for more than 40 

years, and in Japan for 30 years. In 1999, the end- point for my empirical 

study, the group employed 5,600 people and had approximately 833 billion 

Swedish Kroner (SEK) in assets under management, SEK 130 billion in 

written premiums and an operating result of SEK 8,575 million. Operations 

were conducted in 20 countries and organized into three strategic business 

unIts: Long Term Savings, Asset Management and Property and Casualty 

Insurance. Approximately 60% of Skandia's employees, 60% of its 

customers and 80% of its assets were located outside Sweden. 
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Internationally, Skandia is perhaps best known for two developments over 

the past decade. First is the rapid growth and success of its Assurance and 
Financial Services (AFS) business that sells unit-linked savings products. 
The AFS business concept combines alliances with leading independent 
fund managers and distributors (banks and brokers) with an internal network 

organization supported by innovative information technology. It is regarded 

as an early, successful and innovative move to competing through 

collaborative networks. Over a decade, AFS moved from being a small, 

peripheral unit to becoming the core business of the company (Bartlett & 

Mahmood, 1997, Ghoshal & Bartlett, 1998; Hedberg et. al. 1994). A brief 

description of AFS and its partnership model is given in Appendix 3.1. 

Second, Skandia has gained international visibility through its work on 

intellectual capital in which it has developed a philosophy, a language and a 

way of accounting for intellectual capital (Edvinsson & Malone, 1997, 

Stewart, 1994,1997). 

Skandia was selected for study because of its commitment to an explicit and 

deliberate strategy of investment in intangible assets - especially what it 

calls "intellectual capital". Moreover, it defines its business strategy in 

terms of the concept of "specialists in cooperation" to reflect its alliance and 

network model. Intellectual and social capital are thus critical to its 

business mission. Furthermore, Skandia has both explicitly espoused the 

pursuit of innovation and renewal as central to its strategy and undertaken a 

range of investments and experiments to support this strategy. Indeed, Lars- 

Eric Petersson, current President and CEO, has gone so far as to state that 

"(T)he Skandia Group's identity lies in our ability to achieve innovative 

renewal" (Skandia Intellectual Capital Prototype Report, 1998: 3). From a 

research perspective, therefore, Skandia can be viewed as a natural 
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experiment in the institutionalization of renewal and a fruitful focus for 

examining what this may involve. 

In practice, the company repositioned itself competitively during the 1990s 

- from an ailing insurance company to a high performing international 

financial services group present in 20 countries. During that period, it (1) 

reshaped its business portfolio, exiting several insurance markets to focus 

increasingly on long-term savings products in international markets, (2) 

became a recognised industry leader in several national markets as well as 

being assessed by the Dow Jones Group as the leading international 

insurance company in terms of sustainability, (3) entered the Fortune 500 

list of the world's largest companies in 1997, rising to 227 in 1999, and (4) 

ranked high in independent assessments of financial and shareholder 

performance such as those produced by Forbes and the Financial Times. 

During this same period, Skandia also established a strong reputation for 

innovation in several dimensions of its work. These include numerous 

citations for product innovation, especially in North America and the UK. 

Early recognition of its information technology applications has extended 

into more recent awards for its use of the Internet. For several consecutive 

years, Skandia has been rated as one of the world's leading knowledge 

management companies. (See Appendix 3.2 for details of these awards and 

rankings. ) 

Its pioneering work in the field of intellectual capital has been assessed 
favourably in the business press (Stewart, 1994, Economist, 1999) and 

scholars have drawn attention to its innovative approach to leadership and 

organization (Ghoshal & Bartlett, 1998, Hedberg et. al., 1994; Jonsson, 

2000). On this basis, it can be claimed reasonably that during the 1990s the 

company did, indeed, renew itself and that it put in place some important 
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foundations for continuous renewal. However, a longer time perspective 

will be needed to assess whether these foundations, while necessary, are 

sufficient for longer term competitive success (Eisenhardt & Martin, 2000). 

THE CASE STUDY 

This Chapter presents the findings of a single case study undertaken to 

examine a particular, individual situation, with the intention of learning 

from its uniqueness (Stake, 1994). Case research is generally viewed as 

appropriate for projects designed to answer "why" and "how" questions 

rather than as a means for establishing general trends (Yin, 1994). 

I chose a research design based on a single case because of its potential for 

advancing understanding of the particular research issue as I had defined it 

- i. e. how renewal capability is created and maintained deliberately as a 

practice set, paying particular attention to the links between social and 
intellectual capital and between exploration and exploitation. Pondy and 

Mtroff (1979) argue that to develop a theory of the individual case is a 

meaningful scientific activity. The aim of such research is to find out how 

individual organizations work. Pondy and Nfitroff view organizations "as 

collections of "organizing rules" that generate observable behaviour. While 

comparative analysis can document empirical regularities at the observable 
level, the true task of theory is to infer the generative mechanisms, or 

underlying models, that produce the surface behaviour in each case" 
(1979-28. Italics as in original). 

I came to study Skandia at the suggestion of several scholars, including 

Professors Nfichael Earl and Bo Hedberg, who knew of my work on social 

and intellectual capital and who, based on their own research, independently 

volunteered Skandia as an appropriate context for studying management 
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practice in this area. Skandia is a revelatory case (Yin, 1994) for two 

important reasons. First, the company has developed its business mission 

around the capability to build and leverage both intellectual capital and 

social relationships. During the 1990s, it grew organically through strategies 

rooted in the concept of "specialists in cooperation" - eventually describing 

itself formally as "the archetype of a modern network company" (Skandia 

Annual Report, 1999: 2). During this period, it also invested heavily in the 

development of a cluster of practices for managing intellectual capital, 

manifest in a series of published and widely circulated Intellectual Capital 

Reports. Second, Skandia explicitly sees the balance between exploration 

and exploitation as central to this business mission. Much of its work on 

intellectual capital highlights the need to capture for the organization the 

knowledge and learning that is distributed throughout the firm and to use it 

to develop the business. They call this "structural capital". The effective 

internationalization of the AFS business is frequently attributed to its ability 

to transfer and apply a well-understood business model. At the same time, 

the intellectual capital programme, and management generally, consistently 

emphasise the importance Of renewal and innovation both in product market 

activities and in ways of working both externally and internally. As a 

research case, therefore, Skandia, provides the opportunity to explore 

processes and investments that may underpin sustained renewal and to 

develop a framework for representing the paradox of institutionalizing 

renewal. The aim of this exploration is to induce novel and accurate 

insights into this phenomenon that are valuable in themselves and provide a 

sound foundation for further research. 

METHODS 

The study is based on a longitudinal, embedded design (Yin, 1994) - with 

primary data collection spread over two years (1996 to 1998) and secondary 
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data covering a ten-year period (1990-1999). The research was carried out 

in three stages. The first stage focused on Skandia strategy and the 

intellectual capital programme, which includes an explicit focus on renewal. 

The second examined renewal, innovation and what Skandia calls 

"futurizing" processes in more detail. The third involved follow-up 

interviews and discussions to clarify and probe further issues arising from 

the analysis. 

Data Collection 

I collected data from five sources. 

1) Inten4ews. In stage one, nineteen Skandia managers were inter-viewed, 

several of them on more than one occasion. These included members of five 

temporary "future teams" created by Skandia in 1996. Most interviews were 

undertaken in Sweden. Those interviewed came from three groups (1) 

senior corporate management (2) line management, and (3) managers 

involved in the intellectual capital programmes. Some intervi ewees were 

selected because they were known to be sceptical about the programme. 

Table 3. A provides a list of these interviewees. 

The research was described to interviewees as a study of Skandia's 

approach to intellectual capital and how this connects to Skandia's strategy 

and approach to business. Early interviews were open-ended and focused on 

four topics: (a) the interviewees - their background, role and connection to 

the intellectual capital programme-, (b) Skandia as a whole - its strategy, 

performance and evolution during the 1990s; (c) the company's intellectual 

capital programme - its purpose, origins and how it developed, its content 

and impact; and (d) Skandia's approach to change, renewal and what it calls 

"futurizing", that is, preparing the organization for the future now. This led 

to subsequent study of two specific experiments in renewal (i) the creation 

of temporary "future teams" - project groups assembled to consider a set of 
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key strategic issues for the company-, and (ii) an investment in a physical 

facility - the Skandia Future Center. 

TABLE 3. A 
SKANDIA IWERVIEWS 

Leif Edvinsson Vice President & Corporate February & June 1997 
Director, Intellectual Capital & April 1999 
Skandia Future Centers Other informal contacts. 

Hakan Lindgvist Senior Vice President, Skandia February, 1997 

Elisabet Intellectual Capital Controller February, 1997 
Gernzell Skandia AFS 
NUkelsen 
Robert Nilsson Chief Financial Officer February, 1997 

SkandiaLink 
Mananne Ax- Navigator Systems Developer February, 1997 

Skandia AFS 
Ingrid Tidhult SFC Cultivator June 1997; March 1998 

Eva Lomelde Vesta, Norway June 1997 

Goran Thelin Vice President, H. R. June 1997 

Tove Hussell Controller, AFS March 1998 

Gunner Bergvist Vice President, Skandia Naringsliv March 1998 

Caroline FuturlCer, SFC March 1998 
Stenfelt 
Jonas FuturlCer, SFC March 1998 
Kjellstrand 
Jesper Nylin KenNet developer, SFC March 1998 

Katarina MoWin Head of Corporate April 1999 
Communications 

Malcolm Future Team Members March/April 1998 
Campbell 
Stefan Helander 
Peter Jordan 
Sven Olof 

Each interview lasted a minimum of one hour and usually longer. Initial 

interviews were undertaken jointly by two researchers, Professor Michael 

Earl and me, and by agreement, all interviews were taped. In addition, data 

were gathered from four members of the Future Teams. 
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2) Field observation. I undertook this at one location, the Skandia Future 

Center, in Vaxholm just north of Stockholm. Skandia describes the Center 

as "a creative environment for the future", "a strategic meeting place", and 

as "a greenhouse for cross-fertilisation and interaction". After an initial 

one-day visit to Vaxholm, it appeared that the Center represented an 

important example of Skandia's approach to renewal and should be studied 

in more detail. Accordingly, I undertook a week of observation in March 

1998. During this period, over fifty people were present in the Center. 

These included Skandia employees and external visitors from several 

countries, including France, Germany, Norway, and the United States of 

America. 

Schatzman and Strauss (1973) identify five main "strategies for watching" 

when doing observational research. I adopted four of these. Although my 

initial expectation was that I could be a "passive presence" for much of the 

time, it soon became evident that this was not a workable approach. In 

retrospect, the assumption was nalve - given the role of the Center as an 

environment to encourage conversation and social exchange. In practice, I 

adopted three main strategies for watching: (1) limited interaction, such as 

asking questions of clarification in presentations to visiting groups, (2) 

active control - when interviewing and talking with visitors over lunch and 

dinner; and (3) occasional participant, when towards the end of the week I 

was asked by the Future Center coordinator to help show visitors round the 

Center or when I undertook to analyse the data on visitors to the Center and 

to discuss the patterns I had identified. 

My strategies for listening included eavesdropping, situational conversation 

and interviewing (Schatzman & Strauss, 1973). 1 talked with twenty-one of 

the visitors and had more focused conversations lasting at least half an hour 

with ten visitors and four people who worked at the Center some of their 
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time. (See Table 3. B. ) Since I work only in English, the opportunity to talk 

with people was constrained primarily by the ability of others to speak 

English. Where possible, I took notes during the day. These were written 

up fully each evening using the Schatzman and Strauss (1973) schema for 

notes. 

TABLE 3. B 
INTERVIEWS & DISCUSSIONS WITH VISITORS TO THE SFC 

MARCH 1998 

Skandia Naringsliv Gunner Berggvist, Vice President 

Skandia Sweden President, Skandia Sweden, former President of Dial 

American Skandia ]an Hoffmeister 

Motorola Mark Schleicher, Director, Knowledge Management 
Barbara Lay, Executive Education Centre 
John Boot, Manager, Global Infrastructure 
Two other prQject team members 

Learning Edge Lars Bergloff. President 

SEMA group Anders Callmer, Vice President, Banking 
Maria Hellberg, Vice President, BR 
6 other project team members 

Hanover Re Stefan Helander 

Independent 
Consultant 

Staffan Kahn 

Journalist Lennart Eriksson 

Housing Company Vice President 

3) Secondary sources internal to Skandia. These included internal 
documents, reports and computer based information systems as well as 
documents produced for external purposes such as videos, CDs, reports, 

web sites. See Appendix 3.3 for a list of published documents. 
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4) Secondary sources external to Skandia. Skandia has attracted much 

external interest in the policy and academic fields as well as the business 

press. Thus there are numerous books, newspaper and journal articles, 

videos and written case studies about the company. These have provided a 

source of data. So too have interviews with outsiders familiar with the 

company through their own research or visits. See Appendix 3.4 for a list of 

relevant publications. 

5) Electronic communications. Apart from occasional follow-up contacts 

with interviewees, these involved exchanges with members of the 

Intellectual Capital Community - an electronic network of interest created 

by Skandia. This has over 100 members, half of whom are Skandia 

employees. Over 300 electroruc messages were gathered and subsequently 

analysed as a source of supplementary data to clarify and illuminate key 

concepts and findings identified through the other four data sources, 

Data Analysis 

All tapes and fieldwork notes were typed up. As part of data collection, I 

also kept notes of impressions and observations made during informal 

discussions over lunch and as I moved around during fieldwork. These 

followed the broad categories of observational, theoretical and 

methodological notes suggested by Schatzman and Strauss (1973). In 

addition, a contact summary (Nfiles & Huberman, 1994) was prepared for 

each interview and important contact throughout the research. This formed 

part of a deliberate strategy to interweave data collection and analysis 
during the research. Where fieldwork had been undertaken jointly, 

transcripts of the researchers' notes were compared and showed consistent 

aareement both on the substantive content of the interviews as well as on 

other observational data, such as the physical surroundings and artifacts and 

interactions and conversations between people. 
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On the basis of interview data and secondary sources, I compiled a 

descriptive chronology. This included important company events, such as 

acquisitions, restructuring and senior management changes, as well as 

details of the development of the intellectual capital, renewal and 

futurization programmes. Where there were any discrepancies in the data 

from different sources, I resolved these by referring back to relevant people 

within Skandia. 

Then I analysed the interviews alongside the observational data and 

secondary materials, in order to identify recurring themes and topics. This 

was done in three stages as follows. 

Stage one. I read each interview transcript and set of field notes several 

times, coding it manually and inductively following a procedure derived 

from the schemes proposed by Lofland (1971) and Bogdan and Biklen 

(1992) as set out in Mles and Huberman (1994). After the first level 

descriptive coding, I went on to pattern coding in order to group data into a 

smaller number of sets, themes and constructs. The categories I identified at 

this stage were of two main types (1) "etic" concepts, identified in advance 

and specifically covered in the interview schedules, for example, specific 

elements of the intellectual capital programme, such as the Skandia 

Navigator -a model which resembles the balanced scorecard (Kaplan & 

Norton, 1992). For each of these concepts, the information from all 

interviews was assembled to provide a single file representing all responses 
dealing with the same theme. (2) "en-iic" categories representing themes 

which emerged in the course of fieldwork, such as "hidden values in 

Skandia " and "the future as an assef'. Here, once I had identified a phrase 

as recurring several times, I re-read all the interviews and observational 
data, noted the incidences of the concept and again compiled these into a 

single file. I paid particular attention to the source of the data, such as an 
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interviewee's role and responsibilities, the context in which the concept was 

raised, and the particular emphasis or interpretation attached to the concept. 
This process resulted in further transcripts and the development of several 
data sunu-nary tables. 

Stage two. This involved a similar, two-stage analysis on the archival and 

secondary sources. For some Skandia documents, such as the Intellectual 

Capital Reports and materials and the main text of Annual Reports, I 

undertook a full transcription and two stage coding of the entire documents. 

For other sources, such as issues of New Horizons, an internal Skandia 

publication, I undertook transcription and coding of a sample of articles. 

For secondary sources external to Skandia which themselves report primary 

data, I transcribed all quotations and analysed these. For other external 

secondary sources, I analysed descriptions and interpretations later in the 

process using the codes already developed. 

This secondary and archival data provided an important comparison with 

the two sets of primary data (interviews and fieldwork observation) enabling 

me to check for gaps and potential systematic biases in retrospective 

accounts of past strategy. The identification of gaps and discrepancies 

between the interview data and secondary sources provided a number of 

questions that stimulated further data collection and analysis. 

Stage three. Here I produced a series of what Schatzman and Strauss 

(1973) cafl "analytic memos". These explore themes emerging in the 

analysis, such as "time and Skandia" and "renewal and Skandia". These 

memos brought together data from primary and secondary sources and 

sought to identify (1) the content and significance of the theme in Skandia 

(2) the central concepts (3) examples and evidence for the theme in practice 

(4) links to other Skandia themes and concepts (5) links to related literature. 
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The first output from the study was a teaching case and supporting teaching 

note (Earl & Nahapiet, 1999a and 1999b). These met our primary 

obligations to Skandia and to the London Business School that funded the 

fieldwork. The case also provided a way of checking the accuracy of 

findings with the company, providing feedback and stimulating further 

discussions with Skandia. I have presented working papers based on the 

study at research seminars and two international conferences - the 

Organizational Science Winter Conference 2000 and the Academy of 

Management Conference in Denver, 2002. Feedback from reviewers and 

discussions with participants provided important insights and further 

questions. The analysis I present here thus builds on a lengthy, iterative 

inductive process. Finally, I have regularly referred to literature to clarify 

and augment the insights through the inductive analysis. 

The account presented here is based on the following defirUtions. Renewal 

capability is the ability of an organization to regenerate and recreate itself 

through time. For Teece, Pisano & Shuen (1997) It constitutes the ability to 

achieve new and innovative forms of competitive advantage. The focus 

here is not on specific competences, such as product development, branding 

or distribution, but on the sustained ability to develop new competences 
(Bogner, Thomas & McGee, 2000). Staber and Sydow call this adaptive 

capacity, i. e. the capacity continuously to "develop and apply new 

knowledge and do so in ways that are sustainable and difficult to imitate by 

competitors (2001 408-409). It thus represents that organizational ability 

which creates the ongoing potential for innovation. Following Barley and 

Tolbert, institutions are taken to be "the shared rules and typifications that 

identify categories of social actors and their appropriate activities or 

relationships" (1997-96). Also following Barley and Tolbert, and consistent 

with Pondy and Mitroff (1979), 1 distinguish between institution, as the 

tacitly understood rule, and the action it generates -a distinction derived 

100 



from Giddens (1984). 1 adopt this distinction because of its increasing 

acceptance in the field and because it is appropriate in the context of a study 

of strategic renewal - in which we seek to identify those rules that generate 

and exploit learning. 

In undertaking this analysis of the institutionalization of renewal in Skandia, 

the focus is, of necessity, on the early stages of the process, i. e. 

habitualization and objectification (Tolbert & Zucker, 1996). Not enough 

time has yet elapsed to claim and demonstrate that the patterned rules, 

typifications and actions described below have become fully 

institutionalized through sedimentation. Skandia's position should thus be 

regarded as representing what Tolbert and Zucker (1996) describe as pre- 

institutionalization and serni-institutionalization. This is an important 

limitation to the analysis. Nonetheless, I believe that a useful account of the 

institutionalization of renewal should provide insight into these early stages. 

The case thus represents an example of a deliberate strategy designed to 

develop renewal capability. As such it provides rich illustrative material of 

what this may involve. 

The findings will be presented in two sections. First, I describe what 

emerged in the study as the five guiding principles that underpin renewal in 
Skandia. Second, I discuss the main investments that Skandia has made to 

establish these principles. Before examining these principles and 

investments, I describe briefly the context within which these developments 

took place. 

THE INSTITUTIONAL CONTEXT FOR RENEWAL IN SKANDIA 

Skandia's renewal programme described here is an example of a deliberate 

attempt to institutionalize the business model and learning from one small 
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part of the company into the rest of the organization. So the story is 

primarily one of intra- organizational institutionalization .2 

Tolbert and Zucker state that "(1)n an organizational context, the process of 
habitualization involves the generation of new structural arrangements in 

response to a specific organizational problem or set of problems, and the 

formalization of such arrangements in the policies and procedures of a given 

organization, or a set of organizations that confront the same or similar 

problems" (1996 ý IS 1). My aim in this section is to describe briefly the new 

structural arrangements, or innovation, in Skandia that have established the 

strategic renewal agenda for the company. The story of the creation and 

evolution of AFS has been told by several authors (Bartlett, 1998; 

Edvinsson & Malone, 1997; Ghoshal & Bartlett, 1998) and other studies 

provide additional information on Skandia in the period prior to my study 
(Earl, 1994a, 1994b). My aim here is to locate their accounts in an 

institutional perspective. 

Tolbert and Zucker (1996) identify three external influences on innovation - 
legislation, market forces and technological change. Alongside these, 

internal political arrangements may make an organization more or less 

receptive to such innovation. All were important in the creation of AFS - 

and are depicted in Figure 3.2. 

From today' s perspective, it can be seen that there are parts of Skandia's approach that are 
being institutionalized more generally. For example, the language and methods 
surrounding the measurement of intellectual capital is being taken up and applied in many 
other organizations. Moreover, other competitors are now emulating man), of Skandia's 
ways of working. 
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FIGuRE 3.2 
TBi INSTITUTIONAL CONTEXT FOR RENEWAL IN SKANDILA 
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Insurance is a well-establi shed industry in which many of the leading firms 

have been in existence for a long time. This is important when the financial 

liabilities associated with insurance policies may last for many years. In 

addition, many of the firms have long-term working relationships with each 

other - as they broker policies and distribute primary insurance risk through 

reinsurance, It is an industry that is heavily influenced by economic 

conditions leading to regular cycles of good and poor performance - at both 

firm and industry levels. 
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Technology has been an important and continuing influence on the sector. 

Insurance provision is information intensive and the large insurance firms 

were early pioneers in the use of computers, investing heavily in mainframe 

computers from the 1960s onwards. Bartlett & Mahmood note that "(L)ike 

most other insurance companies, Skandia had been a pioneer in the use of 

computer technology to facilitate the complex actuarial calculations, track 

huge investment portfolios, and support the heavy customer service and 

other administrative requirements" (1997: 2). 

Traditionally, the insurance industry has been heavily influenced by national 

interests - expressed through differing regulatory and tax regimes. As a 

consequence, the international insurance market has, until recently, 

consisted of a large number of national markets, each with its own 

characteristics in terms of infrastructure, legal systems and economic trends 

(Earl, 1994a). The 1980s saw a departure from this pattern, as more liberal 

regulatory regimes were introduced across financial services markets. 

These opened markets more widely to internationalisation as well as 

allowing for the development new types of financial products. 

Bartlett & Mahmood (1997) describe how, during the late 1970s, a specific 

opporturuty was created in the UK market by regulatory changes that 

allowed savings to be linked to investment-backed variable life assurance 

policies. A group of young entrepreneurs, experienced in insurance, 

recognised the implications of these changes and set up a new business to 

sell variable unit-linked annuities directly to the public. Skandia initially 

provided financial backing for the venture. One of the early problems the 

U. K. company experienced was high turnover of key fund managers and 

sales force agents. To address this problem, the U. K. managers decided to 

externalise both the fund management and sales function. They chose local 

retailers (independent brokers and banks), who were well known to the 

104 



market, and entered into cooperative alliances with them for customer 

networking and distribution. They entered into similar alliances with a wide 

range of highly visible local unit-trust (mutual fund) investment managers 

who had superior track records. 

Jan Carendi, then head of Skandia's international savings business, 

recognised the potential of the U. K. company's innovative product and 
business model for other markets. Foreseeing that changing demographics 

would increase the demand for savings products in the Western World, 

market liberalisation provided new opportunities for international business 

in this sector. The U. K. organization provided a model for how this could be 

achieved - the challenge would be to capture the essence of the model and 

exploit it other markets. Bartlett and Mahmood report that Carendi 

"decided to gain control of the U. K. company by buying back 100% of the 

equity, and to support the U. K. team as it continued to develop its 

innovative product" (1997: 3). Thus it became the foundation for growth 

within Skandia AFS. 

SKANDIIA's ADMINISTRATIVE HERITAGE 

This decentralised approach was characteristic not only of Carendi's 

management style but also of Skandia's culture of geographic, decentralised 

profit centres. In common with much of the industry, national organizations 

were run as largely autonomous, locally responsive units (Earl, 1994a, 

Ghoshal & Bartlett, 1998). 

In this context, the potential of new computing and communications 

technology for linking Skandia's international operations that were spread 

across four continents was substantial. Skandia invested heavily in 

technology in its international reinsurance business, not only to improve the 
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connections between its internal business units but also to increase 

cooperation externally. For example, in the late 1980s Skandia was one of 

three initiators (with Munich Re and Swiss Re) of RINET, a European 

value-added network for the exchange of information between business 

partners in international insurance and reinsurance (Earl, 1994a). Although 

its technology investments were substantial, and coincided with very poor 

business results in 1990, Skandia's top management had already begun 

articulating a view of the company that emphasised the links between 

technology, information, expertise and know-how. Knowledge building 

through IT had been identified as a key strategic intent and three related 

themes had already surfaced at this time. (1) the importance of aligning 

investments in technology with investments in personnel and training (2) 

innovation as critical to taking the opportunities offered by market change 

(3) a perception of Skandia as a network - in terms of technology, as a way 

of viewing both the internal organization and the insurance supply chain. 

During my fieldwork, AFS was described as the "learning space" for 

Skandia's development. "Without AFS we would not have had the chance 

to learn about the importance of IT, relationships etc. The survival of 

Skandia was based upon the nourishing of AFS" (Lindgvist). This latter 

comment reflects the strong concerns over Skandia's long-term future being 

expressed internally and externally during 1980s. Part of this reflects 

industry issues: "much of this arose from the recognition of the real 

problems facing the insurance industry and the difficulty of building 

sustainable results in a context when so many factors are outside your 

control - for example, interest rates which affect the return you get on the 

premiums you invest to cover future uncertain claims. The key question 

they were asking was how do you reduce the risks and increase the 

sustainability of earnings? So it was triggered by the search for a new logic 

to renew Skandia" (Edvinsson). AFS in the 1980s offered the glimmerings 
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of a new logic - though nobody I interviewed had anticipated how important 

it was to become for the company. 

Viewing the evolution of AFS and Skandia from the perspective of 1999, 

and in the context of my particular research question, AFS represents an 

innovation with three salient and interrelated dimensions that Skandia has 

sought to institutionalize across the company. First, is the network model 

expressed in the AFS idea of "specialists in cooperation" -a concept that 

resonates with the concept of social capital. Second, is the importance of 

intangible assets, especially knowledge and know how, and captured by 

AFS in the language of "intellectual capital". Much of their approach to 

intellectual capital represents a commitment to knowledge capture and 

exploitation. Third, is the significance of innovation and renewal, and thus 

exploration, as central to the business mission. 

In the analysis that follows here, I do two things. First, I identify the 

institutional processes, or guiding principles, that have emerged as central in 
Skandia's concept of renewal. Second, I describe the main investments that 

Skandia has made to embed, or institutionalize, its approach to exploration 

and exploitation. 

GUIDING PRINCIPLEs FOR RENEWAL IN SKANDIA 

In Skandia, the concept of renewal is usually linked to the term 

"development" and together they refer to those activities undertaken in 

order to build future business. Formally, renewal and development 

represent "Skandia's preparedness and ability to maintain and develop 

competence in order to retain competitiveness". Since 1993/94, renewal and 
development activities have been reported regularly through a wide range of 

measures developed independently by Skandia's individual business units to 
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suit their particular circumstances. These indicators include competence 

development expense per employee (Skandiabanken Fonder, 1994), 

premiums from new launches (Intercaser, 1995), growth in value 

added/employee (Lifeline, 1996), percentage of staff under 40 (American 

Skandia, 1997), number of ideas filed with the Idea Group (Dial, 1998), and 

training expense as a percentage of administrative expense (Skandia Real 

Estate, 1998)3. Informally, interviewees described renewal variously as 

"investments in training and learning", "new business", "business research 

and development", "the roots of su stainability", "a way of thinking about 

tomorrow" and "a measure of readiness". 

An important aim of this case study is to identify what practices constitute 

Skandia's approach to renewal. That is, what are the socially sanctioned 

regularities that underpin its ability to maintain and develop competence? 

On the basis of my analysis, I suggest that in recent years Skandia has 

evolved five guiding principles that, taken together, enable renewal. These 

guiding principles were manifest in Skandia's main innovations during this 

period. They are increasingly regarded as guides to individual behaviour, 

acting as organizational norms or rules. In this respect, Skandia's approach 

appears most readily understood within the normative perspective on 

institutions (Scott, 1995). 

The guiding principles are emic categories identified through the various 

stages of coding described earlier. Four criteria were used to identify them. 

(1) Triangulation: although initially surfacing during fieldwork, evidence for 

the principle exists in at least three specific data sources: formal interviews, 

the observational study and Skandia's secondary sources. (2) Dual contexts: 

the principle had to appear in discussions of both a business issue and the 

' These examples are taken from Skandia's Intellectual Capital Reports produced as 
Supplements to the company's Annual Report. 
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intellectual capital programme. Thus, in order to show that the principle 

affects action and social practice, it was necessary to identify data 

demonstrating that each principle is both (a) important to the business 

activities of Skandia, and (b) plays a role in its renewal and innovation 

program-me, (3) Dual informants: the principle had to be mentioned by both 

specialists in Intellectual Capital and non- specialists. The latter could be 

either Skandia line management executives or external parties. (4) Evidence 

of institutionalization: i. e. data showing that the principle or rule is 

becoming established as the appropriate way to do things. In each case, 

there is evidence that (a) the principle is used by Skandia personnel to 

explain their actions, and (b) it is explicitly recognised and proposed by 

management as critical to the future of Skandia - again, in terms of both 

4 business development and for encouraging innovation and renewal . For 

each category, therefore, the pattern appeared as a principle at the 

organizational level of analysis and a rule guiding behaviour at the 

individual level. The set of principles to be discussed here thus represents 
both espoused theory and theory in practice within Skandia, meeting thereby 

both the normative and action dimensions of institutionalized processes. 

Five principles were identified in the research. These are (1) rule breaking 

(2) experimenting (3) inquiring (4) taking personal responsibility, and (5) 

cooperating. From a theoretical perspective, two of these processes address 

aspects of exploratory learning, covering both thought (inquiry) and action 
(experimenting). Two processes represent active social agency, both 

collective (cooperation) and individual (personal responsibility). The fifth - 

rule breaking - is a form of de-institutionalization and is important in 
fostering change. I suggest that, in combination, these principles create the 

' When fully sedimented, generative rules are often tacit. However, explicit articulation 
and endorsement of rules may be important in the early stages of institutionalization, 
especially in objectification. Hence, the adoption of 

&s third criterion for rule 
identification. 
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potential fo r repeated cycles of de-institutionalization and re- 

institutionalization and thus for self-renewal. In the next section, I review 

these principles. In so doing, I seek to (1) describe the principle, (2) show 

that it is linked to renewal in Skandia, in terms of both business 

development and organizational development, and (3) that it is becoming 

established as the way of doing things in Skandia. They will be illustrated 

further in the subsequent section in which I examine in more detail 

Skandia's investments in processes for institutionalizing renewal. 

RUILE BREAKING 

"Our future lies in creating new methods and processes, not in 
following the beaten path.... There has never been a better 
time for a business revolution and quest for new heights than 
today. This is not a revolution of anarchists, however, but of 
activists and innovators: it's about daring to open the flow of 
ideas and propose that which has never been considered 
before" (Bjorn Wolrath, President and CEO, 1996)5. 

A salient feature of Skandia's cominitment to sustained innovation is its 

willingness to challenge convention and, where appropriate, to reject 

established practice. This opportunity was seized upon by a member of one 

of the Future Teams, Lotta Karlsson who, echoing Wolrath's statement 

above, commented that her experience on the team, and subsequent 

promotion, had encouraged her inclination to challengei " at last I can be 

what 1 am, an activist and a revolutionary". In a more subdued way, Ingrid 

Tidhult, full time coordinator at the Skandia Future Center, described her 

growing realization that following convention - by having a fixed space in 

the Center as a dedicated office - was not only unnecessary but actually 

unhelpful in undertaking her role. Gradually she abandoned the custom, 

spending her time moving around and stopping at tables, phones or 

computers as needs arise. Although, in an age of "hot-desking", this might 
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appear a relatively insignificant example, for Tjdhult herself and in the 

context of Skandia's then practice, it seemed a note-worthy departure from 

the accepted way of working. 6 

As noted earlier, Skandia's international reputation is largely founded on 

two achievements, both of which represent rule breaking at work. The first 

is the foundation and growth of its Assurance and Financial Services 

business (AFS) on the basis of new models both of product and 

organization. The second is Skandia's critique of conventional financial 

reporting and its attempt to replace current accounting practice with an 

alternative approach for assessing the value of the firm. A third form of rule 

breaking, the open exchange of information, was a theme that surfaced 

regularly during fieldwork. 

AFS as a Rule-Breaker. 

"(O)ur strategic intent is to be a rule breaker regarding global 
and local distribution, and the use of technology and products. 
Unwinding the established value chain destroys old business, 
but based on competitive edge capabilities it creates solutions 
to present market needs in a timely fashion. Unwinding 

permits the separation of activities, including traditional core 
pieces of company identity, which changes the corporate 
makeup forever" (Carendi, 1999) 7. 

Through its adoption of a strategy combining external alliances and an 

internal federative organization, AFS broke with convention both externally, 

in the international insurance industry and internally, within Skandia. It's 

approach breaks down the supply and value chains that conventionally 

operate in the insurance industry and reconfigures the connections by 

creating dynamic networks of alliances (Ghoshal & Bartlett, 1997). It results 

Source. Power of Innovation: Supplement to Skandia's 1996 Interim Report: 2 
61-, vill return to this point in the section on the Skandia Future Center later in the Chapter. 

Source: Internal AFS publication: New Horizons, 1999: 3 

III 



in what has been called an "imaginary" or "hollowed-out" organization 

(Hedberg et. al. 1994) 

internally and externally, many were initially sceptical of the reliance on 

alliances and partnerships with investment managers and brokers and the 

departure from established practices that it represented. However, over time 

AFS has provided a template for other parts of the Skandia group as they 

have moved increasingly to adopt the alliance model. Through time, a new 

identity for the Group has been defined. This is manifest in its 1999 Annual 

Report in which the opening positioning section departs from conventional 

practice by describing Skandia not as an individual company but as "The 

Skandia Network", that is, Skandia and its partners. 

Replacing Conventional Reporting: Accounting for Intellectual Capital 

"Jan had a tough time getting the Skandia managers to believe 
this... AFS was undervalued and the numbers just weren't 
there to justify investment" (Mikkieson). 

The origins of what has become known as Skandia's intellectual capital 

programme lay in a growing dissatisfaction with current conventions for 

business accounting and financial reporting, particularly as applied to 

service businesses. As firms become increasingly dependent on intangible 

assets, methods developed for earlier eras, such as the income statement and 

balance sheet, fail to capture the current and potential value of the modern, 

knowledge intensive firm. 

Skandia's top management had been concerned about this for some time. 

During the 1980s, Bjorn Wolrath, President and CEO of Skandia until 1996, 

had been actively engaged in exploring new ways of reporting with other 

leaders of other Swedish firms in the financial services sector. By 1990 

Skandia was subject to particular scrutiny: it had reported poor financial 
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establishing it as a required company wide practice. Similarly, the 

Intellectual Capital approach has gradually migrated from the separate 

Intellectual Capital Supplements into to the main Annual Report. 

The Navigator, and the supporting IT system Dolphin, have been important 

in establishing the renewal and development agenda within the company 

and providing occasionally a stimulus to break old rules. For example, at 

the individual level, the renewal and development measure alerted one 

American manager to his under-investment in IT training, leading him to 

increase expenditure in this area. "The IC measures pointed me in exactly 

the opposition direction than the financial measures. While I was 

n-ýnirnizing my expenses, I was putting at risk the knowledge and 

competence of my people at using current and future technologies to their 

fullest" (cited in Bartlett & Mahmood, 1997: 9). 

Information Sharing 

"One of the most common questions I get from external 
connections is "how is it that you reveal what people would 
call strategic secrets? You will sit down for hours and days 

and weeks and try to find what are the success factors and then 
you simply share them". Some managers are surprised by 
this" (Lindqvist). 

Outsiders frequently express surprise at the level of Skandia's information 

sharing because it challenges widely held beliefs that (1) most companies 

prefer to withhold rather than share information with outsiders, and (2) by 

giving out valuable information, companies are likely to lose control, power 

or competitive edge. By contrast, Skandia executives frequently emphasise 

the positive benefits of such information sharing. For example, Hakan 

Lindqvist, a Senior Vice President of the Company, went on to explain- 

but the balance of advantage is with Skandia as we 
establish our front line innovativeness ... 

We get benefits and 
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results and Jan Carendi was finding it difficult to get the financial 

investment in AFS that he wanted despite his belief that he had laid the 

foundations of a strong business. 

During the 1990s, Skandia sought to highlight the shortcorfflngs of existing 

institutionalized practice and to propose alternative approaches to reporting 

that would present a better assessment of the future potential of a business 

built around intangible assets. Rather than accepting convention, Skandia 

sought to change the convention, actively participating in the shaping of its 

institutional environment (Lawrence, 1999). Externally, Skandia chose to 

take a high profile approach to changing the rules, aiming in the long run to 

influence the regulatory environment. As part of its de-institutionalization 

"project" (Westney, 1987), it became an active member of both formal and 

informal networks of companies, policy makers and scholars with a similar 

interest in replacing the balance sheet as the primary measure of corporate 

value (see Edvinsson & Malone, 1997, Stewart, 1997). In 1994, Skandia 

became the first company in the world to publish an Intellectual Capital 

Report as a supplement to its Annual Report and Accounts. By the turn of 

the century, Skandia was highly rated as an influential pioneer of new 

approaches to the management of intellectual capital now being adopted 

more generally. (See Appendix 3.2. ) 

Internally, one of the early outputs from the IC programme was the 

Navigator, Skandia's own version of the balanced scorecard. (See Appendix 

3.5. ) Initially, use of the Navigator was left to individual managers and 

business units who were encouraged to adopt the model at their own pace 

and develop it in ways most suited to their business. This resulted in a 

relatively slow and uneven uptake. However, in 1999, when its use was 

becoming relatively widespread, Skandia replaced its traditional budget 

process with the Navigator for business planning and control, thereby 
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also the extra drive since things that are published externally 
have tremendous drive on the internal organization. " 

Leif Edvinsson similarly comments on the learning that comes through 

sharingý "it's a way of getting feedback-, you can also sense movement and 

change". 

Although setuor executives espouse the value of rule breaking, and many of 

those inter-viewed described themselves as engaged in finding new ways of 

doing things, the guiding principle of rule breaking does not appear to 

produce anarchy. Rather, as implied in the Wolrath quotation with which I 

began this section, this guiding principle appears to encourage a willingness 

to challenge and to try out new ideas. It thus sets the context for the other 

guiding principles. See Figure 3.3. 

FIGuRE 3.3 
GuEDING PRINCrPLES FOR RENEWAL IN SKANDIA 

Take Responsibility 

Experiment Inquire 
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EXPERIMINTING 

"JN. How did you develop this new product? 8 
L. E. We don't spend time talking - we do it. We develop a 
prototype and take it to the market. " 

Early in my fieldwork, I was told that in Skandia: "if you see an opportunity 

or have an idea, try it. Don't analyse, move - do it to see if it works". 

Skandia uses many terms reflecting the idea of experiments, including 

prototype" systems, "simulations" and "organizational laboratory". As 

already noted, it has come to define itself as "an innovation company". 

Besides product innovation, Skandia has established a reputation for its 

experiments in two management domains: the use of information 

technology and forms of social organization. 

Experimenting with Technology 

Skandia has consistently been a committed user of technology, usually with 

the expectation that the technology will act not only as a support for 

business but as a too] for learning, particularly about how to operate 

network organizations. This was part of the thinking behind the early 

adoption of personal rather than mainframe computers in AFS and in its 

investment in "prototype" systems to facilitate fast entry into new 

geographical markets (Bartlett & Mahmood, 1997, Hedberg, et. al., 1994). 

Another prototype system, Dolphin, offers a web-based planning tool based 

on the Navigator. Successfully applied across Skandia, it is now a product 

on offer to the external market. 

Learning is an important element in Skandia's experiments with electronic 

brainstorming and what it calls a "future cafF to simulate experience of 

'The product being discussed here is competence insurance 
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future orgarnzation. For example, following the presentation of a series of 

visions about the future to a gathering of the Group's Corporate Council and 

senior management, everyone broke out into working groups to engage in 

technology assisted conversations about these visions. The groups used a 

network of PCs to share their ideas with others, to build on them and to 

draw conclusions. Carendi describes this process of dynanuc connectedness 

as collective intelligence: 

"(W)e have twenty stations out there. They happen to be in 
the next room but they could have been in twenty countries. 
So what we want to show is the virtual company is here, 
working together. That's one pattern, maybe. The second 
pattern is we have 150 people out thereý 150 brains for one 
hour. It is the collective intelligence of Skandia at work, at its 
best and IT makes it happen so to speak". 

This point was echoed by a participant at the meetingý "we've got a great set 

of ideas in just one hour and also proved that you don't have to be in the 

same room to do it". Discussions with those involved in similar "caf6- 

style" experiments elsewhere in the organization suggest that they can act as 

a stimulus to use IT for networking across the organization and particularly, 
for exploring business ideas at an early stage. They also believe that such 

experiments have accelerated the implementation and use of joint 

communication networks with clients. 

Experimenting with New Ways of Organizing 

Gaining insight into these social processes is central to Skandia's ongoing 

commitment to social experiments. Beyond the early adoption of virtual 

and federal organizational designs, it has created new roles, team processes 

and institutionalized environments for encouraging and delivering renewal 

capability. Since I will discuss these more fully later in this Chapter, I will 

provide just one example here. 
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In 1995/6, the company established five temporary Future Teams to 

consider a series of key strategic issues facing Skandia. - "Skandia aims to 

advance its position in the market and innovatively create its future rather 

than being surprised by it. This is why the future teams have been 

assembled. The teams make up one step in Skandia's futurizing process" 

(Intellectual Capital Report, 1996). The teams were designed to maximise 

diversity by bringing together people not only from different functions and 

countries but also different generations. Following what Skandia calls the 

"3G principle", team members were drawn from different generations - the 

over 25s, the over 35s and the over 45s. As the then Director of Intellectual 

Capital, Leif Edvinsson explained: "we need people who can understand the 

archaeology of the future... that is why we have these 25-year olds in our 

program. They already have that vision - they carry the icons of tomorrow 

with them". This is especially important in a company whose business 

involves long term investment and whose mission is expressed in its slogan 

cc security for generations". 

Team members described this generational mix as surprising, frustrating and 

challenging at times. Frustrating, "because we had different ideas about 

what would work" and surprising in that "it was often the older generation 

that seemed the keenest to make change happen". This experiment of 

mixing of generations increased Skandia's insight into both the potential 

drivers and resistors of internal change (Earl & Nahaplet, 1999a) and to the 

differing expectations of age-related market segments. It sensitised them to 

opportunities for developing new products, such as competence insurance 

(discussed later in this Chapter). 
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INQUERING 

An important part of innovation and renewal comes from new insights and 

intuitions. Although the bias in Skandia is towards learning through 

experimentation, Skandia also seeks to stimulate curiosity and foster new 

insights through two modes of inquiry: (1) questioning, and (2) doubt and 

dialogue. These processes form an important link between intulting and 

interpreting (Crossan et. al., 1999). 

Questioning 
"They were not the hunters for the answers but the inquirers: 
finding the questions rather than the answers. The aim is to 
learn to stretch into the opportunities that are emerging - and 
the opportunities are emerging because of the questions. " 
(Edvinsson) 

Skandia leaders regularly exhort employees to ask questions about the 

company's working assumptions and it creates routines to enable them to do 

so. For example, American Skandia's "Meet the Cabinet" (that is, company 

management) provides a regular forum for such questioning. Sessions are 

held every six weeks with the participation of four Cabinet members and 25 

employees. Each Cabinet member is grouped with five or six employees for 

four 15-n-tinute periods. After each period, the Cabinet members move to 

another table. This "musical chairs" format enables employees to present 

questions and suggestions or share thoughts with each other and with top 

management. 

Questioning was at the heart of the Future Teams' agenda in which the 

teams were given an open, deliberately unstructured task. lngrid Tidhult, 

who works at the Future Center, explained "Leif told them to think about 

the future. He did not tell them how. There were no rules, few guidelines". 

An important part of their brief was that the teams should go out and look 
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for the driving forces and embody what they learned in a set of questions 

about the future. The questions raised by one team - about the growing 

significance of "green issues"- is regarded as having been an important 

catalyst for Skandia's increased focus on sustainability (Future Power of 
Skandia, 1996; Earl & Nahapiet, 1999a). Another team member, Lotta 

Karlsson, raised fundamental questions about the long term viability of 
Skandia's model of selling insurance and financial services through broker 

networks - relationships carefully developed by several of the most semor 

executives in the audience. The opportunities for direct selling in the 

electronic era could undermine the core AFS business model. This question, 

and the controversial debate that ensued, led to the creation of a project 

team with responsibility for developing both an internet strategy and a set of 

experiments to test their ideas. Skandia is now regarded as a pioneer in its 

use of the Internet (see Appendix. 3.2). 

A simple question was one of the triggers the development of an important 

new product for Skandia - competence insurance. "If insurance is provided 

to protect the most important assets of the firm, why do we do focus so 

much more attention on physical than human capital. Why do we insure the 

chair and not the person sitting upon it? " In competence insurance, 

employees and employers allocate a certain amount of money to a 

"competence account", giving employees both the opportunity and the 

financial means to take an extended leave of absence with pay in order to 

undertake training or further studies. 

Doubt and Dialogue 

"One of the things you learn here is that it may be good to 
enjoy yourself We are quite conservative in Sweden and we 
tend to think that you have to be strict and efficient at work 
and that you enjoy yourself when you go home. May be that is 
wrong. May be it is possible to work and enjoy yourself' 
(Director of Swedish Housing Cooperative). 
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One important stimulus to questioning is doubt and the dialogue it 

encourages. To doubt is to be unsure about the nature of things. As part of 

seeking to challenge convention, Skandia encourages its employees to be 

consciously unsure about established ways of doing things. In the Human 

Resources area, there has been much discussion about different types of 

employment contract - and how far remote working, and different patterns 

of working, are feasible and wanted. 

Several of Skandia's experiments in "futurizing" can be regarded as 

investments in the generation of doubt. Indeed, the unfamiliarity of the 

word itself causes people to puzzle as to what it might mean and what it 

actually involves. 9 Edvinsson contrasts planning and futurizing: "our focus 

is on increasing the capability of leaders to grasp the future now... 

traditional future work is on future planning, but everyone knows that the 

planning cycle can be between 12 and 18 months. It's worthless. It's a 

waste of time to plan the future. What you had to do was ... nurture a 

culture in the organization to be on the edge. " This is why Skandia's 

programme of investments in experimenting and inquiry, explored later in 

this Chapter, is so important. 

TAKING PERSONAL RESPONSIBILITY 

"Employeeship at Skandia is based on willingness to learn and 
the acceptance of responsibility for own personal goals. 
Intellectual capital is for me the ability of every employee and 
a contribution of every employee to bring the business 
forward" (Thelin). 

The development of renewal capability fundamentally rests on the ability to 

manage and balance exploration and exploitation, i. e. the ability to create 

new learning and to leverage that learning to capture value. Learning takes 
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place at several levels, individual, group and organization. Thus far, this 

analysis has largely focused on organizational processes but individual 

creativity and initiative play a key, even pivotal, role in building renewal 

potential (see Gratton, 2000). In their discussion of learning, Crossan, Lane 

& White (1999) identify two largely cognitive individual level processes, 

intulting and interpreting whereas Ghoshal and Bartlett (1998) place more 

emphasis on motivational issues such as ownership and self-discipline. 

Both orientations are reflected in Skandia's approach. 

Skandia's senior managers expect employees to show initiative, taking 

personal responsibility for their activities. Initially, this emphasis emerged 

most clearly within AFS with Carendi's philosophy of "thrust and trust" in 

which top management outlined priorities and empowered people to take 

action (Bartlett & Mahmood, 1997). Rather than being appointed, 

employees were encouraged to volunteer to join the growing number of 

project teams created to address new issues in a pull rather than push 

approach. 

TI-iis style characterises much recent change in Skandia. For example, as a 

result of an accidental meeting at the Skandia Future Center, Eva Lomelde - 

a human resource executive from Skandia's Norwegian subsidiary, Vesta, - 

joined a working group developing a simulation exercise for the new IC 

accounting being developed in Skandia. She subsequently became part of 

the training team for this exercise as It was implemented in Vesta. Much of 

the early take-up of the IC programme resulted from people choosing rather 

than being required to do so, with the result that its implementation took 

years. In his characteristic style, Edvinsson uses a metaphor to describe the 

influence of the SFC suggesting the way in which small individual changes 

9 Skandia has itself experimented with various forms of the word, including futurlCing - to 

connect ideas about the future directly to its focus on intellectual capital. 
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can have big overall impacts. "We are creating Mexican waves. We start if 

off and watch it spread. We are building on those volunteers to start the 

ripple". 

This emphasis on the individual is today explicitly institutionalized within 

Skandia under the rubric of "responsible employeeship" in which three 

themes are constant. First, employees should take personal responsibility 

and make decisions. Second, they are expected to learn and innovate and to 

"offer ideas, dare to try new ideas, identify new opportunities". Third, 

taking account of the wider context is regarded as vital. 10 

The key account management programme in American Skandia combines 

all three elements. Individual key account managers, in sales, operations 

and marketing frequently innovate in their individual domains, for example, 

by experimenting with new ways of working with the field sales force or 

through developing new campaigns. At the same time, they work together 

in teams to service their large broker dealers, involving lead users actively 
in the development and testing of new products. These activities both 

deepen relationships with important clients and provide valuable feedback 

contributing to the speedy and more focused product development that has 

fuelled American Skandia's growth and reputation for innovation. " 

Over the last ten years, Skandia has sought to recruit people with high levels 

of initiative and give them the freedom and responsibility to deliver. This is 

particularly true of new appointments, such as that of Ann-Christen 

Pehrsson as Director of Business Development for AFS, who developed a 

strategy for entry into the German market, subsequently rolled out in other 

10 Source - intervie-ws and Corporate Reports: the Annual Reports 1998,1999 and the 1988 
IC Supplement, Human Capital in Transformation. 
" Source: case inteniews plus Jonsson, 2000. 
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countries (Bartlett & Mahmood, 1997). It is also evident in the appointment 

of Edvinsson as Director of Intellectual Capital, widely regarded as a 

pioneer in this field. Edvinsson has described his role as that of 
"missionary", providing both new interpretations of the strategic 

significance of intangible assets and proselytising their take-up within 
Skandia and beyond. 

Finally, Skandia's new product "competence insurance" both reflects this 

emphasis on the individual and institutionalizes the corporate emphasis on 

commitment, willingness to learn, and the acceptance of responsibility for 

personal goals. Through this product employees and employers allocate a 

certain amount of money to a "competence account", giving employees both 

the opportunity and the financial means to take an extended leave of 

absence with pay in order to undertake training or further studies. It thus 

represents an organization routine supporting self-directed life-long 

learning. Take-up of the product both within Skandia and by other 

companies has exceeded expectation and provides a practice which formally 

institutionalizes the potential for personal renewal. 

COOPERATING 

"So we don't have the best fund manager, our own best fund 
manager, we have linked to the best fund manager.... We are 
the best to connect to the best funds to make the solution for 
the customer" (Nilsson). 

Cooperation is both a business strategy and a central value driving 

Skandia's activities. I have already noted that Skandia today defines itself 

in terms of its network. One senior corporate executive commented that 

Skandia now sees itself as "an expert in information logistics and in 

building relationships". Thus while highlighting the importance of 

individual initiative and responsibility, Skandia executives place this 
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alongside the principle of cooperation-. "what we demand of employees is 

that they take an interest in the whole and are willing to share their own 

knowledge with colleagues throughout the company" (Annual Report, 

1999: 36). This is, perhaps the most strongly articulated of all the guiding 

principles. At the same time, it seemed in my fieldwork to be the most 

taken for granted assumption - that you "link up" and work with others, 

both individuals and institutions. 

Internally, employees share their learning with colleagues in a variety of 

ways. These include the identification of business units as special 

competence centers - in recognition of the specialist expertise they have 

developed and their responsibility for sharing it around the Group. Since 

1997 American Skandia has run a scheme in which employees nominate and 

vote for colleagues who exhibited qualities of open knowledge sharing. In 

addition to a prize of $1000, winners of these "philanthropy awards" gain 

company wide visibility and a chance to meet with senior management. 

Externally, making many and varied connections with alliance partners is an 

important part of the account management approach taken by Skandia. It is 

manifest in Skandia's many community based activities, in its sponsorship 

of innovation oriented events, such as the World Sports Olympiad in 

London and in its collaboration on the international application of the 

navigator model in Israel and Dem-nark. 

Skandia appears to invest in all three facets of social capital I identified in 

Chapter 2 as underpinning the creation and exploitation of intellectual 

capital. As regards the structural dimension, Skandia constantly stresses the 

importance of making connections - through computerised networks, 

through extensive use of project teams, and through the creation of virtual 

and physical meeting places, such as the Skandia Future Center that has 

attracted 5000 visitors a year since it opened in 1996. Th. is has triggered the 
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formation of several competency alliances, or networks of practice (Brown 

& Duguid, 1999) for such topics as leadership development and the use of 

technology in knowledge sharing. 

Skandia attaches great importance to the development of strong relational 

social capital. Asked about the role of the HR function, one senior executive 

commented "HR has the same role as marketing: its focus is attracting 

relationships in the network. It is about building attractiveness as to why 

you should connect with Skandia and its network" (Thelin). This reflects 

Skandia's expressed belief that "in today's network based, knowledge 

intensive society, it is not products that count, but effective knowledge-rich 

relationships characterised by innovative, high value partnerships". 12 

Accordingly, it pays particular attention to relationship building. 

I have already referred to the key account programme developed by 

American Skandia, the latest stage in a series of investments to strengthen 

the bonds between Skandia and major brokers. Earlier projects included a 

IC concierge desk" introduced to help brokers with whatever they needed, 
including hotel reservations and lost credit cards and the development of a 

database of broker clients which enabled more focused and personal 

communications. Reflecting on such investments, American Skandia's head 

of marketing explained "I want to create a process where we're 

communicating and building an emotional tie with the broker... 1 want him 

to think twice about leaving us" (Bartlett & Mahmood, 1997: 10). 

Trust is a core value in Skandia and provides cultural support for its 

relational strategiesý "Skandia strives to foster leadership and a culture 
distinguished by high trust in both internal and external relations". 13 For 

'2 Source: Customer Value: Intellectual Capital Report, 1998 
13 Source: Visualizing Intellectual Capital in Skandia Intellectual Capital Report 1994: 21 
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Skandia this implies high levels of transparency based on open exchange of 

information internally and externally, encouragement of risk taking, 

extensive collaboration with clients, community groups, academic 

institutions and policy makers. 

Finally, Skandia underpins this comn-fitment to collaborating through the 

development of shared cognitive social capital, for example through the 

ideas, language and frameworks developed through the IC programme. The 

financial officer of the Skandia Link business unit described Intellectual 

Capital as "a pedagogical tool" and a means of "visualizing the (business) 

process for ourselves or to our employees" (Nilssson). 

Gur-mNG PRINCIPLES FOR RENEWAL IN SKANDIA: 
INTERIM CONCLUSIONS 

Through inductive analysis, I have identified five guiding principles that are 

becoming routinized and legitimized, and thus institutionalized, within 

Skandia and I have described how each of the practices has an important 

part to play in organizational renewal. I suggest here that these principles, 

and the practices they foster, underpin both Skandia's recent transformation 

and it's potential for sustained renewal. More specifically, I propose that it 

is the combination of these practices that constitutes renewal capability for 

Skandia. I do so on the basis of Skandia's practice and through reference to 

related theory 

The Practice of Renewal and Development in Skandia 

I suggest that when taken together, Skandia's five principles create the 

potential for a virtuous circle of renewal. Specifically, the "rule breaking" 

principle creates expectation of change, perhaps even radical change, but 

links it to a set of processes that foster learning and its application. The 

encouragement not only to take responsibility, experiment and learn but also 
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to be willing to share that learning through cooperation, provides an 

important basis in practice for cycles of exploration and exploitation. This 

cycle is clear in the evolution of the Skandia's alliance strategy, both in its 

application internationally and to other businesses in the Skandia Group. lt 

is manifest in its intellectual capital programme, and in the development of 

successful new products, such as competence insurance 

Skandia's practices appear well aligned with emerging theoretical 

perspectives on renewal. The strategic management literature identifies a 
few processes as critical for the development of competence and dynamýic 

capabilities. Following Schumpeter (1934), Moran and Ghoshal (1999) 

have proposed that two generic processes underpin the creation of all new 

resources: combination and exchange. Much recent work supports the view 

that knowledge creation involves making new combinations - incrementally 

or radically - either by combining elements previously unconnected or by 

developing novel ways of combining elements previously associated. Where 

different parties hold resources, exchange is a prerequisite for resource 

combination. Teece, Pisano and Shuen (1997) argue that dynamic capability 
depends, inter alia, on three organizational and managerial processes. 

coordination and integration, learning, and reconfiguration and 

transformation. Bogner, Thomas and McGee (1999) similarly highlight the 

importance of learning. I suggest that the power of the institutionalized 

principles identified through inductive analysis of the Skandia case lies in 

their ability to address all these essential processes. 

First, they provide the conditions necessary for innovation and new resource 

creation and do so on an enduring basis. In particular, the 

institutionalization of cooperation, and the social capital it builds, 

powerfully underpins exchange and combination capability. By investing in 

all three facets of social capital, thus meeting the four conditions for 
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exchange and combination identified in Chapter 2, the institutionalization of 

cooperation provides the foundation for the ongoing creation of new 

knowledge and knowing capability. 

Second, they encourage and support diverse approaches to learning - from 

learning through trial and error (experimentation) to learning through 

questioning and dialogue (inquiry). In so doing, they sustain the action and 

reflection loops known to be important in innovative social practice (Schon, 

197-33; Wenger, 1998), These learning approaches also embrace learning at 

multiple levels of analysis. This includes individual learning- through 

responsible employeeship, group learning - through teams and task forces; 

organizational learning - through the creation of learning roles, competence 

centres and the IC programme, and, finally interorganizational learning - 
through the many networks in which Skandia is engaged. In so doing, this 

pattern of institutionalization addresses issues of agency often ignored in the 

institutional literature. 

Third, with a culture that encourages both individual initiative and learning 

and the sharing of such learning with others, the psychological contract of 

responsible employeeship and the social contract based on norms of 

cooperation are conducive to both exploration and exploitation. Fourth, 

through the institutionalization of rule-breaking, they generate an 

expectation of continuous change and a commitment to a culture of 

cc advanced readiness". In so doing, they provide the conditions for 

reconfiguration and transformation and for the creation of renewal 

capability. Finally, what is particularly important about this configuration 

of institutionalized rules and practices is the interlinking of open social 

processes to open learning processes, i. e. those that generate rather than 

encode learning, providing thereby a powerful foundation and momentum 
for innovation and renewal. 
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On the basis of this case analysis and exploration of the literature, I 

summarise my interim conclusion in the following proposition. The 

development of renewal capability in Skandia is generated by the 

institutionalization of three interrelated sets of processes. These are (a) 

social processes underpinning combination and exchange, (b) knowledge 

and learning processes, combining action and reflection at individual and 

collective levels, and (c) acceptance, indeed stimulation, of dynamic 

equilibrium. Although identified in the context of a single organization, the 
five principles are suggestive of the set of practices that can create the 

potential for repeated cycles of de-institutionalization and re- 
institutionalization and thus, for self-renewal. However, it should be 

emphasised that while such practices may be important for dynamic 

capability, they are not in themselves sufficient conditions for competitive 

advantage (Eisenhardt & Martin, 2000). 

INVESTING FOR RENEWAL IN SKANDIA: 

INSTITUTIONALIZATION As CONTEXT SETTING 

Having demonstrated that these principles are becoming established within 
Skandia, I focus now on the investments Skandia has made to embed them. 
Although Skandia has made many investments in support of its commitment 
to building and leveraging intangible assets, particularly the use of IT, in the 

case research four types of investment stood out. First, Skandia seeks to 

create new understandings by shaping cognitive contexts through the 
development of discourse. Second, it uses physical contexts to stimulate 

new actions through the exploration and exploitation of artifacts. Third, it 

as created a range of roles to support renewal and development. Fourth, in 

all these processes, it aims to encourage both new ideas and new actions 
through the pursuit of permeability and the maximization of variety in social 
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settings. These four types of investment are depleted in Figure 3.1. Taken 

together, they represent an approach to organizational change in which 

Skandia's managers appear to invest time and resource in order to create 

contexts designed to encourage sensemaking, self-organizing and adaptive 

behaviour. 

Design involves the deliberate development of a plan, process or artefact to 

fulfil a function, practical and/or aesthetic. In his book, The Sciences of the 

Artificial, Simon discusses the sciences of man-made phenomena, such as 

engineering, medicine and management. He sees the major task of these 

sciences as design: 'everyone designs who devises courses of action aimed 

at changing existing situations into preferred ones' (1969: 55-56). In the 

Newtonian or social engineering model, organizational design emphasises 

efficiency, hierarchy and relatively formal and defined structures of 

coordination and control to achieve known goals. It assumes a relatively 

stable and knowable world. By contrast, those closer to a quantum 

perspective, assume an uncertain and unknowable world and propose 
designs to foster networks, cooperation and self-organization that in turn 

encourage engagement, discovery and learning (Weick, 1977; Wheatley, 

1992; Zohar, 1997). Adopting an architectural metaphor, such designs can 
be viewed as 'the invisible hand' shaping behaviour, action and interaction 
(Pascale, Millemann and Gioja, 2001; see also Anderson, 1999). Using a 

similar image, Levinthal and Warglien point out that 'good landscape 

designers do not direct the flow of traffic by means of directives, such as 
"don't walk on the grass", rather they induce behaviour by laying out 

attractive pathways' (1999: 355). From this perspective, design involves the 

shaping of contexts within which desired behaviour may emerge. 
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Skandia explicitly acknowledges the importance of context. For example, in 

1996 its then President and CEO, Bjorn Wolrath suggested that innovation 

and creativity require courage. 'It's about having the courage to realize that 

the key word for the future is not only competition, but understanding that 

the future is more a matter of collaboration and context' (Power of 

Innovation, 1996: 2). In seeking to foster innovation and renewal, Skandia 

appears to have invested in the creation of a range of contexts designed to 

encourage and enable the emergence of renewal capability and of the five 

institutionalized rules and principles described earlier. 

THE DEVELOPMENT OF DisCOURSE 

Discourse refers to spoken dialogue, written text and their combination 

(Gilbert & Mulkay, 1984; Grant, Keenoy & OswIck, 1998). Those who 

analyse discourse are interested in the ways in which it both reflects and 

helps create organization, highlighting the ways in which discursive 

practices are deeply implicated in the daily routines of life in organizations 

(Eccles & Nohria, 1992, Giddens, 1984, Gowler & Legge, 1983). Discourse 

also plays an important role in demonstrating compliance with institutional 

norms (Meyer & Rowan, 1977; Nahapiet, 1988). Discourse is also 

important in all four of the processes Crossan et. al. (1999) identify in 

strategic renewal. 

Analysis of discourse represents the proposition that management may be 

viewed essentially as an oral tradition (Eccles & Nohria, 1992; Gowler & 

Legge, 1983). Grant, Keenoy and Oswick (1998) suggest that the 

intellectual field of organizational discourse is both extensive and diverse. 

They include within its scope studies of the role and impact of rhetoric, 

metaphor, rituals, stories and narratives, language games, texts, drama, 

conversations and sense-making. Eccles and Nohria (1992) similarly 
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explore the ways in which metaphors and analogies, stories and myths, 

slogans and maxims make action happen. Skandia uses many of these 

discursive practices deliberately and extensively as part of its renewal 

programme. In so doing, they both establish the central role of change, 

innovation and renewal in Skandia's identity and foster the emergence of 

renewal processes. In particular, they represent for Skandia an important 

investment in what it calls "visualization". 

Ring and Van de Ven (1994) define identity as an image that aids sense- 

making and the imagery used by Skandia plays an important part in its 

collective sense-making. I suggest it does so primarily by providing the 

shared typifications that are an essential part of institutionalization. 

However, Skandia's discourse also plays a role in the objectification and 

legitimation of innovative social practices. 

Slogans and Maxims 

Smircich and Morgan suggest that "leadership lies in large part in 

generating a point of reference, against which a feeling of organization and 
direction can emerge" (1982: 258). Eccles and Nohria (1992) note that 

slogans, maxims and declarations are powerful devices that can generate 

such points of reference, serving as a "strategic umbrella" for a diverse set 

of activities. 

This is clearly exemplified in Skandia's core motto "security for 

generations" adopted years ago, alongside its blue umbrella logo, introduced 

in 1964. Insurance and savings are long term businesses. Customers want 

to know that their investments are safe because their suppliers will survive 

long into the future and will pay out reliably against claims and policies. 

The "securiýy for generations" motto touches many of these issues. It 

communicates continuity and that "we are here for the long term" which is 
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important for customers but also for other stakeholders, such as employees 

and investors. It also suggests that Skandia can meet the needs of people of 

different generations. It is one of the slogans stimulating the decision to 

experiment with the "3U' principle, now extended to "4G" through 

involving younger people, including students, in project teams. 

This time dimension is central to one of Skandia's more recent maxims 

which declares its intent "to turn thefuture into an asset". The phrase has 

been used by the company's leaders since at least 1995 and appears 

regularly in company documents, internal and published. It constitutes an 

unusual juxtaposition of ideas - since the term asset, as an accumulated 

resource, implies history whereas the term "fature" suggests not yet 

achieved. It thus communicates a link between past, present and future and 

does so in a manner that Presents the future in a positive way, linked to a 

potentially valuable asset. What that asset might be remains unspecified. 

Perhaps the most prominent slogan for Skandia during the 1990s was 
"specialists in cooperation", originally used in AFS but now applied to the 

whole group. The phrase conveys at least two important ideas for Skandia's 

strategic positioning. First that the various parts of the Skandia group have 

their own distinctive expertise which they deploy in concert with strategic 

partners. This may apply externally, in their strategic alliances, or internally, 

through cooperation between entrepreneurial individuals. Second that they 

are experts in the process of cooperation, both externally and internally. 

These ideas have encouraged other Skandia businesses to develop using the 

alliance approach and also stimulated the range of social experiments 

designed to deepen insights into networking and cooperation. 

Finally, as I noted earlier in tl-ýs Chapter, Skandia has recently defined its 

identity in terms of its "ahility to achieve innovative renewal". In each of 
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the President's statements in recent annual reports, Lars-Eric Petersson 

makes two points clear in respect of renewal - change Is inevitable and 

innovation is critical. In 1998, he began his remarks by stating "Change is a 

natural and essential part of our existence... If anything, the pace of change 

accelerated during the last year. It is a trend that will continue" (Annual 

Report, 1998: 4). The following year he reiterated "I want Skandia to be 

permeated by an air of innovation" (Annual Report, 1999: 5). Taken 

together, these phrases foster an expectation of both continuity and change, 

of deinstitutionalization and dynamic equilibrium, and constitute a rhetoric 

that sets the scene for innovative activity through experimenting and 

inquiry. 

Rhetoric 

Rhetoric is a form of word delivery that is lavish in symbolism and, as such, 

involves multiple layers or textures of meaning. The organizational 

literature draws on several sources for a consideration of rhetoric, two of 

which will be considered here. The first perspective adopts the discipline of 
literary criticism and undertakes an analysis of rhetoric as language and 

argument. (See for example, Huff, 1983). The other has its roots in social 

anthropology and examines rhetoric as the use of language for expressive 

purposes, exploring the multiple layers of meaning it conveys. (See Gowler 

& Legge, 1983; Harrý, 1980. ) 

Rhetoric, argumentation and intellectual capital. In her study of strategic 

change, Huff (1983) analyses a series of documents in terms of their 

structure, content and style of argumentation, together with the main themes 

presented in support of the arguments developed. Adopting this perspective 

illuminates Skandia's approach since, as I suggested earlier, their 

programme turns on the central importance of what they call "Intellectual 

capital". 
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This is clearly evident from their first published document on intellectual 

capital - the 1994 Supplement to Skandia's Annual Report. This 

supplement, entitled Visualizing Intellectual Capital in Skandia, opens with 

a statement from Bjorn Wolrath, President's and CEO. The statement 

headed Hidden Values in Skandia sets out Skandia's core proposition which 

is repeated, with slight modification, in many publications and public 

statements by senior ex ecutives over the following years. (See Appendix 

3.6. ) The proposition is typically set out in a three-step argument as 

follows. Commercial enterprises are currently valued according to their 

financial and other tangible assets, a method and perspective rooted in the 

industrial age. The success of many of today's innovative organizations 

derives from assets that are not visible in conventional approaches to 

company valuations. With better indicators and instruments to visualize and 

make tangible these hidden values, the better it will be for both those who 

manage Skandia and those in the world who wish to value its operations. 

The recurring themes within Skandia's documents concern the importance 

of asset valuation, the significance of making invisible and intangible assets 

more visible and tangible and the importance of dynan-iism and innovation 

capacity and thus the need to stimulate renewal and development within the 

group. Analysis of Skandia's intellectual capital programme as an 

expressive order suggests why these arguments have been so influential. 

Rhetoric and intellectual capital as an expressive order. In their analysis 

of management as an oral tradition, Gowler and Legge explore the rhetoric 

of bureaucratic control, i. e. "highly expressive language that constructs and 
legitimizes managerial prerogatives in terms of a rational, goal directed 

image of organizational effectiveness" (1983ý 198). More specifically, they 

suggest that the rhetoric of bureaucratic control conflates management as a 

moral order with management as a technical -scientific order, whilst 

submerging the former. Making a similar point, Parkin (1975) notes that 
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rhetoric goes beyond what is contained in the surface message. From this 

perspective, intellectual capital as rhetoric provides a language and a 

vocabulary for discourse, constitutes a way of establishing legitimacy in a 
highly ambiguous situation and combines elements of certainty and 

uncertainty in setting out a managerial strategy. 

Returning to the text, Hidden Values in Skandia, the surface message is 

clear and focuses on the need for a better method and set of indicators for 

valuing companies, i. e. de-institutionalizatlon. Note the centrality of the use 

of the term capital -a core term in conventional company reports and one 

which resonates well with the accounting and investor communities 

involved in company evaluation. Skandia extends this term to apply not 

on]y to human capital but, more unusual in it's time, also to structural 

capital (i. e. organizational capability) and customer capital and develops a 

series of measures to match. The technical term for a stock of value and a 

source of value generation is thereby extended from the financial and 

physical to essentially social phenomena. Yet in so doing, the apparent 

precision associated with the term is retained. As one executive commented 
"You need the numbers for legitimacy. You can see the growing 
legitimacy for putting intellectual capital in the traditional language which is 

audited then by this rather conservative community of audit CPAs" 

(Lindqvist). Edvinsson suggests that Visibility comes from the pictures and 
legitimacy comes from the numbers, though the numbers are visible too". 

Three further points are worthy of note. First, is the ambiguity of the term 

"hidden values". Interpreted in the context of capital, it suggests an as yet 

unseen source of economic value. But taken more broadly, it implies a 

wider set of social values that may underpin Skandia's approach - some of 

which, like trust, are described in the final section of the 1994 supplement. 
The phrase "hidden values" thus has evocative power in which the 
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technical, intentional meanings are enriched by the implicational meanings 

rooted in a social and moral order. ' Second, is the juxtaposition of the 

apparently straightforward measures of capital with a more uncertain view 
of the future for which navigation is the appropriate metaphor, and 

innovation and renewal are key processes. The Skandia Navigator thus 

cleverly embraces both an apparently deterministic model of value creation 

with one that keeps open the possibility for the discontinuity and non- 
linearity that underpin innovation. It thus provides for the continuous 
balancing of exploitation and exploration. 

Finally, the report provides a series of narrative and numerical "accounts" 

based on the Skandia Navigator, using such reinforcing expressions as 

"indicators for the future", "competence behind the fagade", "renewal and 

growth" and "the path forward". The document is extensively illustrated 

with pictures of flowers, of navigational instruments and of the Skandia 

navigator model applied in different businesses. A note in the report states 

"the photo themes for this report, flowers and navigation instruments, were 

chosen to illustrate two important factors in developing intellectual capital: 

to stimulate growth and renewal, and to always have a clear sense of 
2 location and direction". (Visualizing Intellectual Capital in Skandia: 21). 

This higl-Jights the emphasis Skandia places on metaphors as another 

important part of its discourse. 

Metaphor 

In explaining the "road map" that guided the development of Skandia's 

intellectual capital programme, Leif Edvinsson, Director of Intellectual 

Capital regards the first part of his journey as a missionary phase, in which 
the development of visualising metaphors was a critical activity. "Skandia 

Support for this connection is to be found in Edvinsson and Malone (1997) Chapter 2. 
Source: Visualising intellectual Capital in Skandia, 1994: 21 
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chose to use a range of complementary approaches and methods. Put 

briefly - these involved a commitment to developing a new accounting for 

intellectual capital combined with strong visual imagery and metaphor to 

commurucate the message". The use of a few key metaphors was a 

deliberate part of the visualization process in Skandia. 

"This new language was based on the insight that if you want 
to communicate to the financial community it has to be 
numbers. So it's a new language based on numbers. But to 
communicate to a larger audience than the financial 
community we also need to have another pedagogical twist 
which we picked up from a professor in Finland. She has been 
working with senior pedagogics and she has found out that if 
you want to communicate with people above the age of 25 you 
need strong colours, big images. So therefore the supplements 
have also a graphical language which is waves and flowers and 
boats etc., trying to convey the message of renewal". 
(Edvinsson) 

The two central metaphors, which recur regularly in Skandia's progranu-ne, 

are the metaphor of the tree and of navigation. The former is used to tell a 

story about value creation and the latter about the dynamics of organization, 

Edvinsson suggest that perhaps the best way to understand the role of 

intellectual capital is metaphorical. 

"If we picture a company as a living organism, say a tree, then 
what is described in organization charts, annual reports, 
quarterly statements, company brochures and other documents, 
is the trunk, branches and leaves. The smart investor 
scrutinizes this tree in search of ripe fruit to harvest. But to 
assume this is the entire tree because it represents everything 
immediately visible is obviously a mistake. Half the mass or 
more of that tree is underground in the root system. And 
whereas the flavour of the fruit and the colour of the leaves 
provide evidence of how healthy that tree is right now, 
understanding what is going on in the roots is a far more 
effective way to learn how healthy that tree will be in years to 
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come .... 
for that tree to flourish and bear fruit, the tree must be 

,, 3 
nourished by strong and healthy roots . 

The tree metaphor provides a readily accessible image that both challenges 

conventional reporting and suggests an alternative way of framing the issue. 

"Traditional society and traditional management approaches are about 

harvesting. And we are talking about cultivation for renewal and survival" 

(Lindqvist). 

The navigational metaphor plays an even stronger role in Skandia's 

intellectual capital programme. it provides the image for Skandja's 

scorecard - the Navigator, now the basis for budgeting across the company. 

Navigation is the central theme for the design of the Skandia Future Center. 

(See Earl & Nahapiet, 1999a). Pictures of navigation provide an important 

story line for many of the intellectual capital supplements (see Appendix 

3.6). For Skandia, the navigation theme conveys several messages. First, it 

goes beyond conventional reports that typically focus on position. Effective 

navigation takes account of direction and speed in addition to current 

position. Second, it conveys idea of movement and a dynamic approach to 

an unpredictable, sometimes turbulent future. It can also communicate the 

importance of taking responsibility and of collaboration. "Sailing is a good 

metaphor for Skandia's corporate culture. We have built up teams designed 

to work when things are going well, but also when the winds are weak or 

storm-force. Our organization uses these winds optimally, with precision 

trimmed sails. Like all successful sailors, we trust our intuition and act 

accordingly" (Carendi). Finally, the nautical metaphor is sometimes used to 

illustrate the change model Skandia seeks to implement. For example, 

3A similar emphasis on rene-wal and development being the foundations for future success 
is to be found in Skandia's depiction of the Navigator as a house. See Edvinsson and 
Malone, 1997 Chapter 4. 
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"Skandia's innovation culture can be described as a wave that is kept in 
4 

perpetual motion by the flow of ideas within the group" . 

Language and Language Games 

At the heart of Skandia's interest in discourse is the view that language is 

fundamental for the creation of meaning and as an influence on action. As 

one executive commented "language is critical for your thinking. For 

example there is a big difference between having controller or value finder 

on your business card. Language is very important in searching for the 

images". Another commented "it is important not to call things with the old 

names when you want to go into the future" (Tidhult). Thus Skandia has 

been deliberately playful with language, engaging in a series of "language 

games" (Pondy, 1978) to attract attention, stimulate inquiry and encourage a 

change of perspective. Many of these games are developed around concepts 

central to Skandia's emerging agenda. 

Skandia experiments with many ideas around "the future". I have already 

examined the phrase "the future as an asset". Another used frequently is 

"IC the future", conveying the idea that intellectual capital is the key 

resource for the future, but raising the question about how far the future can 

be seen and the relevance or otherwise of conventional planning. When used 

in conversation, I observed that such ideas generally trigger puzzling, or 

doubt followed by a conversation. For example, a favourite phrase of Leif 

Edvinsson is that "the future is only 14 seconds away". When asked what 

this means, Edvinsson replies that technically, this is the time span of 

attention. On the occasions I saw this interchange, it was usually followed 

by a dialogue in which it emerged that since "now" is very transitory, most 

of life is either history or future. A discussion then ensuesd about the links 

between past, present and future and the implications for managing change. 

Source: Intellectual Capital Report, 1996: 4 
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Asked in one of these discussions "how do you build foresight", Edvinsson 

answered "you visualize, that's the way we work". 

This approach is reflected in another exploratory phrase: "the future is the 

fifth season". On three occasions during fieldwork at the Future Center, I 

witnessed discussions about this phrase during which two ideas were 

explored. For example, that change is constant. Each season brings a 

transformation but there are patterns in the change. Or that there are 

connections through time such that what happens in one season is shaped by 

what went before and in turn shapes what is to come. By re-contextualising 

in this way, such ideas appeared to challenge the idea that the future is a far 

off, open-ended space thereby making it more tractable, inu-ninent and 

actionable. 

Story Telling 

Although in my fieldwork, I saw little evidence of the sagas and stories 

identified by other researchers (Boje, 1991; Clark, 1972), 1 found a widely 

shared view that Skandia's growing emphasis on intellectual capital, 

renewal, innovation and cooperation is being communicated explicitly as a 

consistent story about the company. This suggests that Skandia's executives 

believe that story telling is an important part of effective leadership. Some 

critics suggest that the much of the Intellectual Capital programme is 

actually corporate public relations. However, even if this is the case, 

Edvinsson argues "90-95% of stock variation is based on stories, non- 
financial information. And if we could systematise that story telling and 
improve the quality of the stories, then you have a much more solid base for 

the valuation of our company as well as other companies". Thus a great 

deal of effort has gone into telling and re-telling the story of intellectual 

capital and of Skandia's renewal both within the firm and in a wide variety 

of contexts across the world. The narrative and the images that support it are 
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readily accessible in the many publications produced by Skandia and 

circulated widely. (See Appendix 3.3) Speakers from Skandia's senior 

management regularly make presentations at international conferences. The 

AFS Open Business Exchange, which is now the official Skandia 

competence centre for intellectual capital, includes PR opportunities in its 

remit, though it sees these primarily in terms of invitations to share its ideas 

through participation in external networks and projects. ' 

One observer told me that "intellectual capital has become a brand name for 

Skandia7 (Schleicher), implying that these stories are recognised externally, 

have some value and create a context of expectations about the company 

and its performance. Along with the other forms of discourse, they provide 

that point of reference against which feelings of organization and direction 

can emerge. 

THE EXPLORATION AND EXPLOITATION OF ARTIFACTS 

If discourse is primarily about the visualization of those processes regarded 

as important in intellectual capital, Skandia's use of artifacts can be viewed 

as an exercise in making them tangible. Renewal and regeneration are 

abstract ideas. The challenge in making them meaningful and actionable is 

to translate them into situations with which people can readily identify and 

which stimulate desired thinking and actions. Much of what we have 

addressed so far has concentrated on discourse as visualization and as an 

encouragement to new ways of thinking. In this section, I extend 

consideration of discourse into the links between thinking and acting 

stimulated by the impact of artifacts. I suggest that artifacts play an 

5 For example, Skandia has been asked to join the European Union project: NimCube: 
New-use and innovation measurement and methodology for R&D, It is also working with 
the Inter-American Development Bank on knowledge and intellectual capital management. 
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important role in all four of the renewal processes identified by Crossan et 

al. (1999) and are especially important in stimulating intulting, interpreting 

and integrating. They also provide both a means of objectification of 

Skandia's ideas about renewal and a context enabling the habituation of the 

institutional principles and practices described earlier. 

An artifact has been defined as "(1) a product of human action which exists 

independently of its creator, (2) intentional, it aims, that is at solving a 

problem or satisfying a need, (3) perceived by the senses, in that it is 

endowed with its own corporality or physicality" (Gagliardi, 1990: 3). 

Although a central focus in some social science disciplines, notably 

anthropology, research on artifacts, as part of the wider domain of 

organizational aesthetics, is attracting increasing attention. (See Gagliardi, 

1990,1996; Latour, 1992; Strati, 1999), There are several reasons for this. 

First, this attention links to current interest in knowledge based theories of 

the firm, since artifacts represent an important form of knowledge. "Things" 

represent the materialization of ideas (Czarniawaska-Joerges & Joerges, 

1995) and, as such, may represent the embodiment of tacit knowledge that 

has become the focus of so much recent discussion. For example, cathedrals 

re-present the formal knowledge of building materials and construction 

techniques of their era, the skills of the craftsmen who built them as well as 

the role of institutionalized religion in society. As Wenger, observes, 

reification is "the process of giving form to our experience by producing 

objects that congeal this experience into "thingness.... (1998: 58). For this 

reason, Scott (1995) suggests that technology, as material artifacts, may be a 

carrier of institutions .6 
Moreover, artifacts last in a way that ideas do not if 

' Tlus attribute of artifacts is rccognised and consciously manipulated by Skandia. For 
example, discussing the ftimiture of different eras in the SFC, Edvinsson remarked "even 
this table has a lot of embodiment of human knowledge". 
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they are not relfied. However, artifacts represent a different type of 

knowledge from that which is typically prevails in Western culture, in that it 

represents a sensory as opposed to an intellectual knowledge. 

Second, there is growing evidence that physical artifacts are themselves 

actors in the social system, shaping and influencing behaviour (Cook & 

Brown, 1999; Latour, 1992,1996). Artifacts contain different clues about 

the world and selectively steer and structure sensory experience in was 

which systematically affect problem-solving (Tyre & Von Hippel, 1997). 

Physical settings thus trigger reflection and dialogue in which meaning is 

socially constructed. 

Third, artifacts have symbolic as well as functional value, communicating 

and sustaining core cultural values and identity. This is evident in a range 

of artifacts, from country flags to company logos. Skandia says of its Future 

Center that it has become "an icon for change " both enabling and 

demonstrating the company's commitment to renewal: "the place is a 

symbol for Skandia to show the world that we are really doing something 

for the future. This is particularly important for all sorts of people, 

especially university students - to show that we are not a boring old 

company. They tell their friends how good it is to work here" (Tidhult). 

Skandia's executives have chosen to design a range of artifacts in support of 

their investment in renewal and development. These include the intellectual 

capital supplements and the production of a series of videos and CD Roms 

which explain their approach. They also include experiments with office 
design. However, in this section, I will focus entirely on the Skandia Future 

Center as an illustration of Skandia's exploration and exploitation of 

artifacts, and aesthetics more generally, in support of all five guiding 

principles that underpin renewal. From this perspective, the SFC can be 
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viewed as a micro-world (Senge, 1990) and as such, as a learning and 

socialisation environment for the developing Skandia. It represents a 

particularly illuminating example of a deliberate attempt to institutionalize 

intuiting and thus to bridge two processes Crossan et. al. (1999) regard as 

difficult to link. 

The Skandia Future Center 

The Skandia Future Center (SFC) occupies two nineteenth century villas in 

Vaxholm, a small town in the Swedish Archipelago just north of Stockholm. 

It was opened May 1996 and has attracted around 5,000 visitors a year since 

then. Under the heading "The Future as an Asset", the IC supplement to 

Skandia's 1996 interim report, sets out the strategic thrust of the SFC. 

"SFCs ambition is to make innovation a core competence within Skandia 

and foster a climate of collaboration that creates value, stimulates growth 

and increases the return on intellectual capital". It is the first of what are 

expected to be several such Centers, developed to represent different facets 

of intellectual capital. It provided the "home base" for the Future Teams 

during their project. 

I have already noted, there are many descriptions of the SFC - "a laboratory 

for future organization", "a gestalting process designed to embody the 

bottom line of the Navigator", "a greenhouse for cross-fertilisation and 

interaction". In part, this reflects Skandia's stated view that "the Skandia 

Future Center will become what the visitors make of it" - i. e. its significance 

will emerge over time as those who visit respond to its design. In this sense, 

the meaning of the SFC is continuously enacted by those who do visit. Leif 

Edvinsson summarised its purpose in the following way- "this place is for 

one activitv - futurizing. It is about prototyping new behaviour. " Four 

features of its design will be explored here. First, the Center as a 
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representation of navigation-, second, time and futurization; third, the 

stimulation of dialogue and conversation, and fourth, experience and the 

prototyping of new behaviour. 

Gestalting the navigation metaphor. Gestalt is a term used frequently by 

those closely associated with the SFC and it is about making things tangible. 

As one interviewee explained to me, gestalt means "to get into something it 

is possible to sense... to tangibilise your thoughts - in an artpiece, the 

design of a chair, a building", adding that "people like to visit artifacts, the 

Coliseum in Rome, the Eiffel Tower, Big Ben. They want to be there, to 

experience it, to 'get it' " (Kjellstrand). One of the objectives of the SFC is 

to gestalt, or make tangible, the concept of navigation and its implications to 

those who visit. 

Villa Askudden, built in the 1860's, is a large house in the Swedish style, 
located by the water's edge, overlooking the archipelago, with its constant 

coming and going of boats, large and small. As you enter the house on the 

lower ground floor, the connection to the sea and things nautical is 

powerful: the timber and metal floor, with its faint smell of tar, the porthole 
lights, the quiet archipelago folk song playing in the background, the many 

artifacts, including a captain's desk, log book and navigating instruments - 
all create a clear yet subtle impression of boarding a boat. The villa has 

been fully renovated - walls have been knocked down and windows 

replaced, creating a create sense of openness, light and connection to nature. 
The floors and most of the furniture are wooden and the windows right the 

way down the sides of the house offer panoraniic views over the sea. One 

visitor to the Center commented: "you are so close to the water... you really 
feel that you are on the water... and that you have to steer the ship. It is very 

good. With open space you can see far horizons. Also, it is important to 
have movement. The boats are always moving". (Kahn) 
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"Navigating your way to the future" is a central theme around which the 

SFC has been designed. On all three floors of the Villa, and the adjoining 

Villa, there are images of navigation - globes, maps, instruments, paintings 

of the sea and far horizons, model boats, ship's lamps, sails. As the same 

visitor commented: "there is a story line here, it is well supported and 

crafted, it is convincing". 

FIG uRE 3.4 
DIE sKANDiLA FuTuRE CENTER 

A laboratory for future org=ation 

Time andfuturization. Time is central to renewal (Hurst, 1995) and leaders 

of adaptive systems pay particular attention to the links between past, 

present and future (Brown & Eisenhardt, 1998). As we have already 
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observed, at the centre of Skandia's concern with futurization and renewal is 

the concept of time. The artifacts within the Villa represent another theme 

central to renewal: that of linking old and new. The furniture, for example, 

spans from the traditional to the modern: from a third floor room filled with 

Rococo antiques through to the latest, and sometimes curious, wooden 

chairs designed for lumbar support. Leif Edvinsson explains the reasoning 

for this range in the following way "to stretch into the future you have to 

stretch into the past". This message is clearly picked up by many of the 

visitors to the Center. As one of them commented when looking around the 

Rococo room: "it is good to have old things. It is important to have a sense 

of history - we don't know why things are as they are, why we do the things 

we do" (Kahn) 

This reflection on why things are as they are is stimulated in a variety of 

ways. During fieldwork at the Future Center, I observed one regular routine 

that I came to call the "guided tour". The tour was offered to most visitors 

to the Center and was undertaken by either Ingrid Tidhult or Leif Edvinsson. 

During the tour, Ingrid or Leif frequently make explicit connections 

between old and new technology, between the "high tech" and the "high 

touch". For example, visitors are invited to see the analogy between an 

antique wooden trolley for carrying around old ledgers and the modern local 

area network: "100 years ago, this trolley was a local area network. In the 

corner, we have today's area network: a Reuters terminal. " (Tidhult, See 

Figure 3.5). One participant in a meeting taking place at the SFC noted "you 

can find the old and new in the house, and we have the old and new in 

Skandia, and it is the same. The old have done what we can build on" 

(Thelin). 

During the "tour", visitors are also encouraged to reflect on what, in its 

time, seemed to be advanced knowledge but which has been surpassed by 
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subsequent events. There are globes and ancient astronomical maps that 

serve as a reminder that man's concepts of the way the world is may have 

moved on but the were a powerful influence on life and trade in their time. 

They are located adjacent to the latest laptop computers and video cameras 

showing views of Skandia locations around the globe, thereby inviting 

speculation about the consequences of current technology. 

FiGuRE 3.5 
FUTURE CENTER ARTIFACTS 

In another room, attention is drawn to a painting of Vaxholm castle 7, built in 

the 16th century as a fortress to protect the entrance to the capital. It took 

thirty years to build and by the time it was finished, ammunition technology 

The castle is dePicted in Figure 3.5 
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had progressed so much that it was no longer of use. "It was obsolete before 

it was finished" one Swedish visitor explained and there ensued a 

conversation about how many of today's projects are similarly 

unproductive. These artifacts frequently led to a discussion between visitors 

about the pace of change, the difficulty of prediction and alternative 

approaches to making strategic decisions. Part of their power comes from 

the ways in which they physically juxtapose the present and the past, the 

new against the taken for granted. 

Weick (1995) suggests that the meaning of lived experience is equivocal 

and makes different kinds of sense as we use different understandings, 

schemas or paradigms to interpret it. From our present positions and 

contexts, yesterday's innovations may look nalve but they represent 

yesterday's action taken in yesterday's context. Looking forward in time 

from the present to the future, it is important to realise that the future can 

only be realized as a "new" present (Karnoe, 1997) since actions are always 

located in time and context. By making visible and tangible the processes 

involved in the making of history, these artifacts powerfully put the present 

in context, as a moment in history. This thought is encapsulated in yet 

another artifact within the SFC -a poster with the following quotation from 

George Santayana: "we must welcome the future, remembering that soon it 

will be the past; and we must respect the past, remembering that it was all 

that was humanly possible". 

"A strategic meeting place" and "a greenhousefor cross-fertilisation and 
interaction ". Weick (1998) suggests that good conversation is a form of 

collective improvisation. Conversations are central to the purpose of the 

SFC. As one executive explained "the SFC seeks to do a more explicit job 

of managing conversations and creating intellectual capital from the 

dialogue". However, it does so indirectly, having being designed around 
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Richard Normann's proposition "do not manage the people, manage the 

environment". 

Since collaboration is central to the mission and identity of Skandia, the 

SFC is a "laboratory" for experiments designed to discover what fosters 

creative collaboration. Some of these experiments are relatively 

unobtrusive, from furniture design to stimulation of the senses through 

smells and sounds. Others are more explicit. For example, an important 

component of the "tour" of the SFC is the showing of some of Skandia's 

visual material -a recent video, such as that made by the BBC as part of an 
Open University programme, or a CD Rom explaining the next stages in the 

IC programme. All visitors are encouraged to take away copies of these 

materials with them at the end of their visit, In my follow up interviews, 

people who had visited the Center commented that these materials acted as a 

reminder of their visit, helped them re-capture their experience of the Center 

and reflect further upon that experience. They also provided a way of 

sharing their experience with other people. 

During my fieldworký one trigger for conversation was Skandia's concept 

of "contactivity". Edvinsson explains that "it is not just connectivity but 

contactivity. That you meet, and through the meeting and the conversation 

you create new ideas and stretch your thinking. You get a broader 

perspective on what the future inight be". Echoing Pondy's (1978) 

observation that it is not sufficient to enact a shared environment it has to be 

talked about, the SFC seeks not only to encourage visitors to experience and 

enact cooperation but also to discuss it, moving thereby from intuition to 

interpretation and perhaps integration. One of the artifacts which triggers 

this dialogue is a novel "business card" comprising a booklet of 13 colourffil 

cards each the size of a business card. Every card has text on one page and a 
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small, colourful abstract drawing on the other. Each page represents a 

speculation in the form of a statement about facets of contactivity. For 

example, "contactivity places: places, such as arenas, faces, cyberspace, 

which create meetings, contact and activity" and "contactivity pacesetters: 

people who create meaningful action in places and meetings through contact 

and activities". (See Appendix 3.8 for more details). 

When I asked how people reacted to this card, I was told "wow, new words, 

new images. It increases the efficiency of the dialogue. It takes twenty 

seconds to scroll through it, it then clicks in the mind and then changes the 

climate". During my period of participant observation, I watched several 

people look at the booklet. Initially, they seemed puzzled that such an 

artifact should be called a business card. In each case, they went on to look 

at the diagrams - stopping at one of the pictures either to talk about 

examples from their own experience or to ask a further question. It seems 

that such artifacts can act as transitional objects stimulating reflection, 

dialogue, exploration and learning (Senge, 1990). 

The final stage of any visit to the Future Center is usually another chance to 

chat - over an informal lunch, or tea, often with other people who happen to 

be in the Center at the time. As one manager from Vesta, a Skandia 

subsidiary, explained during a chance meeting over lunch: "every time I 

have been here on a meeting I have also met other people and had other 

conversations - which we are doing now. I didn't come here to meet you, 
but I did meet you when I came here and that has happened to me every 

time I have been here. I have met other people either that I know or that I 

don't know. I have been involved in discussions - being able to present my 

views". Ingrid Tidhult has worked at the Centre since it opened and notes 

that sometimes there are accidental meetings and sometimes there is chaos, 
but out of chaos, some good things can come. "Actually, I don't believe in 
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coincidence any more. I think you make it likely that these things happen7'. 

She illustrates this by describing a series of chance meetings that led to 

productive conversations and subsequent action, including the creation of 

joint ventures with other businesses. 

Prototyping new behaviour. The SFC is designed to give people an 

experience of the future now. As I have already noted, some of Skandia's 

top managers have reservations about relying on conventional strategic 

planning. Since they believe that many aspects of the future are uncertain, 

they take the view that renewal capability is critical. They regard two 

activities as especially important - the ability to develop and leverage 

intellectual capital and high quality relationships. These are the critical 

skills it seeks to build. Thus the SFC is designed as: 

"a meeting place for a conversation about the future.. But it is 
also a prototyping center for the modern organization. So 
actually, we try to create an organization that is very agile, 
moving at high speed, new connections, new possibilities and 
thereby you are stretching" (Edvinsson). 

I have already noted that the design of the SFC took account of research on 

creativity which suggests that environments for innovation should be 

relaxed and home-like. However, this is sometimes puzzling to visitors 

since the place appears to send out contradictory messages - home and 

relaxation versus work and effectiveness, while raising some important 

questions. Is brainstilling or brainstorming more important for innovation? 
Does informality or formality produce more work? Individually and 

collectively visitors feel the need to respond to these conflicting pulls and to 

manage the doubt they engender. Through its design, the Center surfaces 

the taken-for granted rules that often define the behaviours appropriate for 

different social settings. 

154 



Using the language of Weick (1995), a visit to the SFC can be regarded as 

an occasion for sense-making in a context characterised by ambiguity and 

equivocality. One first-time visitor, the director of a Swedish housing trust, 

observed: 

"This is a beautiful place. We are not used to such beautiful 
buildings. Ours is a very strict organization - very straight, 
boxes, dark buildings. Here, it is like home, relaxed, it is light. 
At work we have no meeting place. If you sit and talk, people 
think you are not working. You have to have something on 
your desk and be moving papers. Yes, we go round to each 
other's offices - but you are still thinking about the papers on 
the desk and not about the future and about different things. 
Here, it is a very different environment - not like your own 
working place.. here there is a chance to be more creative: you 
can leave all the old things behind you. " 

A regular user of the Center told me: "I have worked here with team leaders 

and when we have worked together here, we can cook our own food in the 

kitchen, we can do all that is necessary, you are at home here, you know. 

That will build strong teams... I tl-iink it is very important that when you are 

a team you are doing things together in our home environment and you 

know, we feel that when we are here". A former future team member 

explains that he keeps returning to Vaxholm with his own business teams 

for strategy discussions because "it is so relaxed, there are no rules and 

that's important for new thinking" (Helander). 

In designing the SFC, Skandia sought to create an environment in which 

those who come to should experience something different and take this 

experience with them into their normal work. The assumption was that the 

Center would have its impact through the actions of individuals informed 

and enthused by their experience. By providing "memories from the 

future", Skandia seeks to make it more likely that the new behaviours will 

emerge. Edvinsson explains, "When you have been here, you have to go 
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back to your Job and the challenge is to change that. For example, asking 

how would it be if we changed the furniture, the office etc.? We are 

stretching the organizational behaviour by having all these things coming 

together. " And again "here you reduce the lead-time for innovation: it is an 

icon and icons act as change agents, because once you have seen it you 

don't want to return to the past". 

For the SFC, Skandia's model of change is that of the Mexican Wave - in 

which small individual changes can have big overall impacts. "We are 

creating Mexican waves. We start it off and watch it spread. We are 
building on those volunteers to start the ripple". The SFC can claim to have 

spawned a number of self-organizing developments arising from the chance 

connections created there. It provided the context for the future teams and 

their projects and for gatherings of many of the early adopters of the 

Navigator. It has stimulated the creation of several networks of practice, 

which bring together people and institutions sharing an interest in leadership 

development, office design, IT for knowledge sharing, and social network 

processes. It thus places Skandia in a continuing conversation and set of 

projects that are important for its renewal agenda. 

This metaphor of change through waves is essentially a contagion model. lt 

is predicated on the idea of experience, proximity and openness. This idea 

connects directly to the third type of context Skandia has sought to create 

through its pursuit of permeability. 

THiE PURSUIT OF PERNMABILITY 

The concept of boundary is central to our notion of organization. Most 

theories of organization, including open systems theory, are predicated on a 

view that organizations are separate from their environments, even if 
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heavily influenced by them. Much work on organization design is 

concerned with defining appropriate boundaries between the tasks and 

responsibilities of different groupings. ' 

The core idea of boundary is a notion of separateness - boundaries set limits 

on interaction and influence. They define who and what are outside and who 

and what are inside. Systems are defined by the existence of boundaries and 

in some social systems, such as prisons, these are relatively closed. For 

other systems, such as news broadcasting, the boundaries are much more 

open, or permeable. Where boundaries are permeable, ideas, information, 

artifacts and people flow freely, unhindered by conventional limits and 

restrictions. Permeability thus disturbs system equilibrium and provides for 

the continuous flow of energy and information known to be a pre-requisite 
for system adaptation. "If an organization is to advance across the boundary 

between a control system and an open system, it may need to be flooded 

with variety" (Pondy & Mitroff, 1979: 23). The variety and diversity that 

result encourage exploration rather than exploitation (March, 1991). 

Consequently, permeability is likely to be associated with innovation and 

regeneration. This is because, by encouraging a relatively free flow between 

different systems, permeability enables the often- serendipitous exchange 

and combination that underpin innovation and creative destruction. It 

therefore constitutes a powerful context for the emergence of continuous 

renewal. 

Skandia executives have at various points defined the firm as "specialists in 

cooperation" and "experts in building relationships" and I have suggested 

that the institutionalization of collaboration is one process that supports this 

strategy. At the same time, such collaboration provides an important 

foundation for the development of renewal capability. In this section, I 

8 Though Starbuck (1976) notes that the concept is more ambiguous than it might appear. 
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suggest that that this commitment to collaboration is underpinned by the 

sustained pursuit of permeability and the contactivity It fosters. I suggest 

Skandia achieves this permeability through its commitment to five 

processes: extensive and open internal information exchange, investment in 
boundary spanning people and roles, bringing the outside in, taking the 

inside out and creating networks and communities of practice. Taken 

together, these processes create a ecology of evolving connections and 

information flows that engender, at least in parts of the firm, a state of 

dynamic equilibrium (Ghoshal & Bartlett, 1998, Pascale et. al., 2000). 

Internal Information and Knowledge Exchange 

I noted earlier that Skandia's psychological and social contracts require 

individuals and business units both to act autonomously and to share their 

learning and best practice. This has led to the bottom-up development of 

numerous strategic competence centres. These both recognise that special 

capabilities have been developed in parts of the organization and make them 

available to others. Within AFS, Spain became a competence centre for 

bank product design, the United States for information technology and 

Colombia for administrative support and back office functions (Bartlett & 

Mahmood, 1997). Over time, specialist communities of practice have 

developed across the company and the aim is to encourage their further 

development. 

These social exchange processes are supported by continuing investments in 

information and communications technology. These have developed over 

time from operating as networks for electronic mail and document sharing 

to becoming conduits for the informal exchange of ideas and experiences. 

More recently, this has triggered the development of a knowledge-based 

system, KenNet for capturing and transferring ideas and learning around the 

organization. 
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Investment in Boundary Spanning People and Roles 

People who took boundary spanning as a central part of their role 

sigruficantly influenced the development of Skandia during the 1990s. 

Bjorn Wolrath, Skandia's President and CEO, was active in the Swedish 

Confederation of Service Industries and part of its working group on 

performance measurement in service organizations. In this context, he met 

and worked with Leif Edvinsson, who became Skandia's Director of 

Intellectual Capital. Jan Carendi, as head of AFS, is described as having "an 

open and flexible style" and taking on the role of "infiltrating the 

organization at all levels" (Bartlett & Mahmood, 1997). He recruited to 

AFS many people similarly inclined to ignore conventional boundaries 

when pursuing a task. In this connection, they were strengthened by roles 

which encouraged boundary spanning and "equilibrium busting" (Wheatley, 

1992) These include such jobs as Director of Intellectual Capital, Cultivator 

and FuturlCer at the Future Center. (See Tidhult, 1998. ) These roles will be 

discussed in the next main section of this Chapter. 

Bringing the Outside In 

Skandia consistently seeks to tap into the ideas and experience of those 

outside the organization and make it available within. However, it has not 

typically done this by appointing external consultants. 9 Rather, is has sought 

to make the firm open to a wide range of outsiders who share an interest in 

Skandia's work and planned developments. In this sense, it appears an 

unusually permeable organization. I have, for example, already noted that 

the Future Centre attracts around 5,000 visitors a year many of whom come 

from outside Skandia, indeed from outside Sweden. 

9 Other than with a few specialist process consultants with long relationships with 
Skandia's leaders. 
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Skandia networks extensively with international acaden-ficslo and policy 

makers engaged in work on the future of business, frequently holding 

seminars to which there are invitations to a wide network of people from 

within and without Skandia. Skandia has consistently been accessible to 

researchers and also to journalists, local and international, including writers 

from Fortune, the Economist, and the BBC. It is places particular emphasis 

on making itself accessible to students from schools and universities. 

Taking the Inside Out 

Not only does Skandia seek to bring the outside in, it also invests in taking 

its approach to the world outside. I have already touched on several of the 

ways in wl-iich it has chosen to do this - through the distribution of 

publications and through regular participation in external presentations and 

seminars. 

Skandia has engaged in projects applying its ideas about intangible assets to 

communities outside Skandia both internationally at a local level in a 

sample of communities in Sweden. In 1998, Skandia sponsored the first 

World Sports Olympiad in London, taking its ideas about the knowledge 

caf6 derived from the SFC into a new arena. This not only provided profile 

for Skandia, but also access to a range of experiments on creativity, problem 

solving and emerging applications of new technology. 

Creating New Communities and Networks of Practice 

A consistent theme in Skandia's development over the past decade has been 

the creation of communities of shared interest. Typically these are self- 

organizing, boundary spanning groups with a common interest in sharing 

'0 Contributors to Skandia seminars and publications include Professors Paul Romer of 
Stanford University, JB Quinn of Dartmouth College, Baruch Lev of Stem School of 
Business, New York University, Bo Hedberg of Stockholm University, Johan Roos of 
11\41), Keith Bradley of the Open University. 
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and building their knowledge and expertise in particular fields. AFS has had 

many such groups bringing together and extending their capabilities in 

systems design, new market entry, client management etc. 

In the field of intellectual capital, Skandia has sought to build an active 

network of practice, drawing together people from many different countries, 

occupations and organizations. This fluid and accessible community 
includes policy makers, academics, students, executives and consultants 

who share a common interest in the exploration and exploitation of 

intellectual capital. Part of their work has focussed on creating and agreeing 

a shared language for the field. (See for example, wNywericsson. se. ) Some 

has involved capturing the shared learning and making it accessible in 

models of best practice in intellectual capital development, such as the 

knowledge caf6. (See Intellectual Capital Report, 1998. ) Much of it is seen 

as creating contexts for making new connections, social and intellectual, 

though which further innovation can emerge. 

LEADERSMP AND SUPPORT FOR LEARNING 

In the substantial literature on organizational change, the significance of 

change agents is well established. Either because of their individual 

capabilities and/or their pivotal organizational roles, people are crucial as 
drivers or enablers of change. Skandia's leaders have individually and 

collectively espoused and endorsed the five guiding principles for renewal. 
They have also invested in a range of different types of roles to encourage 

the exploration and exploitation of both social and intellectual capital. These 

roles are also important for all four of the renewal processes identified by 

Crossan et. al. (1999). 
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To explore the range and character of these investments, I will discuss them 

in the context of the dynamic learrung framework proposed by Blacker and 

McDonald (2000) for the analysis of team working. I select this framework 

because it focuses specifically on the attributes of both networks and 

knowledge, and thus on attributes of social and intellectual capital. It also 

provides insights into both exploration and exploitation processes and the 

roles that may foster learning in different learning contexts. 

Blacker and McDonald (2000) identify four different types of learning 

context that result from consideration of two dimensions: (1) a network 

dimension, representing relationship stability, or the degree to which 

relations within or between groups are established or emergent, and (2) a 

knowledge dimension, representing the familiarity of an activity, or the 

degree to which it is established or emergent. They use these dimensions to 

identify four learning priorities that they believe all complex organizations 

are likely to face. These are: (i) the organization of established activities in 

stable networks, achieved through "heedful interrelating" in communities of 

practice-, (n) the organization of fluctuating communities or networks 

around familiar activities, achieved through socialization and routinization 

based on "generic sensemaking", (Iii) the organization of unfamiliar 

activities in established groups or networks, requiring the promotion of 
dialogue and "intersubjective sensemaking"; and (iv) the promotion of 

collaboration in decentred and transient activity networks achieved through 

IC institutionalized knotworking" (Blacker & McDonald, 2000: 838). This 

framework for mapping organizational learning is represented in Figure 3.6 

and will be used here to discuss the different types of investment Skandia 

has made to support these four different types of learning contexts. 
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FIGURE 3.6 
LEADERSHIP AND SUPPORT FOR LEARNING: A FRAMEWORK 

Emergent (ii) (iV) 
relations generic sensernaking institutionalized 
within or knotworking 
between 
groups e. g. C. g. 

Intellectual Capital The Future Center 
Controller Cultivator 

Established (i) (iii) 
relations communities of intersubjective 
within or practice sensernaking 
between 
groups e. g. e. g. 

AccountManager Intellectual Capital 
Controller 

Wolrath & Carendi 

Established activitZ Emergent activitZ 

Communities of Practice 

Skandia has, over time, created several communities of practice supported 

by key roles. Given the strategic significance of alliances for Skandia, one 

of the most important has been its investment in account management and in 
the role of account manager. The account manager acts as the focal point for 

major customers - internally and externally - and plays an important role in 

drawing together knowledge and learning about these customers. The role 

has been extended recently through a project to establish up a global 

customer service community - dedicated to linking cross- border activities 

undertaken for global customers. As one project team member from 

Skandia Life LTK explains: "although we market many products and have to 
follow different regulations in our many market places, we need a conu-non 

approach to interacting with and providing service to our customers. Our 
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knowledge is advancing rapidly as we learn how to structure our service 

offerings in line with developments in e-conimerce. Sharing our knowledge 

must benefit all AFS entities". " 

Another active community of practice in Skandia is the global HR 

community - again reflecting the importance the company attaches to 

human capital The Intellectual Capital community is now relatively well 

established. It has recently embarked upon a joint pilot study with the 

global HR community to develop a generic support structure that can be 

used to facilitate the development and workings of other global 

communities of practice as they emerge. The project manager for this study 

has been given the responsibility for drawing together Skandia's learning 

about communities of practice so that future groups can benefit. 

Generic Sensemaking: Socialization and Routinization 

"Generic sensemaking" refers to the processes through which individuals 

enact scripts, express roles and follow rules. Referring as it does to the 

creation of structures to achieve consistency in activity across people and 

through time, the process of generic sensemaking links individual agency to 

institutional issues. Skandia's creation of the role of Intellectual Capital 

Controller, and subsequently the intellectual capital function more 

generally, represents an investment in roles designed to support this process. 

A major focus of attention for the first Intellectual Capital Controller was 

the creation of language and metrics to increase understanding of the 

significance of intangible assets and hidden values. As this discourse has 

become more explicit and formal, the Controller's activity is now much 

more about teaching people the language and training them in what has 

" Nahapict, 1998 discusses the role of social and intellectual capital in global relationship 
management. 

164 



become and established practice across the company. Mikkleson describes 

her role as Controller as "getting people to understand the hidden values of 

the company and the language for describing them" 

Intersubjective Sensemaking: 

The Promotion of Dialogue for New Understandings of Context 

Much of the leadership agenda during the period of my study focused on 

ways of creating new understandings. For over a decade, Bjorn Wolrath, 

Jan Carendi and subsequently Lars-Eric Petersson, consistently and 

repeatedly drew attention to the need for a new understanding of context. 

They have promoted numerous dialogues to achieve this new understanding 

- including "Future Perfect" - the 1996 annual meeting of Skandia's top 

100 managers that focussed on the findings of the Future Teams and 

discussed them through the technology assisted dialogues described earlier 

in this Chapter. The "Future caf6" process has been repeated on several 

occasions in different parts of the company 

Leif Edvinsson's role, as the world's first Director of Intellectual Capital 

was initially established to create these new understandings. In carrying it 

out he has consistently adopted the "advocacy model" of change agentry 

(Markus & Benjamin, 1996) describing an important part of his work as 

.C missionary". Many of the investments in new discourse and artifacts result 

from his activities. In promoting new dialogues, he has recruited several 

young people to take on experimental new roles - for example, Caroline 

Stenfelt described as FuturlCer, and Jonas Kjellstrand, described as 

FuturICer and Connector. Stenfelt has undertaken a series of projects with 

Skandia, including applying the Navigator model at the country level for 

Sweden, Denmark and Israel. Kjellastrand has been involved in developing 

language and ideas around the links between futurizing and intellectual 

capital which he describes as "a sort of R&D for intellectual capital". In 
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many ways, his role is analogous to that of intellectual capital controller in 

its early stages. it is suggestive of a cycle of learning that begins with 

exploration through inter- subjective sensemaking and moves to exploitation 

through generic sensemaking as an activity, as its associated knowledge, 

becomes familiar. 

Institutionalized Knotworking: 
The Facilitation of Decentred Development and New Collaboration 

According to Blackler and McDonald (2000), knotworking involves the 

development of decentred and transient activity networks. All that is stable 

in such networks is the ongoing mix of contributors, tasks and the tools used 

in such activities. Although this is in academic terms perhaps the least 

understood learning context, it is one in which Skandia has actively invested 

- most obviously, through the Future Teams and Future Center. 

In an inter-view, Ingrid Tidhult told me she saw her responsibilities as 

"Future Center Cultivator", as being "to cherish the networks and nurture 

the processes of development that take place at the SFC". In her published 

reflections on the Future Center she states that "(T)he role of the Cultivator 

preserves the culture and nurtures the processes of development and daily 

work. The Cultivator has the task of caring for the visitor and the nomad" 

(Tidhult, 1998: 14). During my time at the Center, Tidhult engaged in the 

practicalities of running a physical facility, meeting the needs of visitors - 
for food, space, learning tools etc., as well as acting as "guide" to the Center 

and interpreter of its role in Skandia's Intellectual Capital programme. In an 

unobtrusive way, she stimulated many of the dialogues that I witnessed at 

the Center - about the nature of work, about the impact of physical 

environment, about knowledge and about networks. She has played an 

important role in making and sustaining connections with the many people 

who have visited the Center since its inception. In this sense, she acts as a 
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valuable broker bridging networks characterised by many structural holes 

(Burt, 1992,2000). 

INVESTING FOR STRATEGIC RENEWAL: INTERIM SUMMARY 

Four investments in the institutionalization of renewal have been described 

here. First, Skandia's extensive use of discourse to deinstitutionalize some 

practices, such as conventional financial reporting, and to foster new forms 

of practice, such as inquiry and collaboration. In particular, Skandia's 

leaders use discourse to encourage stakeholders to see innovation as central 

to its identity and to encourage an expectation of both continuity and change 

in its operations. They are a vital part of the typification process essential to 

institutionalization and of the legitimation and diffusion processes that 

constitute objectification. They are also important for the interpretation, 

integration and institutionalization processes identified by Crossan et. al. 

(1999). 

Second, the creative use of artifacts is an important part of the company's 

programme for renewal and development. These provide both tangible 

manifestations of Skandia's approach and contexts in which it can be 

experienced and enacted. In so doing, they provide for both the habituation 

of desired practices, such as experimenting, doubt and dialogue, and ways 

of encouraging the diff-usion of these practices. Furthermore, they provide 

powerful ways of linking the intuiting and institutionalizing processes - 
links identified by Crossan et. al. (1999) as especially problematic. 

Third, Skandia's pursuit of permeability ensures constant encounters with 

variety. These encounters with different experiences and perspectives 

design in the opportunity for frequent challenges to prevailing assumptions 

and encourage and enable the collaboration likely to produce new 
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approaches. They are a vital element in the achievement of adaptive change 

(Pondy & Nfitroff, 1979). 

Finally, Skandia's investment in leadership and support for learning suggest 

that it has sought to foster and support a range of different learning contexts, 

and to do so by experimenting with and developing a range of roles to 

encourage both the exploitation and exploration in strategic renewal. 

DISCUSSION AND CONCLUSIONS 

In this Chapter, I have sought to answer the question - how do organizations 
build strategic renewal capability? More specifically, what practices 

generate renewal and what investments do companies make to 

institutionalize these practices? To gain insight into how renewal processes 

may become institutionalized, I have examined the activities of one 

company - Skandia - selected because of its known commitment to building 

adaptive capability. On the basis of inductive analysis of the case data, I 

have identified five guiding principles that encourage strategic renewal and 

regeneration in this particular company. These are (1) rule breaking (2) 

experimenting (3) inquiring (4) taking personal responsibility, and (5) 

collaborating. Taken together, these practices not only create the ongoing 

potential for destabilising convention but also provide opportunities for 

generating the novel insights and learning that underpin adaptation and 

renewal. They also encourage the exploitation of this learning. I conclude 

that in Skandia, renewal capability derives from three interrelated sets of 

processes: (a) social processes underpinning combination and exchange, (b) 

knowledge and learning processes combining action and reflection at 

individual and collective levels; and (c) acceptance, indeed stimulation of 
dynamic equilibrium. 
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Further analysis of the case suggests that Skandia has made a series of 

investments designed to encourage renewal and development through 

institutionalizing these principles. Four investments have been identified 

and described in this Chapter: (1) the development of discourse, (ii) the 

exploration and exploitation of artifacts, (iii) the pursuit of permeability, and 

(iv) leadership and support for learning. A framework depicting these 

principles, practices and investments is presented in Figure 3.1. Although 

identified in the context of a single organization, these principles and 

practices are suggestive of the set of practices that create the potential for 

self-renewal. They now need further examination through research across a 

wider sample of organizations. 

BOUNDARY CONDITIONS 

In introducing t1iis research study, I explained that the primary purpose was 

to answer my research questions by examining practice in a single 

organization. Following Pondy and NEtroff (1979), 1 have sought to 

develop a theory of this individual case. Theory derived from single in- 

depth case studies has had an important role in management and 

organization studies (Bower, 1970; Burgelman, 1994; Pettigrew, 1985; 

Selznick, 1949). Scholars in this tradition typically seek to understand 

multilevel processes in the context of the particular firm. In so doing, they 

seek to explicate the single case before moving to the general. This has 

been my intent in this analysis. While I believe Skandia is an instructive 

revelatory case, nonetheless some reflections are needed on the limitations 

of this particular study. 

First, for a study of institutionalization, a ten-year perspective is a relatively 

short one. I acknowledge that this study, of necessity, can deal only with 
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the early stages of institutionalization - that is, organizational innovation, 

habitualization and objectification. I have been dealing here with the 

formation and stabilising of practice and semi -institutionalized practices 

typically have a relatively short history (Abrahamson & Fairchild, 1999). 1 

do not yet have the longitudinal data to demonstrate the sedimentation of 

Skandia's renewal capability nor the practices that underpin it. Nor do I 

have the long-term data to demonstrate how far and in what ways Skandia 

has continued to reinvent itself 12 However, I believe that if we are to 

understand strategic renewal, we need to capture innovation and pre- 

institutionalization as well as full sedimentation. Moreover, organizational 

actors wishing to institutionalize new principles and practices need to 

understand the early stages at least as well as the later ones. 

Second, renewal capability is orfly one of several factors affecting the 

performance of the firm. Thus a dynamic capabilities perspective provides 

an important but partial explanation of competitive advantage (Eisenhardt & 

Martin, 2000). A fuller assessment of Skandia's medium term performance 

would require examination of factors that fall outside the scope of this 

study. This is an important limitation in my analysis. 

Third, I deliberately sought to interview people who were critical or even 

opposed to the developments I have described here and I did interview some 

known critics. However, the balance of material has been gathered from 

those actively engaged with Skandia's renewal programme - either in its 

development or as users. Thus, the account presented here is oriented much 

more to the achievements rather than the failures of Skandia's work to date. 

" At the time of writing, the market capitalization of insurance companies has dropped 
significantly. with life insurers in worse shape than non-life insurers, and European 
companies more exposed than their American counterparts (Economist, 2003). The first 
decade of the 21" century will thus provide an important test of Skandia's continuing 
ability to renew itself. 
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Also important, I have not included in my study the costs of Skandia's 

programme for renewal. This reflects both the practical difficulties of 
doing so as a researcher and, paradoxically, the lack of readily available 

information on this issue inside the company. One of the costs I did observe 
has been the time taken to embed many of the approaches it wishes to 

encourage and the uneven pattern of take-up. Both appear to be a 

consequence of Skandia's commitment to a pull rather than push approach 
to strategic change. However, relying on volunteers to bring about change, 

even supported by innovative structures, processes and roles, can be 

resource intensive. In future research, more attention needs to be given to 

this aspect. 

Fourth, Skandia is a Swedish company and the practices described here may 
in part be culturally determined 13. Sweden typically occupies a high ranking 
in studies of research and development expenditure as a proportion of GDP 

and in the relative importance of service and especially information 

technology businesses in its economy. 14 Hampden-Turner and Trompenaars 

(1993) see Sweden's wealth creating values as high on egalitarianism and 

cooperation, with corporations seeing themselves as sustaining the 

surrounding society. They also note the importance attached to 
individualism: "(T)he fulfilment and destiny of the individual lies in 
developing and sustaining others by the gift of his or her own work and 

energy" (Hampden-Turner & Trompenaars, 1993; see also Trompenaars, 

1993). These authors also suggest that Swedes believe in people and their 
latent capacities and so the role of leadership in organizations is primarily 

one of coordination, listening, enabling and delegating. These factors may 
help explain Skandia's emphasis on collaboration and networking and on 

innovation and intellectual capital. They may also indicate why Skandia 

" The observations here are based on Earl & Nahapiet, 1999b. 
14 Source: OECD in Figures 
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may be an early entrant, even a pioneer, in exploring what is involved in 

building a successful business in a knowledge economy. In this respect, 

Skandia may indeed be a special case. However, it remains an instructive 

revelatory case - elucidating processes likely to be found with increasing 

salience in an increasingly knowledge-based economy (See Quinn, 1992). 

Finally, my focus has been on the principles and rules that generate the 

capability for sustained renewal. In terms of the need for continuous 

renewal, it could be argued that insurance and financial services firms are 

less extreme examples than say electronics and computers, where the life 

cycle of products is very short and technological change triggers major, 

discontinuous and often unpredictable change. Although I recognise such 

industries face some special challenges, such as time pacing (Brown & 

Eisenhardt, 1998), 1 believe that many of the generic challenges of 

sustainable renewal may be similar. Support for this contention comes from 

research on fast moving industries that has identified renewal processes 

similar to the guiding principles I describe here (Brown & Eisenhardt, 

1998). 

CONTRI13UTION To TITEORY AND PRACTICE 

This case study seeks to contribute to research on strategic renewal and 
dynamic capabilities. It makes the following specific contributions to this 

developing body of work. 

The origins of this empirical research lay in the analysis of the links 

between social and intellectual capital outlined In Chapter 2. If these forms 

of capital are so important for organizational renewal, how do companies 

seek to build and exploit them in pursuit of business success? The case 

study of Skandia has shown that companies do explicitly develop their 
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business and corporate strategies to build and leverage both knowledge and 

relationships and provides detailed insight into what this involves. The 

research thus complements and extends the conceptual understanding of 

organizational advantage and dynamic capability developed earlier. 

The study extends Crossan et. al. 's (1999) analysis of strategic renewal in 

two particular ways. First, it provides an account of how an organization 

can, in practice, balance the tension between exploration and exploitation 

and the range of practices that enable it to do so. It therefore goes much 

further than their illustrative story of Apple Computers. In so doing, this 

study provides empirical support for the importance of many of the 

processes these scholars identify, including language, metaphors and 

conversations. However, it both extends their analysis of discourse and 

identifies. and explores the significance of three other types of investment in 

strategic renewal. Specifically, it (1) advances our understanding of the 

potential significance of artifacts in strategic renewal, (2) describes a range 

of practices that increase organizational permeability and that thereby 

encourage the variety known to be important in innovation and renewal; (3) 

identifies a range of roles for leading and enabling learning. 

Second, this study shows how the important but difficult links that Crossan 

et. al. (2000) Identify - between institutionalization and intuition - may be 

established. Moreover, it goes beyond their view of the role of 

institutionalization in renewal as being primarily concerned with 

exploitation and the "processes of embedding learning that has occurred by 

individuals and groups into the organization" (Crossan et. al., 1999: 525). 

Rather, this study suggests that exploration, including intuiting itself, can 

also be institutionalized. 
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In making these contributions, this study also extends two other recent 

analyses of learning. First, the research provides empirical support for 

Blackler and McDonald's (2000) contention that all four contexts for 

learning that they identify are likely to exist in large complex organizations. 

But it goes further by providing new insights into the types of leadership, 

roles and functions that may be needed to support these very different 

learning contexts. Second, and more broadly, the Skandia case study 

provides rich examples to elucidate and develop Lewis' (2000) conceptual 

discussion of the paradoxes of learning. In particular, the analysis of 

Skandia's investment in discourse and in the exploration and exploitation of 

artifacts, provide clear examples of how the central tension involved in 

learning, that is the need for simultaneous destruction of old understandings 

and practices alongside the construction of new ones, may be managed. 

Skandia thus offers us valuable insights into the practice of paradoxical 

leadership: "(A) paradoxical leader is an influential actor capable of 

thinking paradoxically and guiding social reflection, helping others examine 

rather than suppress their tensions" (Lewis, 2000: 767). 

By providing such insights into paradoxical leadership, and drawing them 

together in a coherent framework, this study offers important perspectives 

for practitioners. Specifically it identifies a set of practices that may be 

developed to encourage strategic renewal. What appears particularly 

powerful in Skandia is the coherent interrelationships between these 

practices and the several ways in which they balance the known tensions 

between exploration and exploitation, old and new, destruction and creation. 

Moreover, Skandia's explicit and deliberate embedding of these practices in 

a strategy built around social relationships and intellectual capital provides 

insight into an area of increasing interest - the management of intangible 

assets. It suggests that the range of investments for building and leveraging 

such assets may be more wide ranging than previously recognised. It 
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particularly invites further reflection on the variety of roles that may be 

created to lead, support and institutionalize self-renewal. This is especially 

important if, as Tsoukas and Chia propose "we need to see organizations 

both as quasi-stable structures (i. e. sets of institutionalized categories) and 

as sites of human action in which, through the ongoing agency of 

organization members, organization emerges" (2002: 580). The framework 

presented here suggests how this may be achieved. 

175 



L : izT 

APPENDIX 3.1 

DESCRIPTION OF AFS 

AFS offers ai range of products to satisfy the increasing concern of people in 
many countries that their retirement systems and other welfare arrangements 
will be unable to meet their needs. With growing awareness of the likely 
impact of an ageing population, many people wish to increase their savings. 
Through AFS, Skandia has created a savings organization with uruit-linked 
arrangements to tie these private savings to growth investments. The 
business can thus be viewed as personal financial services rather than 
mainstream insurance. 

From the outset, AFS adopted an innovative business model based on 
alliances - both with key local distributors (such as independent brokers and 
banks) and with highly successful investment managers. In this model, AFS 

seeks to create value through providing the links between the distribution 

and investment functions, designing innovative products offering life 

assurance and pension savings in funds managed by leading firms and 
marketed by local, well established, independent distributors. This model 
provided AFS both with fast, flexible and low cost access to national 
markets through its distribution partners and strength in investment and 
financial management through its investment partners. Described by some 
as a 'hollowing out' of the organization, its head - Jan Carendi, saw this 
business concept as moving the firm away from being insurance specialists 
towards being 'specialists in cooperation. 

F 
u 
N 
D 
s 

Source: Skandia 
Annual Report, 1998 
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APPENDix 3.2 

SKANDIA'S PERFORMANCE EXTERNALLY BENCHMARKED 

...... 

. ....... ................ ..... ... . .... ......... ................. 
... .............. * ............. ... . ... ....... . .................... ..... .......... ............................................ ................ ............................... 

... .... .. ..... .. *.......... 2002 Ranked in top ten best companies to work for. Fortune 
2001 Ranked 5"' in best performing companies over five years Financial 

in FT European Performance League - specifically Times 
mentions Skandia's ability to innovate. 

2000 One of 28 industry group winners in list of the world's Forbes' 
Dec 400 best companies. Refers specifically to Skandia's Global A List 

pioneering in variable annuities and its international 
expansion. Also identified as one of the 8 "old 
economy" companies making the most out of the Internet 
and building bridges to the new economy - especially in 
its use of the web to reach and educate its distributors 
and independent financial advisors. 

2000 Skandia Life named e-commerce insurance company of UK Financial 
Dec the year in the financial advisor AIFA awards; also AIFA awards 

awarded top five star rating in Financial Adviser Service 
Awards. 

2000 Jan Carendi and Leif Edvinsson named among top most Know 
Nov adn-fired knowledge leaders. Network & 

Work 
Frontiers Intl. 

2000 Skandia identified as the financially strongest brand in Brand Finance 
Aug Europe, with top marks for the quality of its infon-nation PIC 

to analysts and investors. 
2000 Ranked No. 11 as 'most admired knowledge enterprise' Teleos, 
June in a study of Fortune 500 companies, performing KNOW 

especially well in 2 categories: success in establishing an Network & 
enterprise knowledge culture and success in maximising Work 
the value of the enterprise's intellectual capital. Frontiers Intl. 

2000 Ranked No. 3 in a study of international financial Oliver, 
March institutions ranked by shareholder performance. Wyman& 

Company 
1999 Ranked as top international insurance company in terms Dow Jones 
Dec of sustainability - assessed on 5 factors: innovative Sustainability 

technology, corporate governance, shareholder relations, Group Index 
industrial leadership and social well-being. 

1999 Ranked 227 in Fortune 500 list of the world's largest Fortune 
Feb corporations. 
1998 Named in top 20 knowledge management companies. KNOW 

network 
1998 Ranked 312 in Fortune 50. Fortune 
1997 Entered Fortune 500. Fortune 

Stock tops the Stockholm Stock Exchange's A-list. 
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APPENDix 3.3 

DOCUMENTS PUBLISHED BY SKANDIA 

Company Annual and Interim Reports 

Supplementary Reports on Intellectual Capital 

1994 Vizualizmg Intellectual Capital m Skandia 

1995 Intenm Renewal & Development 

1995 Intellectual Capital: Value Creating Processes 

1996 Interim Intellectual Capital: Power of Innovation 

1996 Intellectual Capital: Customer Value 

1997 Intellectual Capital: Intelligent Enterpnsing 

1998 Intellectual Capital Prototype Report: Human Capital in 
Transformation 

Other 

Welfare and Security for Future Generations. 1997. Market Academy, 
Stockholm University & Skandia. 

Tidhult, 1.1998. Memories from the Future Vaxholm: Skandia Future Centers 

CDs 

1. Skandia and the intellectual capital development 

2. FuturlCmg 

Skandia Website - http: //www. skandia. se 
Provides annual reports, presentations to shareholders, information on the 

intellectual capital progranu-ne, . including the Skandia Future Centers. Also 

provides information on subsidiary companies, including AFS and its 

publication, New Horizons. There is also a web-based IC Commumity with over 
10 0 members, more than half of whom are external to Skandia. 
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APPENDix 3.4 

PUBLICATIONS WITH DESCRIPTIONS OF SKANDIA 

Publications Written or Co-Authored by Skandia Employees 
Edvinsson, L. & Sullivan, P. 1996, December. Intellectual capital management. 

European Management JournaL 
Edvmsson, L. & Malone, A S. 1997. Intellectual Capital. London: Piatkus 

Publishers Ltd. 
Edvmsson, L. 2002. Corporate longitude: Navigating the knowledge economy. 

Stockholm: BookHouse Publishmg. 
Roos, J., Roos, G., Dragonetti, N. C. & EdvMsson, L. 1997. Intellectual capital: 

Navigating in the new husiness landscape. London: MacMillan Press 
Limited. 

Tidhult, 1.1998. Memoriesfrom thefuture. Vaxhbolm-. Skandia Future Centers. 

Publications by External Writers 
Bartlett, C. A. 1998. Skandia AFS: Developing intellectual capital globally: 

Teaching Note Harvard Business School, 5-398-111. 
Bartlett, C. A. & Mahmood. T. 1996,1997 Skandia AFS. Harvard Business School 

Case N9-396-412. 
Jonsson, S. 2000. Innovation in the networked firm: The need to develop new types 

of interface competence" In J. Birkinshaw & P. Hagstrom (Eds. ), Theflexible 
firm: Capability management in network organizations: 106-125 Oxford: 
Oxford University Press: 

Earl, M. J. 1994 a. Skandia International. In C. Ciborra & T. Jelassi (Eds. ), 
Strategic information systems: A European perspective. 161-184. London: 
J. Wiley and Sons 

Earl, M. J. 1994 b. Knowledge as strategy: reflections on Skandia International and 
Shorko Films. " In C. Ciborra & T. Jelassi (Eds. ), Strategic information 
systems: A European perspective: 53-69 London: Miley and Sons 

Earl, M. J., & Nahapiet, J. 1999a. Skandia. London Business School Case Study. 
LBS-CS99-015-00. 

Earl, M. J., & Nahapiet, J 1999b. Skandia Teaching Note. London Business 
School LBS-TN99-015-00 

Economist, The. 1998. A viking with a compass, June: 96. 
Ghoshal, S., & Bartlett. C. 1997 The individualized corporation. Boston, MA: 

Harvard Business School Press 
Hedberg, B,. Dahlgren, G., Hansson, J., & Olve, N. G. 1994. r1rtual organizations 

and beyond. Chichester: John Wiley & Sons 
Open University. 1997 Intellectual capital: The new wealth of nations. BBC 

Video Publications. 
Skynne, D. J., &. An-tidon, D. M. 1997 Case study on Skandia. " In. Creating the 

knowledge based business: 163-174. London: Business Intelligence. 
Stewart, T. October 3 1994. "Your company's most valuable asset: Intellectual 

Capital. " Fortune. Cover story. 
Stewart, T. 1997. Intellectual capital. The new wealth of organizations. 

London: Nicholas Brealey. 
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APPENDix 3.5 

Th e Skandia Na vi ga to r 

Oil, 

---------------- ---- -- --- - -------- - ----- - -- - --------------------- - ------ 

OperaUng Environment 

The SkandiaLink Navigator 
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APPENDix 3.6 

STATEMENT FRom BjoRN WOLRATH' 

Hidden Values in Skandia 
Commercial enterprises have always been valued according to their financial assets 
and sales, their real estate holdings, or other tangible assets. These views of the 
industrial age dominate our perception of business to this day - even though the 
underlying reality began changing decades ago. Today it is the service sector that 
stands for dynarrusm and innovative capacity - where jobs are being created and 
investment is high in demand. The service sector has few visible assets, however. 
What price does one assign to creativity, service standards or unique computer 
systems? Auditors, analysts and accounting people have long lacked instruments 

and generally accepted norms for accurately valuating companies and their 
'intellectual capital'. 

At Skandia we have always maintained that our intellectual capital is at least as 
important as our financial capital In providing truly sustainable earnings. That is 
why we have made substantial efforts in recent years to visualize and more 
concretely describe those assets that are difficult to distinguish in the 
overwhelming mass of financial information. On the pages that follow we report 
for the first time on our progress in this work. 

Back in 1991 we instituted a function in our AFS umt to develop a method for 
describing Skandia's human capital, structural capital and customer capital. The 

intention was to devise adequate valuation indicators that could at the same time 
serve as management tools for a service company. Our first report on these 
activities, entitled Balanced Annual Report on Intellectual Capital of AFS, was 
published last year as a supplement to AFS's annual report. 

It was emphasized that this supplement should be viewed as a way of describing 
the otherwise intangible dimensions of the operations, an not as an attempt to 
create added value in the likes of the emperor's new clothes. 

As we now extend this information to cover additional Skandia units, we do so 
under the name Skandia Navigator, to underscore the fact that it is an instrument to 
help us navigate into the future and thereby stimulate renewal and development 

within the group. 

A clearer and more balanced reporting of Skandia not only makes it easier for the 
world around us to value our operations - it also gives us more effective 
instruments to better manage and develop our hidden values. And the more 
tangible we can make our hidden values, the better for all of us. 

qjom Wolrath. President and CEO 

' Source: Visualizing Intellectual Capital in Skandia, Supplement to Skandia's 1994 Annual 
Report 
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APPENDix 3.7 

THEMES IN SKANDIA'S INTELLECTUAL CAPITAL REPORTS 

. .... ...... .......... ........ . ....... .. 
p 

Visualizing Intellectual Flower Metaphor on front 
Capital in Skandia - Navigational instruments inside 
Supplement to Skandia's 1994 
Annual Report "The Photo themesfor this report, flowers and 

navigation instruments were chosen to illustrate 
two importantfactors in developing intellectual 

capital: to stimulate growth and renewal and to 

always have a clear sense of location and 
direction " 

Renewal & Development: Navigation metaphor - pictures of yachts and 
Supplement to Skandia's 1995 yachtsmen in demanding conditions 
Interim Report 

"Navigation requires balance, location and 
direction " 

Value Creating Processes - Chess Metaphor 
Supplement to Skandia's 1995 
Annual Report "The ability to convert matter to momentum and 

momentum to matter at the right time is one of 
the most wonderful characteristics of chess. " 

Rudolf Spielmarm 
Power of Innovation - Waves and ripples metaphor 
Supplement to Skandia's 1996 
Interim Report 
Customer Value: Supplement Monarch butterfly plus outstretched hands as 
to Skandia's 1996 Annual metaphors 
Report 

"The monarch butterfly is able to navigatefrom 
locations in the USA to a precise spot in Mexico 

using its brain to calculate its position based on 
magnetic, solar and other data" 

Intelligent Enterprising: Metaphor of fruit and flower-bearing tree with 
Supplement to Skandia's 1997 birds in flight 
Interim Report 
1998 Intellectual Capital Primitive man, hands 
Prototype Report, Skandia 
Human Capital in 
Transformation 
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APPENDix 3.8 
DESCRIPTION OF SKANDIA'S CONTACTIVITY BUSINESS CARD 

The booklet is the size of a business card and comprises a series of colourful 
pages, each one setting out a facet of 'contactivity', and illustrated with 
abstract pictures 

Title: Skandia contactivity for the future 
Back page: Contactivity generates creativity, strength, potential. 

---------- Contactivity A meeting which creates contact and activity 
red 

.................................................................................................................................................... ............. - ............... Contactivity calibration Contact and activity which lets us meet on an equal level, 

yellow without being equal 

................................................................................... ......................................................................................................... A meeting which creates opportunity for an inner, individual Contactivity energy I 

dialogue, that leaves thoughts and reflections for the day and pink 
for the future 

Contactivity impact I The individual's solidarity with those thoughts and those 
light green decisions which are achieved by the group in a meeting 

Contactivity language I The comprehensible language derived from the common 
red frame of reference which develops in a meeting where there is 

contact and activity 

........................................................ Contactivity life ................................................................................ ...................................................... Everyday work based on a concept which is understood by all, 
moss green and which embraces all 

Contactivity networking Spontaneous and lasting human, as well as professional, 
b uff relations created through contact and activity 

Contactivity pacesetters People who create meaningful action in places and meetings 
turquoise through contact and activities 

............................................... Contactivity places .............. ........................................................................................................ ces, such as arenas, cafes, cyberspace, which create 
green 1 meetings, contact and activity 

..................... ................. ................. ............................................................................ ***"* ..... ..... :-.... * ....... ** ... -- 

Contactivity reality A group's common view of reality at a given point in time 
dark blue 

Contactivity resourcing Meetings which focus on essentials and which, through a 
rust process of scaling away unnecessary material and human 

aspects, permit eliminations but also personal development 

..................................................................................................................................................................................... 

Contactivit\, solutions The solutions to specific problems which evolve through 

o. r. an. g. e 
......................................... ýi ... 

co. ntact. a. n. d.. a. ct. i. N.,. i. t. y 
.... .......... .... ...... .................................................................................. 
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Chapter 4 

CONVERSATION AND THE DYNAMIC Fmm 

We are witnessing a discursive turn in the theory and practice of 

management and organization (Alvesson & Karreman, 2000, - Grant et, al., 

1998). Although an interest in discourse has long been part of the 

interpretive paradigm in organizational analysis (Burrell & Morgan, 1979), 

scholars attribute the recent growth of interest to several factors, particularly 

the postmodern condition (Calds & Smircich, 1999, Hardy et. al., 1998, 

Harvey, 1989; Keenoy et. al., 1997) and the increasing salience of a view of 

organizations as complex adaptive systems in which self-organizing plays a 

critical role (Broekstra, 1998; Tsoukas & Chia, 2002; Wheatley, 1999). 

Together, these imply a perspective on organizing which privileges no 

single story or version of events (Calds & Smircich, 1999; Harvey, 1989), in 

which sensemaking is central (Weick, 1995,2000) and in which order 

emerges out of the interactions of discrete nucroscopic entities (Drazin & 

Sandelands, 1992; Follett, 1937; Wheatley, 1999). A discursive perspective 

represents a view of management as an oral tradition (Eccles & Nohria, 

1992; Gowler & Legge, 1983) in which managers are practical authors of 

their social realities (Cunliffe, 2001, Shotter, 1993). 

An interest in discourse is also salient in management practice. While 

organizations have traditionally presented narrative accounts of their actions 

as business histories (Jeremy, 2002) and as rhetorical statements in formal 

reports and accounts (Gowler & Legge, 1986), recent studies suggest that 

they are increasingly recognising the significance of organizational stories 

as a formal too] in leadership and in managing change (Boje, 1991,1995). 
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Many prominent business leaders have also sought to widen the range of 

employees, and indeed outsiders, involved in strategic conversations in their 

enterprise. These include Jack Welch at GE. (Slater, 1999), Jurgen Weber 

at Lufthansa (Bruch & Ghoshal, 2001), John Browne at BP (Rogan, Gratton 

& Ghoshal, 2002), Lou Platt at Hewlett Packard and Steve Miller at Shell 

(Pascale, et. al., 2000) as well as the Skandia senior executives described in 

Chapter 3. It is developments such as these that provide the stimulus for this 

essay. 

In the previous Chapter, I noted that the term discourse covers a wide range 

of spoken and written text and included elements of both in my analysis. 

Grant et al. (1998) suggest that the strict view of discourse confines it to 

spoken dialogue - which includes language, talk, narratives and 

conversations. In this Chapter, I focus on the last of these. "Conversation, 

implying two people talking directly together to share information, ideas 

and feelings, is the most taken-for-granted process of social talking" 

(Woodilla, 1998: 3 1). 

In tl-iis essay, I argue that analysis of conversation has an important 

contribution to make to a social theory of the dynamic firm - Since 

conversation is one of the most important processes in which and through 

which social change takes place. Although much has been written about 

conversation, we still lack a good framework for describing different types 

of conversations in the context of a theory of the dynamic firm. ' In what 

follows, I provide a definition of conversation that highlights its significance 

for knowledge, learning and social relationships. This defirntion provides 

the foundation for a framework for describing the conversations that take 

' Ford & Ford (1995) and Gratton & Ghoshal (200 1) do develop typologies and these will 
be discussed later. 
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2 
place in institutional settings. This framework identifies four different types 

of conversations - each of which plays an important but different role in 

firm dynamics. These are-. conversation as heedful interrelating, 

conversation as bonding, conversation as dialogue and conversation as 

inspiration. In describing each of these, I refer primarily to the academic 

literature on conversations. 

WHAT IS CONVERSATION? 

At its simplest, conversation is "talk", that is, an oral encounter (Hardy et. 

al., 1998; Shotter, 1993). The Oxford Dictionary identifies its origins in the 

latin word "conversari" meaning to keep company with, derived from the 

roots "con" - with, and "versare" - to turn, thus to turn together. It as a 

particular communication genre, i. e. a recurring pattern of communicative 

practice - distinct from other genres such as reports, memos and e-mail 
(Putnam et. al., 1996). 

Scholars vary widely in how they use the concept. For some, conversation 

refers only to the process or structure of conversing and does not include the 

content of what is exchanged (Collins, 1981). Others address both process 

and content in their analysis (Hardy et. al., 1998). Some researchers, such 

as Woodilla (1998), restrict the term to face to face, situated interaction 

between two people while others, especially Ford and Ford (1995), are 

much more expansive in their approach. They see conversation as: "(T)he 

verbal interactions between two or more people in which the interaction can 

range from a single speech act (e. g. "Do it. ") to an extensive network of 

speech acts that constitute arguments (Reike & Sillars, 1984) and narratives 

(Fisher, 1987). These conversations may be monologues or dialogues 

' The framework may also apply to conversations more generally. However my focus in 
this essay is productive conversations as they affect organizational change. 
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(Reigel, 1987). A conversation may occur in the few seconds it takes to 

complete an utterance, or it may unfold over hours, days, or months. A 

single conversation also may include different people over time, for 

example, when a board member's tenure expires during the process of 

changing corporate policy" (Ford & Ford, 1995ý 545/6). 

While this definition resonates with the broad interpretation often used by 

practitioners, for example when talking about the strategy conversation 

(Van der Heijden, 1996), 1 propose to take a narrower perspective in my 

analysis. I define conversation as "the making of connections - social and 

intellectual - through responsive talk". I will assume that this takes place 

primarily, though not exclusively, in face-to-face situations involving a 
3 relatively small number of people. This definition brings together recurring 

themes in the literature and bridges the key concepts in my central 

proposition about the dynamic firm. Three features of this definition are 

important. 

First, conversation is a form of social connection and, according to some 

theories, the foundation for organization. Van der Heijden, for example 

defines organizations as "systems of individuals linked together through a 

network of interconnections, largely based on conversation (1996-. 291), 

Broekstra proposes a model that defines organization as conversation, 

arguing that "organizing occurs in processes of sharing, dialogues and 

discussion of ideas" (1998: 175). 

Second, many writers argue that a key attribute of the connection 

established through conversation is responsiveness. Cunliffe describes 

conversation as "interactive moments in which people are responsive to 

3 Research on group processes suggests that four is the maximum number of people that can 
engage equally in such responsive talk (Egan, 1977). 
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each other" (2001.352; See also Shotter, 1993) and Clegg and Hardy as 

"the dynamics of reciprocity in mutual interaction" (1996: 700). From this 

perspective, conversation is typically spontaneous, open ended and 

provisional, "immediate in its claim on attention, instantaneous in its 

moment to moment occurrence and fleeting or ephemeral in its form" 

(Putnam et. al., 1996: '191). Several scholars link this idea of interactive 

responsiveness to the concept of improvisation (Crossan & Sorrenti, 1997; 

Hatch, 1999; Orlikowski, 1996), frequently comparing conversation with 

jazz: "(G)ood jazz, like good conversation, is collective improvisation. 

Both mix together fistening to others with listening to self, mutual 

elaboration, on-line invention, all within an underlying structure" (Weick & 

Roberts 1993: 453. see also Weick, 1998). Conversation is thus 

fundamentally a collaborative and co-evolving activity. 

Third, conversation is a process for creating and sustaining both social 

relationships and shared knowledge and understanding. Woodilla notes 

"(T)through conversation, relationships between individuals are established, 

shared meanings are developed, and contested meanings are made visible" 

(1998: 31). It is these two particular aspects of conversation, and the 

dialectics between them, that are critical in organizational change and they 

will be discussed further below. 

Finally, many writers draw attention to the physicality of conversation. 

Maturana (1980) describes conversations as the linking of language, 

bodyhood and emotions. Similarly, Cappella and Street define conversation 

as "a complex, information-rich, mix of auditory, visual, olfactory, and 

tactile events" (1985: 2). With this emphasis on conversation as a cognitive, 

emotional, physical and social process, conversation is a rich medium 

engaging the whole person in reflective interaction with those with whom 

they converse, including themselves (Schon, 1983). 
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CONVERSATION As KNOWLEDGE 

Much of the literature highlights the significance of conversation as both a 

conduit for information and knowledge exchange and a context for learning 

and knowledge creation (Orr, 1990; Shaw, 2002). It thus plays a critical 

role in the creation, exchange and exploitation of intellectual capital, in the 

development of skills (Hardy et. al., 1998) and in collective knowing 

(Brown & Duguid, 1991 -, Cook & Brown, 1999). 

Conversation, Information and Knowledge Exchange 

Conversation is a very flexible genre through which a wide variety of 

information and knowledge can be exchanged. This can be done through the 

telling of stories, the exchange of gossip as well as through the transrrussion 

of more conventional information. Moreover, the interactive quality of 

conversation means that the genre can be used to clarify understanding, to 

confirm what is already known and to explore ambiguities such as through 

nuance and rumour. What is distinctive about conversation is that all of 

these forms of knowledge exchange can occur within the context of a single 

conversation. 

Conversation, Learning and Knowledge Creation 

The significance of conversation lies way beyond its role as a conduit for 

knowledge exchange. Cook and Brown state that "the activity that 

conversation affords is not limited to a merely additive back and forth 

exchange of information... conversation can evoke novel associations, 

connections, and hunches - it can generate new insights and meaning (1999: 

393). Zeldin makes a similar point: "Conversation is a meeting of minds 

with different memories and habits. When minds meet, they don't just 

exchange facts- they transform them, reshape them, draw different 

implications from them, engage in new trains of thought. Conversation 
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doesn't just reshuffle the cards: it creates new cards" (1998 - 14). He notes 

the role of conversation in the progress of science, observing that the 

discovery of DNA was the outcome of conversations between Crick and 

Watson that went on for several years. 

CONVERSATION AS RELATIONSUM 

Mulgan (1997) suggests that the most elementary social unit is arguably not 

the family, but rather the capacity to hold a conversation for it is through 
4 

conversation that primary relationships are established . 
As Shotter 

observes, "our ways of talking are formative of our social relations" 

(1993: 10). Czarniawska-Joerges argues that shared meaning is not what is 

critical for collective action, it is the experience of the collective action that 

is shared (quoted in Weick, 1995: 41). 

Conversation plays a significant role in building both relational and 

cognitive social capital. Through conversation people develop emotional 

ties and friendships. It is also through conversation that people establish a 

coherent social reality that frames their sense of who they are (Grant et. al., 

1998). These identities are created through their inclusion or exclusion in 

conversations, through being dominant or passive in the conversation and 

through the characters, myths and stories that emerge from narratives 
(Hardy et al., 1998). In a fundamental way, conversations lay the 

groundwork for community (Putnam et. al., 1996). 

CON-VERSATION AS AN ENABLER OF AND MEDIUM FOR CHANGE 

The links between conversation and change have long been recognised - in 

the ý 4eneral literature on communications (Putnam et al., 1996) and in 
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research on intentional change. Weick and Quinn, for example, suggest that 

"the most powerful change interventions occur at the level of everyday 

conversation" (1999.381). 

Ford and Ford (1995) identify two broad perspectives for considering 

communication- based change. They distinguish between conversation as a 

tool for change and communications as the context within which change 

takes place. As a tool for change, the key roles that communication plays are 

providing and obtaining information, creating understanding and building 

ownership (Ford & Ford, 1995) Conversation can also be important for 

building support, energising action and developing skills (Hardy et. al., 

1998). In the second perspective, change is viewed as a phenomenon that 

occurs within conununication, including conversation. Change "necessarily 

occurs in a context of human social interactions, which constitute and are 

constituted by communication" (Ford & Ford, 1995: 542). Conversation 

thus provides an important medium for the self-organizing processes known 

to be important in adaptive and emergent change. 

CONVERSATION AND THE DYNAMIC FIRM: A FRAMEWORK 

Given increasing recognition of the significance of conversation in 

organizations, and particularly its role in change and learning, it is perhaps 

surprising that we do not have more insight into different types of 

conversation. This essay seeks to address this issue. 

The most frequent distinction scholars make is between "dialogue" and 

other forms of exchange, such as discussion or consensus. Isaacs (1993), 

drawing on Bohm among others, is an active proponent of dialogue as a 

4 Indeed, the term "criminal conversation" refers in law to a particularly intimate form of 
relationship, i. e. adultery. 
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discipline of sustained collective thinking and inquiry that increases the 

capability of people for working and creating things together. C-Tratton and 

Ghoshal (2001), with a similar interest in improving the quality of 

conversations, propose a map based on the analytical rationality and 

emotional authenticity of conversations. 

Perhaps the most detailed, change-oriented classification of conversations is 

that of Ford and Ford (1995). They identify four types of conversation - 

initiative, understanding, performance and closure - that respond to four 

different types of interaction in the intentional change process, Each type 

represents a different combination of five speech acts - assertives, 

directives, commissives, expressives, and declarations - and relates to a 

different stage in the change journey. Their analysis is important and shows 

how the change process occurs within and is driven by communication. 

However, it focuses on a particular model of change - one that is deliberate, 

formally designed and orchestrated by change agents within the context of 

predominantly top-down formal organization. It fails to capture many 

elements of the exploratory, emergent, collaborative sensemaking processes 

that occur in conversations and that are known to be important in adaptive 

change. My aim here is to address this gap by proposing a new typology of 

conversations that elucidates their role across a range of contexts for 

change, including self-orgamzing, emergent change. 

In developing this typology, I seek to increase understanding of how 

conversations contribute to organizational dynamics and to do so in a way 

that adds to theory and practice. For scholars, this framework reconfigures 

existing descriptions of conversations on the basis of a theoretical 

perspective that is rooted in knowledge and relational issues, The model 

thus provides both greater clarity and new insights into conversations and 

offers a stimulus to further research. At the same time, the typology should 
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help practitioners understand more deeply the significance, range and 

impact of different types of conversation and provide them with an informed 

basis for shaping purposive discourse. 

The central question here is how should we classify situations in order to 

understand the different contributions conversations might make to 

organizational dynamics? The classification I propose was stimulated by the 

analysis of social and intellectual capital in Chapter 2 and by consideration 

of Thompson and Tuden (1959), Daft and Weick (1984) and Weick, (1993). 

It closely resembles the model developed by Blackler and McDonaid. (2000) 

discussed in Chapter 3. 

My defirution of conversation - as the making of connections, social and 

intellectual through responsive talk - suggests a typology based on these two 

types of connections. That is, I propose that it is the characteristics of 

relationships and the characteristics of knowledge that shape the context for 

conversation. Given the focus of this thesis, I wish to compare settings in 

which these connections vary from relatively stable to relatively dynamic. 

This classification leads to a 2x2 framework for comparing conversational 

contexts. Like Blackler and McDonald (2000), on the vertical axis of this 

framework I distinguish between contexts in which relationships between 

the parties engaged in conversation are more or less stable or established. 

On the horizontal axis, I distinguish between contexts in which the 

knowledge base of those engaged in conversations is relatively well 

established and shared and those where it is relatively uncertain, novel and 
56 emergent . This gives us a fourfold classification represented in figure 4,1. 

5 Unlike Blackler and McDonald (2000), 1 have chosen to label this axis knowledge rather 
than activity - both because it reflects more directly my definition of conversation and 
because I believe that the concept of activity has both relational and knowledge dimensions. 
I take the knowledge dimension to include both tacit and explicit knowledge. 
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Each Cell represents a different type of organizational setting for 

conversations. As depicted here, they can be seen as "pure" cases, or ideal 

types. 

FIGURE 4.1 
A TYPOLOGY OF CONVERSATIONS 

(ii) (iv) 
Conversation n Conversation versatIon 0 0 n v e r s a tI 0 n 
as bonding I as inspiration II I n s p I r a tI 0 n 

Emergent 

Relationships 
(i) (iii) I 

Established Conversation Conversation 0 n versatlon 
as heedful as dialogue 
interrelating 

Established Emer ent 
ge Knowledgge 

The model proposes that (1) knowledge and relational issues are important 
7 

and reciprocally interrelated in all four conversational contexts (2) the 

contexts represent different configurations of relational and knowledge 

issues according to their relative stability and familiarity. What is fore- 

grounded and back-grounded in conversations will differ in each context, 
(3) four different types of "productive" conversation can be identified and 

deductively associated with the distinctive change issues which each Cell 

6 These dimensions cover but go beyond the two types of uncertainty identified by 
Thompson and Tuden (1959) in their classification of decision situations - over preferences 
and causal structure. Nonetheless, their descriptions of different decision strategies will be 
drawn on in the subsequent discussion. In doing so, I fully accept Weick's (1993) 
observation that Thompson and Tuden fail to acknowledge the significance of interpretation 
processes that define how decisions are positioned on these variables in the first place. 

It is therefore consistent with discussion of the reciprocal relationship between social and 
intellectual capital in Chapter 2. 
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represents-, (4) the different types of conversation are likely to be facilitated 

by different approaches to shaping these settings, physically and temporally. 

Cell I represents contexts in which relationships are relatively well 

established and the knowledge being discussed is shared by those involved. 

Based on Weick and Roberts (1993), Blackler and McDonald (2000) 

suggest that learning takes place in such contexts through a process of 

"heedful interrelating". Therefore I use this term to describe conversations 

in this setting. 

Cell 2 depicts those situations in which people converse about relatively 

well established and understood knowledge, but in the context of 

relationships that are relatively new. In this setting, I suggest the primary 

role of conversation is "bonding", i. e. creating social connections. 

Cell 3 describes those contexts in which relationships between those 

involved in the discourse are relatively well established but the issues they 

are discussing are poorly understood, novel and thus emergent. Such 

conversations can take on several characteristics but I suggest that 

conversation as "dialogue" is increasingly viewed as the appropriate way to 

manage such contexts. 

Cell 4 represents a setting in which both relationships and the knowledge 

being discussed are novel and emergent. Following Thompson and Tuden 

(1959), 1 propose that it is conversation as "inspiration" that best captures 

the role of productive conversation in this Cell. 

This classification is a simplification in four important respects. First, 

although the categorization of connections into "established" and 

11 emergent" implies relative stability in those contexts labelled 

LC established", learning and adjustment is always needed to sustain both 
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social and intellectual connections. Interrelations are not given but are 

constructed and reconstructed continually. Thus I assume that dynarnics are 

important in all four contexts - though their characteristics differ. Second, 

conversations of each type may, in practice, take place across the range of 

settings. However, my main proposition here is that each type is 

particularly appropriate for addressing the distinctive change issues that 

occur in these four archetypal settings. Third, the analysis focuses on the 

ways in which conversations impact organizational issues. While allowing 
for the fact that, as open-ended social exchanges, conversations in practice 

cover an extensive range of personal and non-work related topics, my 

interest here is in how such conversations directly or indirectly impact 

organizational work and organizational dynamics. My focus is thus on 

responsive talk as it affects organizational change. Finally, for the purposes 

of this analysis, I assume a relatively small number of participants can 

engage in the four types of conversations as described here. This follows 

from their characteristic as responsive, interactive talk. I thus take a much 

more limited view of conversations than do Ford and Ford (1995) though, 

like them, I assume that change occurs within and through conversations. 

CONVERSATION AS HEEDFDUL INTERRELATING 

Cell I depicts a stable, established context for conversations - in which 

those involved know each other well and converse about relatively well- 

understood topics. At first sight, this setting appears routine - and, indeed, 

Thompson and Tuden (1959) suggest that decisions in such settings are 

most appropriately made through a process of calculation - as a relatively 

technical or mechanical matter in which social interaction and engagement 

are relatively unimportant. In these contexts, therefore, we might expect 

those conversations that do take place to be relatively stylised rituals, 

apparently devoid of real significance in relation to change. As Berger and 
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Luckmann observe, "most conversation takes place against the background 

of a world that is silently taken for granted" (1966: 172). 

However, scholars recently have shown that routines, as repeated patterns of 

behaviour, have the quality of both stability and change and provide an 

important foundation for organizational adaptability (Feldman, 2000; 

Feldman & Rafaeli, 2002). Feldman (2000) argues that a routine is not a 

single pattern but rather a set of possible patterns from which organization 

members enact particular performances. This suggests an important role for 

routines, including conversations, in orgarnzational dynamics. 

Although I have found little research specifically designed to consider the 

characteristics of conversation in such settings, or indeed of "purposefill" 

conversation as routine, we can infer a number of characteristics from recent 

studies. Perhaps the two most relevant streams of work are (1) research on 

communities of practice (Brown & Duguld, 1991,2000; Lave & Wenger, 

1991, Orr, 1996, Wenger, 1998); and (2) studies of "heedful interrelating" 

(Weick & Roberts, 1993; Weick, Sutcliffe & Obstfeld, 1999). These studies 

suggest that, in work contexts where there is a measure of task 

interdependence, conversation serves two important purposes. First, 

conversations provide an opportunity to make routines meaningful in a 

particular situation and at a particular time. They make connections that 

enable shared understandings, both about what to do in a particular instance 

and why some actions are appropriate. "This happens because connections 

allow the individuals involved to discuss the tasks involved and to 

coordinate their behaviour with one another" (Feldman, 2000316; see also 

Lave and Wenger, 1991). Second, conversations are important for dealing 

with exceptions. This is especially critical for groups and organizations 

required to perform with high reliability, such as those managing flight 
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operations on aircraft carriers (Weick & Roberts, 1993) but it also applies to 

problem solving more generally (Orr, 1990). 

What we learn from this research suggests that purposeful conversation in 

these contexts is likely to have three characteristics. (1) It is intimately 

connected to practice. Conversation is a way of making things meaningful 

through reflection while engaged in action (Schon, 1993), particularly joint 

action (Orr, 1990, Weick & Roberts, 1993). It may be a way of 

accomplishing Nonaka and Konno's (1998) concept of 'exercising ba" in 

which learning takes place through action. (2) Conversation is a way of 

expressing and achieving heedfiA interrelating: "People act heedfully when 

they act more or less carefully, critically, consistently, purposefully, 

attentively, studiously, vigilantly, conscientiously, pertinaciously" (Weick 

& Roberts, 1993: 361). Such heed, understood as the integration of 

thinking, feeling and willing, requires real time, dense and responsive 

interrelating in a manner for which conversation is well suited. For Weick 

and Roberts (1993) this is a thoroughly social and dynamic process "(W)e 

portray collective mind in terms of method, rather than content, structuring 

rather than structure, connecting rather than connections (Weick & Roberts, 

1993365). (3)) Narrative skills, including conversational story telling can 

play an important role in constructing both meaning and identity in problem 

solving (Brown & Duguid, 1991; Orr, 1990). 

Research on communities of practice and on heedful interrelating suggests 

that those environments that are conducive to heedful conversations are 
likely to be information rich and activity oriented and to provide the 

opportunity to engage with every day objects that afford learning and insight 
(Brown & Duguid, 2000,2001), Thus designs for heedful conversations are 
likely to be focused on the work place, providing time and encouragement 

for conversing while "doing". 
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There are two important limitations to the concept of heedful interrelating as 

reviewed above. First, research on decision-making shows that groups 

operating in Cell I may also be closed rather than heedful in their thinking 

and action. Work on "group think", for example, suggests that established 

groups may be prone to collective blindness that inhibits rather than 

encourages change and learning (Janis, 1982). Conversations in such 

contexts may skirt round or avoid "undiscussable" topics. Second, most of 

the work on heedful interrelating is primarily cognitive. It privileges the 

knowledge dimension over the social relational, the analytic/rational over 

the emotional. "For those who spend much of their time in organizations, 

emotion talk is often taken for granted: the gripes, the anger, the anxiety, the 

frustrations, the glee, the joys, the tedium; the embarrassments and the 

despair. These are part of the social creation and personal expression of 

work and organizational life" (Fineman, 1996: 543). Yet as Fineman goes 

on to point out "(F)eelings and emotions are the quintessence of humanness, 

social functioning and social order. Feelings connect us with our realities, 

they provide an experiential, personal readout on how we are doing, where 

we 'are', what we want, what we might do next" (1996.546/7). This 

suggests that in considering heedful interrelating, we need to embrace the 

aspect of "care" as well as the aspect of "attention" that are included in most 
dictionary definitions of heed. Indeed, it may be the social and emotional 

pressures as much as the cognitive pressures that produce collective 
blindness and group think in the first place. 

When we do this, we recognise that there are many other work-related 

conversations that both connect people to each other and deepen 

appreciation of work and appropriate conduct. Many of these conversations 

take place "off-line" - in the moments between meetings, over lunch, in the 

staff room, in the car park. Hochschild (1983) describes the conversations 

between flight attendants in the galley of an aircraft, as they drop their 
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public mask and reveal to each other some of their feelings about their 

service encounters. Kunda (1992) similarly describes the quick, informal 
debriefings and checking that takes place during breaks in, and between 

meetings. This research suggests the importance of "safe settings" or zones 

which have come to "permit" different types of emotional expression 
(Fineman, 1996). It draws our attention to the significance of "social place" 

alongside the "work place" considered in the more cognitively oriented 

research. Organizations are now more paying more conscious attention to 

providing such spaces at work, where people are encouraged to spend time 

chatting and conversing (Brown & Duguid, 2000). Such conversations may 

move frequently between work and personal issues, between the apparently 

trivial and the important. It suggests the application of a model in which 

relating and knowing, thinking and feeling are recognised as fundamentally 

entwined even in relatively routine exchanges and conversations (Fineman, 

1996). 8 

CONVERSATION As BONDING 

Whereas conversation as heedful interrelating (Cell 1) involves the 

entwining of knowledge and social exchange in relatively established 

contexts, Cell 2 represents settings in which relationships are not yet 

established. Here, those engaged in conversation are assumed to share a 

common body of knowledge but they do not yet know each other as people. 

This setting is exemplified by the start up phase of many projects. It is often 

characteristic of the entry phase for new recruits. "Personal chemistry" can 
be critical in the decision to proceed, or not, with acquisitions and mergers. 

My argument here is that in these settings, although knowledge work is 

' Similar assumptions underlie the recent use of poetry to encourage "courageous 
conversation" as a means to challenge collective blindness and stimulate creativity within 
the enterprise (Essex & Mainemelis, 2002). 
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important, conversation can play an especially important role in the building 

of social relationships, i. e. bonding. 9 

Bonding has been defined as "sticking together" and it refers to the 

"pervasive drive to form and maintain at least a minimum quantity of 

lasting, positive and significant interpersonal relationships" (Lawrence & 

Nohria, 2002: 79). Bonding is important in organizational dynamics 

because, as I argued in Chapter 2, social relationships play a critical role in 

knowledge and learning processes. 

One of the most important dimensions in relationships is trust. Two types 

of trust that are important in work relationships (1) character based trust - 

trust in the other's integrity, motives and intentions, consistency of 

behaviour, openness and discreetness and (2) competence based trust - trust 

in the other's competence (Gabarro, 1978). Work place, work centred 

conversations - of the sort in heedful relating - may be important for 

building competence based trust. However, I suggest that more informal 

conversations may be important for developing character based trust. 

Gabarro (1987) has argued that, analytically, one should not draw too sharp 

a line between working relationships and social relationships since the 

former are, after all, a type of social relationship. Research on knowledge 

intensive firms suggests that in practice they too blur the distinction between 

work and non-work by providing many opportunities for socialising 

1992) outside the work environment (Alvesson 1991,1992; Kunda, - 

9 Here I take a very different position from Blacker & McDonald. They see this Cell as 
involving generic sensemaking - referring to the "processes through which individuals 
enact scripts, express roles and follow rules" (2000: 830). They give primacy to processes of 
socialization and routinization in which individuals adapt to the organizationally defined 
situation. By contrast, in my analysis, I argue that the primary process here acknowledges 
the individual as an individual and seeks to build effective relationships between people as 
much as roles. 
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Starbuck, 1992,1994). Organizations such as Virgin, EasyJet and ARM'0 

all place great store by such social gatherings - particularly but not 

exclusively as forms of induction. They provide the opportunity for 

informal conversations between people from all parts of the organization 

and may, on occasion, even be family events. Like Skandia, ARM" has 

built its strategy around alliances and therefore places great store on the 

ability to build and sustain relationships within and without the firm. 

"Almost everyone in ARM has a personal relationship with a customer, we 

know them as individuals" (Robin Saxby, Chief Executive). Conversations 

for bonding are seen as fundamental to the building of these social 

relationships. Gratton and Ghoshal (2001) describe the significance of what 

they call 'emotional' conversations between the key players in the run up to 

a merger between Ogilvy0ne and NoHo Digital. Their description is 

consistent with Nonaka and Konno's analysis of "originating ba" as "the 

world where individuals share feeling, emotions, experiences and mental 

models" (1998A6), 

Conversations for bonding, as for heedful interrelating, need time and space. 
Whereas research suggests that the latter develop in the work place, or 

adjacent social spaces, conversations for bonding generally take place off- 

site, in social spaces such as bars, restaurants, and weekend retreats. These 

generally have the attributes of the "Third Place". These include the 

requirement that it is neutral ground, rank is forgotten, conversation is the 

central source of entertainment and that it fosters playful interpersonal 

exchanges (Pascale et. al., 2000). 

'0 Source - interviews and meetings by the author with senior managers from each 
company, 
" ARM is a UK based, intellectual property provider that licences high performance, low 
cost. powcr-efficient microprocessors and system chips to digital electronics companies for 
use in an extensive range of applications, from mobile phones and digital TVs to imaging 
equipment. The company's stated goal is to establish ARM as the architecture for the 
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CONVERSATION As DIALOGUE 

Earlier in this Chapter, I noted that dialogue is the type of conversation that 

has been studied most extensively by scholars. I suggest here that it is the 

form of responsive talk that is particularly appropriate for contexts located 

in Cell 3 of my framework - i. e. for those settings in which the parties 

engaged in conversation have relatively established or understood 

relationships but in which their knowledge is either contested or uncertain. 

As described here, this context captures two types of decision settings 

described by Thompson and Tuden (1959). First, are those choices for 

which decision makers agree about their priorities but are uncertain about 

the likely outcome of any course of action. That is they regard the world as 

relatively unanalyzable (Daft & Weick, 1984). Thompson and Tuden 

propose that a decision making by majority judgement, through a process 

resembling triangulation is the most appropriate approach for these 

decisions. Second, by contrast, are those choices where there may be 

agreement on the consequences of particular action but where the parties 

involved differ in their preferences and objectives. Thompson and Tuden 

suggest that decisions here are likely to be made by compromise or 

bargaining. Although seeking a solution, this process is essentially 

adversarial. Using the term debate to describe this process, Zohar suggests 

that debate is about power, about knowing, about winning or losing and 

essentially about defending a position to prove a point. She, along with 

other scholars (Dixon, 1998, Isaacs, 1993) suggest that debate contrasts 

strongly with dialogue and that dialogue, like the judgement processes 

Thompson and Tuden identify, offers the opportunity to explore new 

possibilities and to create new knowledge. From a learning perspective, 

digital world through close and continuous collaboration with the global network of ARM 
Partners. 
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therefore, it is conversation as dialogue rather than conversation as debate 

that is more important for firm dynamics. 

Zohar observes that the word dialogue is fan-uliar to most of us. "Perhaps 

too fan-dliar, because it is used in so many ways to mean so many different 

things. Most people think they engage in dialogue whenever they engage in 

conversation, or at least whenever they have a good discussion or good 

debate" (1997: 136). But for Zohar, as for other researchers (Dixon, 1998, 

Isaacs, 1993, Putnam et al., 1996), dialogue is a distinct, and distinctive, 

form of responsive talk. 12 

Scholars that view dialogue as a systematic practice frequently trace its 

origins to the Socratic method. For Socrates, dialogue was a form of 

ongoing conversation in which he taught his students through a seemingly 

endless series of questions. Each question was intended to undercut some 

assumption or prejudice or false belief in the student's last answer. This 

process of questioning has become the basis for the discipline of dialogue as 

it seen today. ' 3 

Dialogue has been defined as "a sustained collective inquiry into the 

processes, assumptions and certainties that compose every day experience" 

(Isaacs: 1993.25). For Isaacs, it is a discipline of collective thinking and 

inquiry and a process for transforming the quality of conversation and, 

12 Zohar notes that the word is Greek, con-Ling from dia and logos, usually translated as 
meaning "through words" or "through talking". Interestingly, Zohar also notes that 

although logos has traditionally been translated as meaning word, there is an earlier and 
more original meaning - that translates as relationship. Thus dialogue means "through 

relationship" as well as "through words". 

13 Other. more recent influences include the philosopher Martin Buber and physicist David 
Bolim. See Isaacs (1993) and Dixon (1998) for a discussion of different writers on 
dialogue. 
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especially, the thinking that lies beneath it. It is important for organizational 

learning because it holds the promise of collective thinking. 

Dialogue strives for a balance between individual autonomy and 

organizational constraint through incorporating diverse voices. 

"Participants who engage in dialogue suspend defensive exchange, share 

and learn from experiences, foster deeper inquiry and resist synthesis or 

compromise" (Putnam et. al., 1996: 393). This is achieved through careful 

orchestration of a series of conversations in a special "super cooled" 

environment in which a different kind of relationship can come into play 

(Issacs, 1993). This typically involves process facilitation, agreement on the 

fundamental principles of exchange - such as respect, openness, listening - 

and ongoing display of ideas (Gerard & Teurfs, 1997) 

Interestingly, Isaacs states that "dialogue's purpose is to create a setting 

where conscious collective mindfulness can be maintained" (1993: 31). 

However, the context within which dialogue achieves this is very different 

from the context for mindful interrelating described for Cell 1. In dialogue, 

conversation takes place away from the work place and talk is separated 

from the concurrent doing of work. It is an extended process of reflective 

inquiry which seeks to create new understandings that can energise future 

behaviour (Putnam et. al., 1996). In this respect, it is a form of "Interacting 

ba" (Nonaka and Konno, 1998). 

CONVERSATION AS INSPIRATION. 

Cell 4 represents the most challenging context for productive conversation. 

It is an unstable situation in which relationships are unformed and the 

knowledge base is poorly understood or unanalyzable (Daft & Weick, 

1984). Thus the challenge is to build both relationship and a shared 
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understanding at the same time. The potential danger is that no connection 

is made - social or intellectual - that no action is taken and that anomie 

prevails (Hardy et. al., 1998, Thompson & Tuden, 1959). The 

conversations that take place in the very early stages of major projects, such 

as space travel to the moon, the Channel tunnel, are often located in this 

Cell. One or two individuals may have an idea, see a possibility but face the 

challenge of identifying and enthusing others to take on the idea and explore 

its viability. 14 

Thompson and Tuden (1959) suggest that what is required in this situation 
is for some inspiring vision to emerge on which people can agree. They 

identify the important role that charismatic leaders play in such situations. 
The word inspiration derives from the Latin words spirare and in - meaning 

to breath into. The Oxford dictionary variously explains this as "to infuse 

into the mind with an encouraging or exalting influence", "to instruct or 

guide", "to instruct or effect with a particular emotion". lt therefore implies 

the making of connections - both intellectual and emotional. 

Inspiration is a relatively under-researched topic and what studies there are 

seem to focus either on the importance of corporate culture as providing 

continuity of values in a complex world or on the role of inspirational 

leaders (Gardner, 1995). While work on leadership identifies the importance 

of the discursive abilities of leaders - their qualities in story telling and 

connecting to their audience, it does not fully capture the reflexive 
dialectical qualities of conversation. I suggest we may get closer to an 

understanding of conversation as inspiration by considering the literature on 

improvisation. Earlier in this Chapter, I noted that all conversation has an 
improvisational character, but I believe this attribute is particularly relevant 

in the context of Cell 4. 

" Source. conversations with members of the U. K. Major Projects Association. 
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Daft and Weick suggest that when managers deem an environment to be 

unanalyzable, they seek information by means of strategies that are "more 

personal, less linear, more ad hoc and improvisational" (1984: 287). 

Interestingly, in his paper on organizational redesign as improvisation, 

Weick (1993) links his analysis to Thompson and Tuden (1959). He notes 

that "inspirational design requires attention to persuasion, passion and 

conversion, and thus is more like a social movement than is the more 

incremental, more deliberate, more dispassionate, more cumulative design 

involved in rebuilding solid agreements about the nature of causation in a 

complex world" (1993: 362). Conversation as inspiration is therefore likely 

to be very different from conversation as dialogue. While both identify the 

importance of interpretation, designs for interpretation in an improvisational 

perspective "assume that people are confused, rather than ignorant, and that 

confusion is reduced by interaction, opportunities for consensual validation, 

self-organi sing, collective memory, conversation, and narratives - in short, 
by rich communication media ... all we need is something that animates 

people so they begin to generate actions (Weick, 1993: 364). Crossan and 
Sorrenti similarly argue that improvisation, which they define as "intuition 

guiding action in a spontaneous way" provides a perspective for 

understanding and managing spontaneity (1997.156). 

If improvisation provides a useful perspective on conversation as 

inspiration, it has been advanced further by recent work on jazz as 

improvisation (Hatch, 1999, Weick, 1998). 1 suggest that the jazz metaphor 

is suggestive of the qualities of conversation as inspiration for three 

particular reasons. First, it is a music genre that is interpretively open and 

often ambiguous; "the empty places of the structure of a tune produce 

ambiguity. This openness (or lack of closure) in structure permits any of the 

musicians to take the tune in a variety of directions, which, if played well, 

contribute innovation to the history of jazz and create momentary pleasure 
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for both audience and performers" (Hatch, 1999: 85). The jazz metaphor 

thus encourages us to regard these empty places as opportunities to 

improvise and to perform creatively. Second, the jazz metaphor highlights 

the importance of emotionality, known to be an important element in 

inspiration. "The jazz metaphor suggests that whenever we interact, 

communication rests as heavily upon emotional and physical feelings as it 
does on the intellectual content of the message involved" (Hatch, 1999: 89). 

Third, the experience of layering, meaning everyone playing together and 
bringing together all that has just happened, can be powerful and energising. 
As Hatch explains "ideas and skills come together in an intense moment of 

interactivity which has the potential to inform and inspire each participant in 

a different, albeit synchronized way" (1999: 93). As in jazz, this is the 

fundamental purpose of conversation as inspiration. 

DiscussiON AND IMPLICATIONS 

"The power of conversation, dialogue, and respectful interaction to reshape 

ongoing change has often been overlooked" (Weick, 2000: 236). That 

situation may now be changing as several scholars have recently drawn 

attention to the importance of conversation in change. Pascale et. al. (2000) 

argue that "uncompromi sing straight. talk" is essential both to spur 
disequilibrium and to cope with a world near chaos. Weick (2000) similarly 

stresses how important it is for people to "converse candidly" for successful 

sensemaking that is so important in emergent change. Shotter (1993) and 
Hamel (2000) have called for new and different voices to be heard in these 

conversations. And Ford and Ford have shown how "(T)he 

macrocomplexity of organizations is generated, and changes emerge, 

through the diversity and interconnectedness of many microconversations" 
(1995ý560). The analysis reported here builds on this relatively new stream 

of work. 

208 



4= 

I have argued that while both researchers and practitioners may be paying 

increasing attention to the role and significance of conversation, we still 

lack good theory to help identify different types of conversations and their 

role in change. In this essay, I have proposed a definition of conversation 

that highlights its importance for knowledge, learning and social 

relationships and that provides a basis for a typology of conversations. The 

framework I have developed identifies four different contexts for 

conversation based on their configuration of knowledge and relationship 

attributes. I argue that four different types of productive conversation can be 

identified and deductively associated with these four different settings. Each 

represents a different balance of knowledge and relationship issues and each 

is assisted by somewhat different physical and social environments. 

Heedful interrelating takes place primarily wHe engaged in work, though it 

may be supported by social space for coffee and off-line exchanges in 

nearby social spaces. By contrast, bonding conversations appear to be most 

effective in social environments well away from the work place. Dialogue 

appears to be encouraged by clear separation from the normal work 

environment but in a social space that is more structured than the Third 

Place. As yet, we have relatively little insight into effective environments 

for inspirational conversations. 

This analysis contributes to theory by providing a way of considering the 

different characteristics of conversation appropriate for different change 

contexts. It represents a refinement in existing understanding and a basis for 

further research. We still have much to discover in this domain. For 

practice the typology provides greater clarity both about the range of 

conversations that take place and also the variety of environments that 

support them. It provides thereby a more informed basis for shaping 

meaningful and purposive discourse. More generally, in the context of this 

thesis, the analysis of conversation provides a way of examining the 
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microprocesses that produce the macro level patterns described In previous 

chapters. It provides an account at the level of practice of my central 

propositioný that the dynamic capability of firms derives from (a) the ways 

in which they foster productive social connections and relationships, and (b) 

the dialectics between these relationships and knowledge and learning 

processes. 

210 



REFERENCES 

Abrahamson, E., & Fairchild, G. 1999. Management fashion: Lifecycles, 
triggers, and collective learning processes. Administrative Science 
Quarterly, 44 (4). 708-40. 

Adler, P. S., & Kwon, S. W. 2002. Social capital: Prospects for a new 
concept. Academy of Management Review, 27 (1): 17-40. 

Alvesson, M. 1991. Corporate culture and corporatism at the company level: 
A case study. Economic and Industrial Democracy, 12: 3 47-3 67. 

Alvesson, M. 1992. Leadership as a social integrative action: A study of a 
computer consultancy company. Organization Studies, 13(2): 185- 
209. 

Alvesson, M., & Karreman, D. 2000. Varieties of discourse: On the study of 
organizations through discourse analysis. Human Relations, 53 (9): 
1125-1149. 

Anderson, J. R. 1981. Cognitive skills and their acquisition. Hllsdale, NJ: 
Lawrence Erlbaum Associates. 

Anderson, P. 1999. Complexity theory and organizational science. 
Organization Science, 10 (3). 216-232. 

Argyris, C., & Schon, D. 1978. Organizational learning: A theory of 
action perspective. Reading, MA: Addison Wesley Publishing Co. Inc. 

Arrow, K. 1974. The limits of organization. New York: Norton. 
Ashforth, B. E., & Mae], F. A. 1995. Organizational identity and strategy 

as a contextfor the individual. Paper presented at the Conference on 
the Embeddedness of Strategy, University of Michigan, Ann Arbor. 

Axelrod, R. 1984. The evolution of co-operation. New York: Basic Books, 
Inc. 

Axelrod, R., & Cohen, M. D. 1999. Harnessing complexity: 
Organizational implications of a scientific frontier. New York. - The 
Free Press. 

Baker, W. 1990. Market networks and corporate behaviour. American 
Journal of Sociology, 96(3)-. 589-625. 

Barley, S. R., & Tolbert, P. S, 1997. Institutionalization and structuration: 
Studying the links between action and institution. Organization 
Studies, 18 (1): 93-117. 

Barnard, C. 1.193 8. The functions of the executive. Cambridge, MA: 
Harvard University Press, 

Barney, J. 1991. Firm resources and sustained competitive advantage. 
Journal of Management, 17(l): 99-120. 

211 



Bartlett, C. A. 1998. Skandia AFS: Developing intellectual capital 
globally. Teaching Note: 5-398-111. Boston, MA: Harvard Business 
School. 

Bartlett, C. A., & Malimood, T. 1997. Skandia AFS: Teaching Case N9- 
396-412. Boston, MA: Harvard Business School. 

Bateson, G. 1972. Steps to an ecology of mind. New York: Ballantine 
Books. 

Beer, M. & Nohria, N. 2000. Resolving the tension between theories E and 
0 of change. In M. Beer & N. Nohria (Eds. ), Breaking the code of 
change: 1-36. Boston, MA: Harvard Business School Press. 

Berger, P. L., & Luckmann, T. 1966. The social construction of reality. 
Allen Lane, London: Penguin Press. 

Blackler, F. 1993. Knowledge and the theory of organizations: 
Orgamzations as activity systems and the reframýing of management. 
Journal of Management Studies, 30 (6): 863-884. 

Blackler, F. 1995. Knowledge, knowledge work and organizations: an 
overview and interpretation. Organization Studies, 16 (6): 1021-1046. 

Blackler, F. & McDonald, S. 2000. Power, mastery and organizational 
learning. Journal of Management Studies, 37 (6): 832-85 1. 

Boden, D. 1994. The business of talk. Cambridge: Polity Press. 
Bogdan, R., & Biklen, S. K. 1992. Qualitative researchfor education: An 

introduction to theory and methods. (2 "d ed. ). Boston: Allyn & Bacon. 
Bogner, W. C., Thomas, H., & McGee, J. 2000. Competence and 

competitive advantage: Towards a dynamic model. British Journal of 
Management, 10: 275-290. 

Boisot, M. 1995. Information space: A framework for learning in 
organizations, institutions and culture. London: Routledge. 

Boissevain, J. 1974, Friends offriends. Oxford: Basil Blackwell. 
Boje, D. M. 1991. The story telling organization: A study of performance in 

an office supply firm. Administrative Science Quarterly, 36: 106-126. 
Boje, D. M. 1995 Stories of the storytelling organization: A postmodern 

analysis of Disney as Tamara-Land. Academy of Management 
Journal, (38) 4: 997-1035. 

Boland, R. J., & Tenkasi, R. V. 1995. Perspective making and perspective 
taking in communities of knowing. Organization Science, 6(4): 350- 
372. 

Bourdieu, P. 1977. Outline qf a theory ofpractice. Cambridge: Cambridge 
University Press. 

Bourdieu, P. 1986. The forms of capital. In J. G. Richardson (Ed. ), 
Handbook of theory and research for the sociology of education: 
241-258. New York: Greenwood. 

Bourdieu, P. 1993. Sociology in question. London: Sage Publications. 
Bower, J. L. 1970. Managing the resource allocation process: A study of 

corporate planning and investment. Boston, MA: Division of 

212 



Research, Graduate School of Business Adrr6nistration- Harvard 
University. 

Broekstra, G. 1998. An organization is a conversation. In D, Grant, T. 
Keenoy & C. Oswick (Eds. ), Discourse and Organization: 152-176. 
London: Sage Publications. 

Brown, J. S., & Duguid, P. 1991. Organizational learning and communities- 
of-practice- Toward a unified view of working, learning and 
innovation. Organization Science, 2 (1): 40-57, 

Brown, J. S. & Duguid, P. 2000. The social life of information. Boston, 
MA. Harvard Business School Press. 

Brown, J. S., & Duguid, P. 2001. Knowledge and organization: A social 
practice perspective. Organization Science, 12 (2). 198-213. 

Brown, S. L., & Eisenhardt, K. M. 1998. Competing on the edge: Strategy 
as structured chaos. Boston, MA. - Harvard Business School Press. 

Bruch, H., & Ghoshal, S. 2001. Lufthansa 2000: Maintaining the change 
momentum. London: London Business School Case Study: CS01- 001. 

Bruner, J. S. 1990. Acts o meaning. Cambridge, MA: Harvard University !f 
Press. 

Burgelman, R. A. 1994. Fading memories: A process theory of strategic 
business exit in dynamic environments. Administrative Science 
Quarterly, 39: 24-56. 

Burns, T., & Stalker, G. M. 1961, The management of innovation. London: 
Tavistock Publications Ltd. 

Burrell, G., & Morgan, G. 1979. Sociological paradigms and 
organisational analysis. London: Hememann. 

Burt, R. S. 1992. Structural holes: The social structure of competition. 
Cambridge, MA: Harvard University Press. 

Burt, R. S. 2000. The network structure of social capital. Research in 
Organizational Behaviour, 22: 345-423. 

Calds, M. B., & Smircich, L. 1999. Past postmodernism? Reflections and 
tentative directions. Academy of Management Review, 24 (4): 649-67 1. 

Campbell, D. T. 1969. Ethnocentricism of disciplines and the fish-scale 
model of omniscience in M. Sherif & C. Sherif (Eds. ), Interdisciplinary 
relationships in the social sciences. Chicago: Aldine. 

Cappella, J., & Street, R. 1985. Introduction: A functional approach to the 
structure of communicative behaviour. In R. Street & J. Cappella 
(Eds. ), Sequence and pattern in communicative behaviour: 1-29. 
London: Edward Arnold. 

Cheal, D. 1988. The gift economy. London: Routledge. 
Child, J. 1972. Organizational structure, environment and performance- The 

role of strategic choice. Sociology, 6: 2-22. 
Child, J., & Rodrigues, S. 1996. The role of social identity in the 

international transfer of knowledge through joint ventures. In S. R. 

213 



Clegg & G. Palmer (Eds. ), The politics of management knowledge: 45- 
68. London: Sage Publications. 

Cicourel, A. V. 1973. Cognitive sociology. Harmondsworth, Middlesexý 
Penguin Books. 

Clark, B. R. 1972. The organizational saga in higher education. 
Administrative Science Quarterly, 17: 178-184. 

Clegg, S. R., & Hardy, C. 1996, Conclusion: Representations. In S. R. 
Clegg, C. Hardy & W. R. Nord (Eds. ), Handbook of organization 
studies. 676 - 708. London: Sage Publications Ltd. 

Cohen, W. M., & Levinthal, D. A. 1990. Absorptive capacity: A new 
perspective on learning and innovation. Administrative Science 
Quarterly, 35: 28-152. 

Coleman, J. S. 1988. Social capital in the creation of human capital. 
American Journal of Sociology, 94: S95-S120. 

Coleman, J. S. 1990. Foundations of social theory. Cambridge, MA: The 
Belknap Press of Harvard University Press. 

Coleman, J. S. 1993. Properties of rational organizations. In S. M, 
Lindenberg & ýf. Schreuder (Eds. ), Interdisciplinary perspectives on 
organization studies: 75-90. Oxford: Pergamon Press. 

Collins, R. 1981, On the microfoundations of macrosiology. American 
Journal of Sociology, 86 (6): 984-1014. 

Conner, K. R., & Prahalad, C. K. 1996. A resource-based theory of the firm: 
Knowledge versus opporturnsm. Organization Science, 7(5): 477-501. 

Cook, S. D. N., & Brown, J. S. 1999. Bridging epistemologies: The 

generative dance between organizational knowledge and organizational 
knowing. Organization Science, 10 (4): 3 82-400. 

Cook, S. D. N., & Yanow, D. 1993. Culture and organizational learning. 
Journal of Management Inquiry, 2(4): 3 73 -3 90. 

Coriat, B., & Dosi, G. 1999. Learning to govern and learning how to solve 
problems: On the co-evolution of competences, conflicts and 
organizational routines. In A. D. Chandler, P. Hagstr6m, & 6. S61vell 
(Eds. ), The dynamiefirm: 103-133. Oxford: Oxford University Press. 

Crane, D. 1972. Invisible colleges: Diffusion of knowledge in scientific 
communities. Chicago: University of Chicago Press. 

Crossan, M. M., Lane, H. W., & White, R. E. 1999. An organizational 
learning framework: From intuition to institution. Academy of 
Management Review, 24 (3): 522-3 7. 

Crossan, M., & Sorrenti, K. 1997. Making sense of improvisation. In 
Advances in Strategic Management (14): 155- 180. Greenwich, CT: 
JAI Press Inc. 

Cunliffe, A. L. 2001. Managers as practical authors- Reconstructing our 
understanding of management practice. Journal of Management 
Studies, 38 (3)- 351-371. 

214 



Czarniawska-Joerges, B., & Joerges, B. 1995. Winds of organizational 
change. In S. Bacharach, P. Gagliardi & B. Mundell (Eds. ), Studies of 
organization in the European tradition. Greenwich, CT i JAI Press. 

D'Aveni, R. A. 1994. Hyper-competition. New York: The Free Press. 
D'Aveni, R. A., & Kesner, 1.1993. Top managerial prestige, power and 

tender offer response: A study of elite social networks and target firm 
cooperation during takeovers. Organization Science, Ii 123 -11. 

Daft, R. L., & Weick, K. E. 1984. Toward a model of organizations as 
interpretation systems. Academy of Management Review, 9 (2). - 284- 
295. 

Davenport, T. H., De Long, D. W., & Beers, M. C. 1998. Successful 
knowledge management practice. Sloan Management Review, Springý 
43-57. 

Djerickx, I., & Cool, K. 1989. Asset stock accumulation and sustainability 
of competitive advantage. Management Science, 3 5(12): 1504-1511. 

Dierkes, M., Berthoin Antal. A., Child, J., & Nonaka, 1.2001. (Eds. ) 
Handbook of organizational learning and knowledge. Oxford: Oxford 
University Press, 

Dixon, N. M. 1998. Dialogue at work. London: Lemos and Crane. 
Donaldson, L. 2001. The contingency theory of organizations. Thousand 

Oaks, CA: Sage Publications Inc. 
Dosi, G., Nelson, R. R., & Winter, S. G. 2000. Introduction: The nature and 

dynamics of organizational capabilities. In G. Dosi, R. R. Nelson, & S. 
G. Winter (Eds. ), The nature and dynamics of organizational 
capabilities: 1-22. Oxford: Oxford University Press. 

Dougherty, D. 1996. Interpretive barriers to successful product innovation 
in large firms. In J. R. Meind], C. Stubbart, & J. F. Porac (Eds. ), 
Cognition within and between organizations. Thousand Oaks, CA: 
Sage Publications Inc. 

Drazin, R., & Sandelands, L. 1992. Autogenesis: a perspective on the 
process of organizing. Organization Science, 3 (2): 230-249. 

Durkheim, E. 1952. Suicide: A study in sociology. New York-. Free Press. 
First published in 1897. 

Earl, M. J. 1994a. Skandia International. In C. Ciborra & T. Jelassi (Eds. ), 
Strategic information systems: A European perspective: 161-184. 
London: John Wiley & Sons. 

Earl, M. J. 1994b. Knowledge as strategy: reflections on Skandia 
International and Shorko Films. In C. Ciborra & T. Jelassi (Eds. ), 
Strategic information systems: A European perspective: 53-69. 
London. John Wiley & Sons. 

Earl, M. J. 2001. Knowledge management strategies- Towards a taxonomy. 

. 1ournal of Management Information Systems, 18 (1). 215 -23 3. 
Earl, M. J., & Nahapiet., J. 1999a. Skandia. Teaching Case, CS99-015-00. 

London. London Business School 

215 



Earl, M. J., & Nahapiet, J. 1999b. Skandia Teaching Note TN99-015-00. 
London: London Business School. 

Eccles, R. G., & Nohria, N. 1992. Beyond the hype: Rediscovering the 
essence of management Boston, MA: Harvard Business School Press. 

Economist, The. 1998. A viking with a compass. 6 June: 96. 
Economist, The. 2003. Special report on insurance. 8 March: 77-79. 
Edvinsson, L., & Malone, M. S. 1997. Intellectual capital. Londow Judy 

Piatkus (Publishers) Limited. 
Egan, G. 1977. You and me: The skills of communicating and relating to 

others. Belmont, CA: Wadsworth Publishing Company. 
Eisenhardt, K. M. 2000. Paradox, spirals, ambivalence: The new language 

of change and pluralism. Academy of Management Review, 25 (4): 
703-705. 

Eisenhardt, K. M,, & Martin, J. A. 2000. Dynamic capabilities: What are 
they? Strategic Management Journal, 21: 1105 -112 1. 

Eisenhardt, K. M., & Santos, F. M. 2002. Knowledge-based view: A new 
theory of strategy? In A. Pettigrew, H. Thomas & R. Whittington 
(Eds. ), Handbook of strategy and management: 139-164. London: 
Sage Publications Ltd. 

Eisenhardt, K. M., & Sull, D. N. 2001. Strategy as simple rules. Harvard 
Business Review, January: 107-116. 

Eliot, T. S. 1968 Edition. Four quartets. London: The Folio Society. 
Essex, E. M., & Mainemelis, C. 2002. Learning from an artist about 

organizations: The poetry and prose of David Whyte at work. Journal 
ofManagement Inquiry, 11 (2): 148-159. 

Etzioni, A. 1996. The responsive community: A communitarian 
perspective. American Sociological Review, 6 1: 1 -11. 

Fairtlough, G. 1994. Creative compartments: A design for future 
organization. London: Adamantine Press. 

Feldman, M. S. 2000. Organizational routines as a source of continuous 
change. Organization Science, 11 (6): 611-629. 

Feldman, M. S., & Rafaeli, A. 2002. Organizational routines as sources of 
connections and understandings. Journal of Management Studies, 39 
(3)-. 309-331. 

Fineman, S. 1996. Emotion and organizing. In S. R. Clegg, C. Hardy, & W, 
R. Nord (Eds. ), Handbook of Organizational Studies- 543-564, 
London: Sage Publications Ltd. 

Fisher, W. 1987. Human conversation as narration: Toward a philosophy 
of reason, value and action. Columbia: University of South Carolina 
Press. 

Follett, M. P. 1937 The process of control. In L. Gulick & L. Urwick (Eds. ) 
Papers on the science of administration. New York- Columbia 
UrUversity. Reprinted in P. Graham (Ed. 1995), Mary Parker Follett: 

216 



Prophet of management: 213-226. Boston, MA: Harvard Business 
School Press. 

Follett, M, P. 1949. Coordination. In L. Urwick (Ed. ), Freedom and co- 
ordination: Lectures in business organization: 61-76. London: 
Management Publications Trust. Reprinted in P. Graham (Ed. 1995), 
Mary Parker Follett: Prophet of management: 183-199. Boston, 
MA: Harvard Business School Press. 

Ford, J. D., & Backhoff, R. W. 1988. Organizational change in and out of 
dualities and paradox. In R. E. Quinn & K. S. Cameron (Eds. ), 
Paradox and transformation: Toward a theory of change in 

organization and management: 81-12 1. Cambridge, MA: Ballinger. 
Ford, J. D., & Ford, L. W. 1995. The role of conversations in producing 

intentional change in organizations. Academy of Management Review, 
20 (3): 541-570. 

Fulcuyama, F. 1995. Trust: Social virtues and the creation of prosperity. 
London: Hamish Hamilton. 

Gabarro, J. J. 1978. The development of trust, influence and expectations. In 
A. G. Athos & J. J. Gabarro (Eds. ), Interpersonal behaviour: 295-298. 
Englewood Cliffs, NJ: Prentice Hall. 

Gabarro, J. J. 1987. The development of working relationships. In JW. 
Lorsch (Ed. ), Handbook of organizational behaviour. Englewood 
Cliffs, NJ: Prentice-Hall. 

Gagliardi P. 1996. Exploring the aesthetic side of organizational life. In S. 
Clegg, C. Hardy & W. R. Nord (Eds. ), Handbook of organization 
studies: 565-580. London: Sage Publications Ltd. 

Gagliardi P. Ed. 1990. Symbols and artifacts: Views of the corporate 
landscape. Berlin: Walter de Gruyter. 

Galbraith, J. 1973. Designing complex organizations. Reading, MA: 
Addison Wesley Publishing Company. 

Gambetta, D. (Ed. ) 1988. Trust: Making and breaking cooperative 
relations. Oxford: Basil Blackwell. 

Gardner, H. 1995. Leading minds: The anatomy of leadership. London: 
Harper Collins Publishers. 

Gerard, G., & Teurfs, L. 1997. Dialogue and transformation. Executive 
Excellence, 14(8): 16. 

Ghoshal, S., & Bartlett C. A. 1998. The individualized corporation. Boston, 
MA: Harvard Business School Press. 

Gboshal, S., & Bartlett, C. A. 2000. Rebuilding behavioural context- A 
blueprint for corporate renewal. In M. Beer & N. Nohria (Eds. ), 
Breaking the code of change: 195-222. Boston, MA: Harvard 
Business School Press, 

Ghoshal, S., & Moran, P. 1996. Bad for practice: A critique of transaction 
cost theory. Academy of Management Review, 21 (1): 13-47. 

217 



Ghoshal, S., Moran, P., & Bartlett, C. A. 2001. Employment security, 
employability and sustainable competitive advantage. In J. Gual & J. E. 
Ricart (Eds. ). Strategy, organization and the changing nature of work. 
Cheltenham, U. K.: Edward Elgar. 

Giddens, A. 1984. The constitution of society: Outline of a theory of 
structuration. Cambridge: Polity Press. 

Giddens, A. 1990. The consequences of modernity. Cambridge: Polity 
Press. 

Giddens, A., & Turner, J. (Eds. ) 1987. Social theory today. Cambridge: 
Polity Press. 

Gilbert, G. N., & Mulkay, M. 1984. Opening Pandora's hox: A 

sociological analysis of scientists' discourse. Cambridgeý Cambridge 
University Press 

Gowler, D., & Legge, K. 1982. The integration of disciplinary perspectives 
and levels of analysis in problem-oriented research. In N. Nicholson & 
T. Wall (Eds. ), The theory and practice of organizational psychology: 
69-101. London: AcademicPress. 

Gowler, D., & Legge, K. 1983. The meaning of management and the 
management of meaning. In M. J. Earl (Ed. ), Perspectives on 
management: 197-23 3, Oxford: Oxford University Press. 

Gowler, D., & Legge, K. 1986. Images of employees in company reports: 
Do company chairmen view their most valuable assets as valuable? 
Personnel Review, 15 (5): 9-18. 

Granovetter, M. S. 1973. The strength of weak ties. American Journal of 
Sociology, 78(6)- 1360-1380. 

Granovetter, M. S. 1985. Econon-flc action and social structure: The 

problem of embeddedness. American Journal of Sociology, 91(3): 
481-510. 

Granovetter, M. S. 1992. Problems of explanation in economic sociology, In 
N. Nohria & R. Eccles (Eds. ), Networks and organizations: Structure, 
form and action- 25-56. Boston, MA: Harvard Business School Press. 

Grant, D., Keenoy, T& Oswick, C. 1998a. Introduction: Organizational 
discourse: Of diversity, dichotomy and multi-disciplinarity. In D. Grant, 
T. Keenoy & C. Oswick (Eds. ), Discourse and Organization: 1-13. 
London: Sage Publications. 

Grant, D., Keenoy, T,, & Oswick, C. (Eds. ) 1998b. Discourse and 
organization. London: Sage Publications. 

Grant, R. M. 1996. Prospering in dynamically-competitive environments: 
Organizational capability as knowledge integration. Strategic 
Management Journal, 7 (4): 3 75-3 87. 

Grant, R. M. 1996. Knowledge, strategy and the theory of the firm. 
Strategic Management Journal, 17.109-122. 

Gratton, L. 2000. Living strategy: Putting people at the heart of corporate 
purpose. London- Pearson Education Limited. 

218 



Gratton, L., & Ghoshal, S. 2001. Improving the quality of conversations. 
Working Paper. London Business School. 

Hagstrom, P. with Chandler, A. D. 1997. Perspectives on firm dynamics. In 
A. D. Chandler, P. Hagstrom & 0. Solvell (Eds. ), The dynamiefirm: 
The role o technology, strategy, organization and regions. Oxford: 
Oxford University Press. 

Hagstr6m, P., with Chandler, A. D. 1998. Perspectives on firm dynamics. In 
A. D. Chandler, P. Hagstr6m, & 0. S61vell (Eds. ), The dynamic firm-, 
The role of technology, strategy, organization and region: 1-12. 
Oxford: Oxford University Press. 

Hakansson, H., & Snehota, 1.1995. Developing relationships in business 

networks. London: Routledge. 
Hamel, G. 199 1. Competition for competence in inter-partner learning 

within international strategic alliances. Strategic Management Journal, 
12: 83-103, 

Hamel, G. 2000, Leading the revolution. Boston, MA: Harvard Business 
School Press. 

Hampden-Turner, C., & Trompenaars, F. 1993. The seven cultures of 
capitalism. London: Piatkus. 

Hansen, M. T. 1999. The search-transfer problem: The role of weak ties in 
sharing knowledge across organizations. Administrative Science 
Quarterly, 33: 82-111. 

Hansen, M. T., Nohria, N., & Tierney, T. 1999. What's your strategy for 

managing knowledge? Harvard Business Review, March-April: 106- 
116. 

Hardy, C., Lawrence, T. B., & Phillips, N. 1998. Talk and action: 
Conversations and narrative in interorganizational collaboration. In D. 
Grant, T. Keenoy & C. Oswick (Eds. ), Discourse and Organization: 
65-83. London: Sage Publications. 

Harre, R. 1980- Man as rhetorician. In A. J. Chapman & D. M. Jones (Eds. ), 
Models of man: 201-213. Leicester: The British Psychological Society 

Harvey, D. 1989. The condition ofpostmodernity. Oxford: Basil Blackwell, 
Ltd. 

Hatch, M. J. 1999. Exploring the empty spaces of organizing: How 

improvisational jazz helps redescribe organizational structure. 
Organization Studies, 20 (1): 75 - 100. 

Hedberg, B. 1981. How organizations learn and unlearn. In P. C. Nystrom 
& W. H. Starbuck (Eds. ), Handbook of organizational design. Vol. 1: 
3 -27. Oxford: Oxford University Press. 

Hedberg, B., Dahlgren, G., Hansson, J., & Olve, N. G. 1994. Virtual 

organizations and beyond. Chichester: John Wiley & Sons. 
Hedberg, B. L. T., Nystrom, P., C., & Starbuck, W. H. 1976. Camping on 

seesaws: Prescriptions fo ra self-designing orgarnzation. 
Administrative Science Quarterly, 21: 41-65, 

219 



Heifetz, R. A., & Laurie, D. L. 1997. The work of leadership. Harvard 
Business Review, January -February. - 124-134. 

Hochschild, A. 1983. The managed heart. Berkeley, CA: University of 
California Press. 

Huff, A S. 1983. A rhetorical examination of strategic change in L. Pondy, 
P. J. Frost, G. Morgan & T. C. Dandridge (Eds. ), Organizational 

symholism-. 167-183. Greenwich, CT: JAI Press. 
Huff, J. 0., Huff, A. S. & Thomas, H. 1992. Strategic renewal and the 

interaction of cumulative stress and inertia. Strategic Management 
Journal, 13: 55-76. 

Hurst, D. K. 1995,2000. Crisis and renewal: Meeting the challenge of 
organizational change. Boston, MA: Harvard Business School Press. 

Ibarra, H. 1992. Structural alignments, individual strategies, and managerial 
action: elements toward a network theory of getting things done. In N, 
Nohria & R. G. Eccles (Eds. ), Networks and organizations: Structure, 
form and action: 165-188. Boston, MA: Harvard Business School 
Press. 

Isaacs, W. N. 1993. Taking flight: Dialogue, collective thinking and 
organizational learning. Organizational Dynamics, 22 (2): 24-3 9. 

Jacobs, J. 1965. The death and life of great American cities. London: 
Penguin Books. 

James, W. 1950. The principles of psychology. Vols. I and 11. New York: 
Dover Publications. 

Janis, 1. L. 1982. Groupthink: Psychological studies of policy decisions 

andfiascos. Boston: Houghton Mifflin Co. 
Jeremy, D. J. 2002. Business history and strategy. In A. Pettigrew, H. 

Thomas & R. Whittington (Eds. ), Handhook of strategy and 
management: 436-460. London: Sage Publications Ltd. 

Jonsson, S. 2000. Innovation in the networked firm: the need to develop 

new types of interface competence. In J. Birkinshaw & P. Hagstrom 
(Eds. ), Theflexiblefirm: 106-125. Oxford: Oxford University Press. 

Kaplan, R., & Norton, D. P. 1992. The balanced scorecard: Measures that 
drive performance. Harvard Business Review, Jan-Feb: 71-79. 

Karnoe, P. 1997. Only in social action. American Behavioural Scientist, 
40 (4): 419-430. 

Knez, M., & Camerer, C. 1994. Creating expectational assets in the 
laboratory: Coordination in 'weakest link' games. Strategic 
Management Journal, 15: 101-119. 

Kogut, B., & Zander, U. 1992. Knowledge of the firm, combinative 
capabilities and the replication of technology. Organization Science, 3 
(3): 383-397. 

Kovut, B., & Zander, U. 1993. Knowledge of the firm and the evolutionary Zn 
theory of the multinational corporation. Journal of International 
Business Studies, 24(4): 625-645. 

220 



Kogut, B., & Zander, U. 1995. Knowledge, market failure and the 
multinational enterprise: A reply. Journal of International Business 
Studies, 26: 417-426. 

Kogut, B., & Zander, U. 1996. What do firms do? Coordination, identity 

and learning. Organization Science, 7(5): 502-518. 
Krackardt, D. 1992. The strength of strong ties. In N. Nohria & R. G. Eccles 

(Eds. ), Networks and organizations: Structure, form and action: 216- 
239. Boston, MA: Harvard Business School Press. 

Krackhardt, D. 1989. Graph theoretical dimensions of informal 

organization. Paper presented at the National Meetings of the Academy 

of Management, Washington DC. 
Kramer, R. M., Brewer, M. B., & Hanna, B. A. 1996. Collective trust and 

collective action: The decision to trust as a social decision. In R. M. 
Kramer & T. R. Tyler (Eds. ), Trust in organizations: Frontiers of 
theory and research: 357-389 Thousand Oaks, CA: Sage Publications. 

Kramer, R. M., & Goldman, L. 1995. Helping the group or helping 

yourself'? Social motives and group identity in resource dilemmas. In D. 
A. Schroeder (Ed. ), Social dilemmas. New York: Praeger. 

Kuhn, T. S. 1970. The structure of scientific revolutions. Chicago: 
University of Chicago Press. Second Edition. 

Kunda, G. 1992. Engineering culture: Control and commitment in a high- 
tech corporation. Philadelphia: Temple University Press. 

Larson, A. 1992. Network dyads in entrepreneurial settings: A study of the 
governance of exchange relations. Administrative Science Quarterly, 
37: 76-104. 

Latour, B. 1992. Where are the missing masses? Sociology of a few 

mundane artifacts. In W. Bijker & J. Laws (Eds. ) Shaping technology 

- building society: Studies in sociotechnical change: 225-258. 
Cambridge, MA: MIT Press, 

Latour, B. 1996. Aramis or the love of technology Cambridge, MA: 
Harvard University Press. 

Lave, J., & Wenger, E. 1991. Situated learning: Legitimate peripheral 
participation. Cambridge: Cambridge University Press. 

Lawler, E. J., & Yoon, J. 1996. Commitment in exchange relations: Test of 
a theory of relational cohesion. American Sociological Review, 61: 89- 
108. 

Lawrence, P. R., & Lorsch, J. W. 1967. Organization and environment: 
Managing differentiation and integration. Boston, MA: Division of 
Research, Graduate School of Business Administration, Harvard 
University. 

Lawrence, P. R., & Nohria, N. 2002. Driven: How human nature shapes 
our choices. San Francisco, CA. Jossey-Bass. 

Lawrence, T. B. 1999. Institutional strategy. Journal of Management, 25 
(2)- 161-188. 

221 



Leonard-Barton, D. 1995. Wellsprings of knowledge: Building and 
sustaining the sources of innovation. Boston, MA: Harvard Business 
School Press. 

Levinthal, D. A., & Warglien, M. 1999. Landscape design: designing for 
local action in complex worlds. Organization Science, 10 (3)ý 342-357. 

Lewicki, R. J., & Bunker, B. B. 1996. Developing and maintaining trust in 
work relationships. In R. M. Kramer & T. M. Tyler (Eds. ), Trust in 
organizations: 114-139. Thousand Oaks, CA: Sage Publications, Inc. 

Lewin, A. Y., & Volberda, H. W. 1999. Prolegomena on coevolution: A 
framework for research on strategy and new organizational forms. 
Organizational Science, 10 (5): 519-534. 

Lewis, M. W. 2000. Exploring paradox: Toward a more comprehensive 
guide. Academy of Management Review, 25 (4) 760-776. 

Lindenberg, S. 1996. Constitutionalism versus relationalism: Two views of 
rational choice sociology. In J. Clark (Ed. ), James S. Coleman: 229- 
311. London: The Falmer Press. 

Lippman, S. A. & Rumelt, R. P. 1982. Uncertain imitability: An analysis of 
interfirm differences in efficiency under competition. Bell Journal of 
Economics, 13: 418-438. 

Loasby, B. 1991. Equilibrium and evolution: An exploration of 
connecting principles in economics. Manchester: Manchester 
University Press. 

Lotland, J. 1971. Analyzing social settings: a guide to qualitative 
observation and analysis. Belmont, CA: Wadsworth. 

Loury, G. C. 1977. A dynamic theory of racial income differences. In P. A. 
Wallace & A. M. LaMonde (Eds. ), Women, minorities and 
employment discrimination. Lexington, MA: Lexington Books. 

Loury, G. C. 1987, Why should we care about group inequality? Social 
Philosophy & Policy, 5 (1): 249-27 1. 

Lovas, B., & Ghoshal, S. 2000. Strategy as guided evolution. Strategic 
Management Journal, 21 (9): 875-896. 

Luh-mann, N. 1979. Trust andpower. Chichester: Wiley. 
March, J. G. 1976. The technology of foolishness, in J. G. March & J. P. 

Olsen (Eds. ), Ambiguity and choice in organizations: 69-81. Bergen, 
Norway: Uruversitetsforlaget. 

March, J. G. 1991. Exploration and exploitation in organizational learmng. 
Organization Science, 2: 71-8 7. 

March, J. G., & Olsen, J. P. 1976. Ambiguity and choice in organizations. 
Bergen: Universitetsforlaget. 

March, J. G., & Simon, H. A. 1958. Organizations. New York: J Wiley and 
Sons. 

Markus, M. L., & Benjamin, R. 1.1996. Change agentry - The next IS 
frontier. MIS Quarterly, December: 385-407. 

Marshall, A. 1965. Principles of economics. London- Macmillan. 

222 



Masten, S. E., Meehan, J. W., & Snyder, E. A. 1991. The costs of 
organization. Journal of Law Economics and Organization, 7 (1). 1- 
25. 

Maturana, H., & Varela, F. 1980. Autopoiesis and cognition: The 
realization of the living. London: Reidl. 

Mauss, M. 1954. The gift. New York: Free Press. 
Merton, R. K. 1968. Social theory and social structure. New York- Free 

Press. First published in 1948. 
Meyer, J. W., & Rowan, B. 1977. Institutionalized organizations: Formal 

structure as myth and ceremony. American Journal of Sociology, 83: 
340-363, 

Miles, M. B., & Huberman, A. M. 1994. Qualitative data analysis. (2 nd ed. ). 
London- Sage Publications Ltd. 

Mintzberg, H. 1973. The nature of managerial work. New York: Harper 
and Row. 

Mintzberg, H. 1979. The structuring of organizations. Englewood Cliffs, 
NJ: Prentice Hall. 

Mishira, A. K. 1996. Organizational responses to crisis: The centrality of 
trust. In R. M. Kramer & T. M. Tyler (Eds. ), Trust in organizations: 
261-287. Thousand Oaks, CA- Sage Publications, Inc. 

Misztal, B. 1996. Trust in modern societies. Cambridge: Polity Press. 
Monteverde, K. 1995. Applying resource-based strategic analysis: Making 

the model more accessible to practitioners. Working Paper No. 95-1 
Department of Management and Information Systems, St. Joseph's 
University, Philadelphia. 

Moorman, C., & Miner, A. S. 1998a. Organizational improvisation and 
organizational memory. Academy of Management Review, 23 (4): 698- 
723. 

Moorman, C., & Miner, A. S. 1998b. The convergence of planning and 
execution: improvisation in new product development. Journal of 
Marketing, 62 (July): 1-20. 

Moran, P., & Ghoshal, S. 1996. Value creation by firms. In J. B. Keys & L. 
N. Dosier, (Eds. ), Academy of management best paper proceedings: 
41-45. Georgia Southern University. 

Moran, P., & Ghoshal, S. 1999. Markets, firms and the process of economic 
development. Academy qf Management Review, 24 (3): 390-412. 

Mulgan, G. 1997. Connexity: How to live in a connected world. London: 
Chatto & Windus. 

Mullins, N. 1973, Theories and theory groups in contemporary American 
sociology. New York: Harper and Row. 

Nahapiet, J. 1988. The rhetoric and reality of an accounting change: A 
study of resource allocation in the NI-IS. Accounting, Organizations 
andSociety, 13 (3)- 333-358. 

223 



Nahapiet, J. 1996. Managing relationships with global clients: Value 
creation through cross-border networks. Paper presented at the 16, h 
Annual Conference of the Strategic Management Society, Phoenix 
Arizona. 

Nahapiet, J. 1998. Strategies for the global service firm. Financial Times 
Supplement on Globalization: January. Also published in Mastering 
global business. Financial Times Mastering Series, 1999: 52-57. 
London: FT/Pitman Publishing. 

Nahapiet, J., & Ghoshal, S. 1998. Social capital, intellectual capital and the 
organizational advantage. Academy of Management Review, 23 (2): 
242-266. 

Nahapiet, J., & Stopford, J. 1999. Management and organizational learmng. 
In M. Dierkes, M. Alexis, A. Berthoin, B. Hedberg, P. Pawlowsky, J. 
Stopford, L. S. Tsui-Auch (Eds. ), The annotated bibliography of 
organizational learning- 13-52. Berlin: Edition Sigma. 

Nelson, R. R., & Winter, S. G. 1982. An evolutionary theory of economic 
change. Boston, MA: Belknap Press of Harvard University. 

Nisbet, R. A. 1969. Social change and history: Aspects of the western 
theory of development. London- Oxford University Press. 

Nohria, N. 1992. Information and search in the creation of new business 
ventures in N. Nohria & R. G. Eccles (Eds. ), Networks and 
organizations: Structure, form and action: 240-261. Boston, MA: 
Harvard Business School Press. 

Nohria, N., & Eccles, R. G. 1992. Face-to-face- making network 
organizations work. In N. Nohria & R. G. Eccles (Eds. ), Networks and 
organizations: Structure, form and actioni 288-308. Boston, MA: 
Harvard Business School Press. 

Nonaka, I., & Konno, N. 1998. The concept of "Ba": Building a foundation 
for knowledge creation. California Management Review, 40 (3): 40- 
54. 

Nonaka, I., & Takeuchi, H. 1995. The knowledge creating company. New 
York: Oxford University Press. 

North, D. C. 1990. Institutions, institutional change and economic 
performance. Cambridge: Cambridge University Press. 

Oliver, C. 1992. The antecedents of deinstitutionalization. Organization 
Studies, 13(4): 563-588. 

Orlikowski, W. J. 1996. Improvising organizational transformation over 
time: A situated change perspective. Information Systems Research, 7 
(1): 63-92. 

Orlikowski, W. J. 2002. Knowing in practice: Enacting a collective 
capability in distributed organizing. Organization Science, 13(3): 249- 
27' 3. 

224 



Orr, J. 1990. Sharing knowledge, celebrating identity. Community memory 
in a service culture. In D. Middleton & D. Edwards (Eds. ), Collective 
remembering: 169-189 London: Sage Publications. 

Ouchi, W. G. 1981. Theory Z How American business can meet the 
Japanese challenge. Reading, MA: Addison Wesley. 

Parkin, D. 1975. The rhetoric of responsibility: Bureaucratic 
communications in a Kenya farming area. In M. Bloch (Ed. ), Political 
language and oratory in traditional society. London: Academic Press. 

Pascale, R. T. 1990. Managing on the edge: How the smartest companies 
use conflict to stay ahead. New York: Simon and Schuster, 

Pascale, R. T. 1999. Surfing the edge of chaos. Sloan Management 
Review, 40-. 83-94. 

Pascale, R. T., Nfilleman, M., & Gi0ja, L. 2000. Surfing the edge of chaos: 
The laws of nature and the nem, laws of business. London: Texere. 

Penrose, E. 1959. The theory of the growth of the firm. Oxford: Basil 
Blackwell. 

Perrow, C. 1974. Is business really changing? Organizational Dynamics, 
Summer: 31-44. 

Perrow, C. 1984. Normal accidents. New York: Basic Books. 
Pettigrew, A. 1985. The awakening giant: Continuity and change in IC1. 

Oxford: Basil Blackwell Ltd. 
Pettigrew, A. M. 1973. The politics of organizational decision making. 

London: Tavistock. 
Pitelis, C. 1993. Transaction costs, markets and hierarchies: The issues. In 

C. Pitelis (Ed. ), Transaction costs, markets and hierarchies: 7-19. 
Oxford. Basil Blackwell. 

Polanyi, M. 1962. Personal knowledge: Towards a post-critical 
philosophy. London: Routledge and Kegan Paul. First published in 
1958. 

Polanyl, M. 1967. The tacit dimension. London: Routledge and Kegan 
Paul. First published in 1966. 

Pondy, L. R. 1978. Leadership is a language game in M. McCall & M. 
Lombardo (Eds. ), Leadership: "ere else can we go? Durham, NC: 
Duke University Press 

Pondy, L. R., & Mitroff, 1.1.1979. Beyond open systems models of 
organizations. In Research in Organization Behaviour: Vol. 1: 3 -3 9. 
Greenwich, CT: JAI Press. 

Porras, J. I., & Slivers, R. C. 1991. Organizational development and 
transformation. Annual Review of Psychology, 42 - 51-78. 

Powell, W. W. 1996. Trust based form of governance in R. M. Kramer & T. 
R. Tyler (Eds. ), Trust in organizations. Frontiers of theory and 
research: 51-67. Thousand Oaks, CA: Sage Publications. 

Prahalad, C. K., & Hamel, G. 1990. The core competence of the 
organization, Harvard Business Review, 79-9 1. 

225 



Prescott, E. C., & Visscher, M. 1980. Organization capital. Journal of 
Political Economy, 88(3): 446-461. 

Prigogine, I., & Stengers, 1.1998. The end of certainty: Time, chaos and 
the new laws of nature. New York: The Free Press. 

Purser, R. E., & Pasmore, W. A. 1992. Organizing for learning. Research in 
Organizational Change and Development, 6: 3 7-114. Greenwich, CT: 
JAI Press. 

Putnam, L. L., Phillips, N., & Chapman, P. 1996. Metaphors of 
communication and organization. In S. R. Clegg, C. Hardy & W. R. 
Nord (Eds. ), Handbook of organization studies: 375 - 408. London: 
Sage Publications Ltd, 

Putnam, R. D. 1993. The prosperous community: Social capital and public 
life. American Prospect, 13: 35-42. 

Putnam, R. D. 1995. Bowling alone: America's declining social capital. 
Journal of Democracy, 6(l). 65-78. 

Quinn, J. B. 1992. Intelligent enterprise. New York: The Free Press. 
Quinn, J. B., Anderson, P., & Finkelstein, S. 1996. Leveraging intellect. 

Academy of Management Executive, 10(3): 7-27. 
Reed, R., & DeFillippi, R. J. 1990. Causal ambiguity, barriers to imitation 

and sustainable competitive advantage. Academy of Management 
Review, 15 (1): 88-102. 

Reigel, K. 1979. Foundations of dialectical psychology. New York: 
Academic Press. 

Reike, R., & Sillars, M. 1984. Argumentation and the decision making 
process. (2 nd Ed). Glenview, EL- Scott Foresman. 

Reinmoller, P. 2000. Knowledge and time: Creating contexts beyond 
velocity. Paper presented at the Sixth Annual Organization Science 
Winter Conference, Colorado. 

Ring, P. S., & Van de Ven, A. H. 1992. Structuring cooperative 
relationships between organizations. Strategic Management Journal, 
13: 483-498. 

Ring, P. S., & Van de Ven, A. H. 1994. Developmental processes of 
cooperative interorganizational relationships. Academy of Management 
Review, 19(1)ý 90-118. 

Rogan, M., Gratton, L., & Ghoshal, S. 2002, The transformation of BP. 
London: London Business School Case Study: CS02-0021. 

Roy, D. F. 1960. Banana time: Job satisfaction and informal interaction. 
Human Organization, 18: 156-168. 

Ryle, G. 1949. The concept of mind. London: Hutchinson. 
Sako, M. 1992. Prices, quality and trust: Inter-firm relations in Britain 

and Japan. New Yorký Cambridge University Press. 
Schatzman, L., & Strauss, A. L. 1973. Field research: Strategies for a 

natural sociology. Englewood Cliffs, NJ: Prentice-Hall Inc. 

226 



Schon, D. 1983. The reflective practitioner. London: Maurice Temple 
Smith Ltd. 

Schumpeter, J. A. 1934,1962. The theory of economic development: An 
inquiry into profits, capital, credit, interest and the business cycle. 
Cambridge, MA: Harvard University Press. 

Schutz, A. 1970. On phenomenology and social relations. Chicago: 
University of Chicago Press. 

Scott, J. 1991. Social network analysis: A handbook. London: Sage 
Publications. 

Scott, W. R. 1995. Institutions and organizations. London: Sage 
Publications Ltd. 

Selznick, P. 1949. TVA and the grass roots. Berkeley and Los Angeles: 
University of California Press. 

Senge, P. M. 1990. Thefifth discipline: The art & practice of the learning 
organization. New York: Doubleday. 

Shaw, P. 2002. Changing conversations in organizations: A complexity 
approach to change. London: Routledge. 

Shotter, J. 1993. Conversational realities. London. Sage Publications. 
Simon, H. A. 1969. The sciences of the artificial. Boston, MA: MIT Press. 
Simon, H. A. 1991a. Bounded rationality and organizational learning. 

Organization Science, 2(1): 125-134. 
Simon, H. A. 1991b. Organizations and markets. Journal of Economic 

Perspectives, 5(2): 25-44. 
Simon, L., & Davies, G, 1996. A contextual approach to management 

learning. Organization Studies, 17: 269-289. 
Slater, R. 1999. Jack Welch and the GE Way. New York: McGraw Hill. 
Slocum, K. R. 1994. Foreward. In von Krogh, G. & Roos, J. 1995, 

Organizational epistemology: ix. Basingstoke: MacmillanPress. 
Smircich, L., & Morgan, G. 1982. Leadership: The management of 

meaning. The Journal of Applied Behavioural Science, 18 (3) 257- 
273. 

Smith, A. 1986. The wealth of nations. Books 1-111. London. Penguin 
Books. First published in 1776. 

Spender, J. -C. 1998. The dynamics of individual and organizational 
knowledge. In C. Eden & J. -C. Spender (Eds. ), Managerial and 
organizational cognitiow Theory, methods and research: 13-39. 
London. Sage Publications. Ltd. 

Spender, J-C. 1994. Knowing, managing and learning: A dynamic 
managerial epistemology. Management Learning, 25(3): 387-412, 

Spender, J-C. 1996. Making knowledge the basis of a dynamic theory of the 
firm. Strategic Management Journal, 17(W): 45-62. 

Staber, U. & Sydow, J. 2002. Organizational adaptive capacity. A 
structuration perspective. Journal of Management Inquiry, 11 
(4): 408-424. 

227 



Stake, R. E. 1994. Case studies. In N. K. Denzin & Y. S. Lincoln (Eds. ), 
Handbook of qualitative research: 236-247. London: Sage 
Publications Ltd. 

Starbuck, W. H. 1992. Learning by knowledge intensive firms. Journal of 
Management Studies, 29(6): 713-40. 

Starbuck, W. H. 1994. Keeping a butterfly and elephant in a house of cards- 
The elements of exceptional success, Journal o Management Studies, !f 
30(6): 885-922. 

Stewart, T. 1994. Your company's most valuable asset: Intellectual capital. 
d Fortune, October 3' . Stewart, T. 1997. Intellectual capitaL The new wealth of organizations. 

London: Nicholas Brealey. 
Strati, A. 1999. Organization and aesthetics. London. Sage Publications 

Ltd. 
Szulanski, G. 1996. Exploring internal stickiness: Impediments to the 

transfer of best practice within the firm. Strategic Management 
Journal, 17(S): 27-44. 

Tajfel, H. Ed. 1982. Social relations and intergroup relations. Cambridge: 
Cambridge University Press. 

Teece, D. J. 1988. Technological change and the nature of the firm. In G. 
Dosi, C. Freeman, R. Nelson, G. Silverberg & L. Soete (Eds. ), 
Technical change and economic theory: 256-28 1. New York- Pinter. 

Teece, D. J., Pisano, G., & A. Shuen. 1997. Dynamic capabilities and 
strategic management. Strategic Management Journal, 18 (7): 509- 
533. 

Thompson, J. D. 1967. Organizations in action. New Yorki McGraw Hill. 
Thompson, J. D., & Tuden, A. 1959. Strategies, structures, and processes of 

organizational decision. In J. D. Thompson & A. Tuden: Comparative 
studies in administration. Pittsburgh: University of Pittsburgh Press. 
Reprinted in D. A. Kolb., 1. M. Rubin, & J. M. McIntyre 1971. (Eds. ), 
Organizational psychology: A book of readings: 274-290. Englewood 
Cliffs, N. J.: Prentice Hall Inc. 

Tichy, N. M., Tushman, M. L., & Fombrun, C. 1979. Social network 
analysis for organizations. Academy of Management Review, 4(4): 
507-519. 

Tidhult, 1.1998. Memoriesfrom thefuture. Vaxhholm: Skandia Future 
Centers. 

Tolbert, P. S., & Zucker, L. G. 1996. The institutionalization of institutional 
theory. In S. R. Clegg, C. Hardy & W. R. Nord (Eds. ), Handbook of 
organizational studies: 175-190. London: Sage Publications Ltd. 

Trompenaars, F. 1993. Riding the waves of culture: Understanding 
cultural diversioý in business. London- Nicholas Brealey Publishing Z: 1 * 

Tsoukas, H., & Chia, R. 2002. On organizational becoming: Rethinking 
organizational change. Organization Science, 13 (5): 567-582. 

228 



Turner, B. A. 1976. The organizational and interorganizational development 
of disasters. Administrative Science Quarterly, 21: 378-397. 

Tyler, T. R., & Kramer, R. M. 1996. Whither trust? In R. M. Kramer & T. 
R. Tyler (Eds. ), Trust in organizations: Frontiers of theory and 
research: 1- 15. Thousand Oaks, CAý Sage Publications. 

Tyre, M. J., & Von Eppel, E. 1997. The situated nature of adaptive 
learning in organizations. Organization Science, 8 (I)i 71-83. 

Van de Ven, A. H., Polley, D. E., Garud, R., & Venkataraman, S. 1999. The 
innovation journq. Oxford: Oxford University Press. 

Van de Ven, A. H., Poole, M. S. 1995. Explaining development and change 
in organizations. Academy of Management Review, 20: 510-540. 

Van der Heijden, K. 1996. Scenarios: The art of strategic conversation. 
Chichester-. John Wiley and Sons. 

Van Maanen, J., & Kunda, G. 1989. Real feelings: Emotional expression 
and organizational culture. Research in organizational behaviour, 
vol. IIi 43 -103 Greenwich, CT. i JAI Press. 

Walsh, J. P. 1995. Managerial and organizational cognition: Notes from a 
trip down memory lane. Organization Science, 6(3): 280-321. 

Wasserman, S., & Faust, K. 1994. Social network analysis: Methods and 
applications. Cambridge: Cambridge University Press. 

Weick, K. E. 1977a. Enactment processes in organizations. In B. M. Staw & 
G. R. Salanclk (Eds. ), New directions in organizational behaviour: 
267-3 00. St. Clair Press. 

Weick, K. E. 1977b. Organization design: Organizations as self-designing 
systems. Organizational Dynamics, Autumn: 31-46. 

Weick, K. E. 1993. Organizational redesign as improvisation. In G. P. 
Huber & W. H. Glick (Eds. ), Organizational change and redesigni 
346-379. New York i Oxford University Press. 

Weick, K. E. 1995. Sensemaking in organizations. London: Sage 
Publications Ltd. 

Weick, K. E. 1998. Improvisation as a mindset for organizational analysis. 
Organization Science, 9 (5): 543-555. 

Weick, K. E. 2000. Emergent change as a universal in organizations. In M. 
Beer & N. Nohria (Eds. ), Breaking the code of change. - 223-241. 
Boston, MA: Harvard Business School Press. 

Weick, K. E., & Quinn, R, E. 1999. Organizational change and 
development. Annual Reviewqf Psychology, 50: 361-386. 

Weick, K. E., & Roberts, K. H. 1993. Collective mind in organizations- 
Heedful interrelating on flight decks. Administrative Science 
Quarterly, 38: 357-381. 

Weick, K. E., Sutcliffe, E. M., & Obstfeld, D. 1999. Organizing for high 
reljabilityý processes of collective mindfulness. Research in 
Organizational Behaviour, 21: 81-123. Greenwich, CT: JAI Press. 

229 



Weick, K. E., & Westley, F. 1996. Organizational learning: Affirming 
anoxymoron. In S. R. Clegg, C. Hardy, & W. R. Nord (Eds. ), 
Handbook of organizational studies: 440-458. London: Sage 
Publications Ltd. 

Wenger, E. 1998. Communities of practice: Learning, meaning and 
identity. Cambridge: Cambridge University Press. 

Westney, D. D. 1987. Imitation and innovation: The transfer of western 
organizational patterns to MeUi Japan. Cambridge MA: Harvard 
UnIversity Press. 

Wheatley, M. J. 1992,1999. Leadership and the new science. San 
Francisco, CA- Berrett-Koehler Publishers Inc. 

Williamson, 0. E. 1975. Markets and hierarchies: Analysis and antitrust 
implications. New York: Free Press. 

Williamson, 0. E. 1981. The economics of organization: The transaction 
cost approach. American Journal of Sociology, 87: 548-577. 

Williamson, 0. E. 1985. The economic institutions of capitalism. New 
York: Free Press. 

Winter, S. G. 1987. Knowledge and competence as strategic assets. In D. J. 
Teece (Ed. ), The competitive challenge: Strategy for industrial 
innovation and renewal: 159-184. New York: Harper and Row. 

Winter, S. G. 1995. Four Rs of profitability: Rents, resources, routines, and 
replication. In C. A. Montgomery (Ed. ), Resource-based and 
evolutionary theories of the firm: Towards a synthesis. Boston: 
Kluwer Academic Press. 

Woodilla, J. 1998. Workplace conversations- The text of organizing. In D. 
Grant, T. Keenoy & C. Oswick (Eds. ), Discourse and organization: 31- 
50. London: Sage Publications. 

d Yin, R. K. 1994. Case study research. (2' 
. ed. ). Thousand Oaks, CA: 

Sage Publications Inc. 
Zajac, E. J., & Olsen, C. P. 1993. From transaction cost to transactional 

value analysis: Implications for the study of interorganizational 
strategies. Journal of Management Studies, 3 0: 13 1-146. 

Zander, U., & Kogut, B. 1995. Knowledge and the speed of transfer and 
imitation of organizational capabilities: An empirical test. 
Organization Science, 6(l): 76-92. 

Zeldin, T. 1998. Conversation: How talk can change your lifa London: 
The Harvill Press. 

Zobar, D. 1997. Rewiring the corporate brain: Using new science to 
rethink how we structure and lead organizations. San Francisco, CA: 
Berrett-Koehler Publishers Inc. 

Zucker, L. G. 1998. Where do institutional patterns come from? 
Organizations as action in social systems. In L. G. Zucker (Ed. ), 
Institutional patterns and organizations: Culture and environment- 
23-49. Cambridge, MA- Ballinger. 

230 



Zucker, L. G., Darby, M. R., Brewer, M. B., & Peng, Y. 1996. 
Collaboration structures and information dilemmas in biotechnology: 
Organization boundaries as trust production. In M. D. Cohen, & L. S. 
Sproull (Eds. ), Organizational learning: 90-113. Londoný Sage 
Publications Ltd. 

Zuckerman, H. 1988. The sociology of science. In N. J. Smelser (Ed. ), 
Handbook of sociology: 511-574. Beverly Hills, CAý Sage 
Publications, Inc. 

231 




