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ABSTRACT -

The purposa of this thesis we~ to investigate the
 effective strategic options available to professional
service organizationa in the fsce of the challenging and
changing South African envircnment. :

S8ince these organizations are viewed as integrated .
archetypes of organizatlonal form, gtrategy and the
personal charactaristics, psrceptions and values of their
top management, they were researched from this
perspective., ' ' -

The professions are also viewed as progressing along a
gontinuum of industrialization, as theoretically defined,
~&nd the progress of the organizations along this route
was examined to establish their position as a predictor
of possible future trends. A model of the effectiveness
of profesgional service organizations in the face of the
environmental challenges is also tested, '

- The research was conducted with the assistance of the
partners and clients of 86 prominent organlzations from
six professions in South Africa, covering three diffevent

industrial sectors, the commerclal sector, the building
and construction sector and the health care sector.

Theory indicated certain possible adaptive options
available to organizations in general, but due to the
lagk of apecific theorsetically researched models for
professional organizations, an inductive approach was
taken to the research problem. In this way, the research
findings would dictate the eventual correspondense o the
theory. Multiple operationaliem was used us a
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research approach in different stages of the research
process, as was triangulatiun of research methods to
arrive at the research results.

- The Findings indicate that there are five groups ot

professional orqanizations representing dlfferent
configurations of adaptation to the South African
environmental circumstances. Usirng the model developed
in the reseéarch to measurs organizational effectiveness,

‘it was found that three of these groups appear to be

effactive, while the other two are less effective. Some

of the attributes of these five groups weve contingent

on the type of industry and the type of profession. The

profiles of the partners provided a particularly fertile
ares of theory development and a number of propositiona

were genernted which ¢an be tested in future research.

it was concluded that an'integratéd typology of five
grovps of strategy, organization snd the profile of the
top management team did exist and that three of the

__dptions proved to he more effective that the other two.

Further guidelines for the management of professional
organizations, included the examinatlon of the
conlmquences of co-operative strategies, particularly in
the light of a possible increase in consplidation within
the industries, are gilven. :
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Chaptar 1. . ' - ) Introduction

OHAPTER 1

INTRODUCTION

‘1.1 Problem definition

Professional service organiszations are facing certain
issues in the 19906 which necesgitate changes in their
traditional frameworks and "modus operandi.® These
issues include socinlogical changes, economic factors,
political factors, the impact of technoleogy and
inoreasing competition Erom non-profeszional Zlrms.
Profeszional service firms previously relied on doing
more of what they did well in order to cperate
profitably, #nd traditicnally found Yoommercizlism* to
be abhoryent and contrary to the professional ethlc.
Now, howaver, a new paradigm is regquired which will
allow the professional service firm to survive and
progpor in these changing and challenging business
conditions, while retaining and ascomnodsating the spivit
and ethic of professionalian, .

Along with and probably as a sonsequence of thsse
contextual forces, the professions show signs of
reaching a mature stage of thely svolution, such as
declinlng profite, inureased competition and conseguent
increased marketing activity. Professional flrms have
traditionally not found it necessaxry to revelve formal
training in the prinaiples of busipess management, since
the buoyant economic condltions and protection provided
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by the meonopolistic structure and ethical constraints of
professions ensured a secure framework from which to

.operate so that agn acceptable standard of living was

assuraed. However, the dichotomy which exists between the
ethical ideals which form the structural framework of
the professions and the need to become more overtly

- conpetitive adds to the already uncertaln environment.

Professlonal service organizations have unigue

~charactevigtics which differentiate them from

industrial,, manufacturing or even consumer service

organizations. Alrhough various strategic typologles

have bean remearshed which are applicable to industrial
and othar service organizations (Miles and Snow, 1978;
Porter, 1980; Miller and Frlesen, 1977; atc.), thesma
oharacteriztics pay chatige the nature of the
professional service organization to tha exbtent that
these typologles need not hecegsarily apply. The problem
ig further compounded by the dearth of published

research information on professional firms. This is no -

doubt due to the difficulties of gaining sufficient .
information on organizatlons which desl with sensitive

- and confidential matters, thus preventing the drawing of
. any supstantive concluslons. This, therefore, further
confirms the complexity of the resesrch task. For

instance, the definition and consequent estimation of

- khe "suaoessh of a profeasional fixm ls notoriously

difficuld to establish, and since it is necessary to
confirm the success of the strateglo types, once
identified, this then bacomes part of the problem.

1.2 O©Objectives of the research

The body of knowladge abowt industrial organizational
behaviour is continually growing. Conceptual and

empirical literature has covered such aress &8s
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structure, strategy, culture, the interface betwaen
oryanizations and their envircnments and aspacts of the
dominent coalltions who make decisions which intlusnce -

the subseguent bahaviour and adaptation of the

organizations,

Various researchers have arrived at configurétions of
organizations based on how organizations adapt within

the constraints of certain environmmental conditions, as

describe | above, and arrived at typologies of strategic

vped, based on the effective posturing of the S
peganization within certain markets. Adaptation is alse

Anfiyenced by sn organization’s inter-dependencies with

sther organizations competing within the same
enviconment. : o

Resaearch in this area has onca again bean limited to
induscrial organizations about which information ig moxas
readily avallable and no f£indings specific to
profagaional organizations have been published,

Tha above mantionad £ .whors are some of those whioch
contribute to the effectiveness of organizational
adaptation, The determination of organizational
effectivendss 1s a subject of debate and rewains an
aspect of organizational behaviour on which congensus
has not been reachad. However, the measurement of the
effectiveness of professional gervice organizations is

~ partioularly difficult due to the lack of information on
this type of organization.

Since the professions arve beiny subjected to fundamental
change &s & conseguence of the environmantal pressures
dascribed above, it ir postulated that they arae
undergoing a process of industrialization during which
certain attributes and orlentations become more
rromlnent,
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As a 'conse_ntjuenca of the above related problems facing_
professional service organlzations, and the dearth of

‘research on this type of organization, the following

research objectives wera developed. The first objective

~was to attempt to arrive at a typology of professional

service organizations, which is & holistio, integrated

- set of attributes, desoribing what the organization

ponsists of in terms of ita form, its strategic posture
in the enviroowent in which it operates, and the profile
of the top manageient teaw who determine its strategy.
Secondly, the resésrch will attempt to arrive at a
method of determining how effectively each of the above
integrated tyres of professional organization has
adapted to the environmental circumstances.

1.3  The rasearch methodslogy

Powell (1987) has described markets and formal
organizations as the two pillars on which much of .
contemporary business-oriented social science rests, and
the two alternative mechanisms for the allocation and
control of resourdes. Carxoll (%.987) has similarly
distinguished beatween approaches to strategy reseawrch,
describlng them as economic approaches, such ag that by
Porter (1980), which concern themselves with the -
efficient postura of a firm in the face of a given
struature of competition, and organizational approaches
which rely on ingtitutional and organizational
behavioural observatlons. These are the two of the
regearch approaches which are integrat J in this
research through the propositions later developed to

-enoompass both economic and organizational aspects and

interplay between the two approaches.

Due to the unique people~intensive nature of
professional firms, 2 third aspect, that of the Hupper
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echelons", or characteristice of the partners of the
£irm, needs to be ineluded. This triad of aspects
therefore characterizes the research approach, ahd
encompasses the integration of markets, organizations
- and management of these firme. ' :

Use is made of multiple operationalism, ss proposed by
penzin (1970), Harrigen (1983) and Jick (1979}, whereby
a number of rasearcvh stagas iz used to arrive
incrementally at, and confirm, the findings; and of
triangulation (Denzin, 1870), whereby guantitative and
qualitative data are used in complemantary fashion, The
 data is collected through the measuring instruments
developed; is then purified, analysed and presentad for
digscussion; and is consldered in concurrence with tha
Fine~grained, casa study material obtained through the
extensive interviews., The professional organizations
are, thereforé, studiad from a number of perspectives,
both from within and from various sources outside the
firms,

" 1.4 Relevance of the résearch

Most research in the area of management has been _
undertaken for the naeds of industrial organizations or
consumer service organizatlons. Since professional '
service organizations manifest the confluence of two
major world-wide trends, namely, the move towards
service industries and the move towards knowledge
technologies, the research undertsken here will be of -
considerable relevance in the contribution it makes to
the body of knowledge of this type of organization.

Although the move towards tha "pastwindustrial"'ebonomy
éexperienced in the USA may be scomewhat delayed in South
2frica, where industrialization im still taking place,
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professidqal service organizations represent this
tpost~industrial? concept. In any &avent one may .

anticlpate a growth in this trend. Wilsen (1984) has

stated, "perhaps the extent and speed of change will nct
be as great as some observers have forecast, but in any
event, prepawing for alternative scenariosz is the only

pradent course for anyone with a concern for the

future," This research is, thus, likely to bhe of both
iicademlo and practical importance from the following -
points of view.

Flrstly, it wekes a contribution to the thin body of

scademic knowledga of professional service

‘organizations, this form of organization nct'having been

the object of much research of this nature.

Secondly, 1t serves as a gqu’ le to professicnal service
organizations in identifying which strategies appear to
be present il their particular profession, and which of
these appear to be most effective. In the light of the
Increasingly turbulent anvironmental comdlitlons under
which South African firms operate, this could provide a

very useful framework within which to operate.

Thirdly, the research results could act as 8 predictive
model for professional organizations in alligning the
profiles of the partners who aonstitute the top
management team witl their organizational forms and with
the desired strategic types, and could suggest the
promotion or déevelopment of certain partners for certain
strategic objectives. Fixms contemplating mexgers or
other co-opevative strategles may examlne the values of

‘likely firme for such joint association for
- eompatibility,
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Fourthly, the research attempts to arrive at a methed
for detexrmining the efigutiveness of prbfessional
gervice organizations, and in this way makesz a
gontribution to the greater understanding of
professicnal organizations. :

Pifthly, since some of the professions studied are
involved in defending basic human rights, and others in
~ aspects of soclo-econonmic development or institutional
advancement, any developments jn thesa areas arve of
importance to the enhancement of the social fabric, no
matter what the future politiocal developnents may be in
South Africa. ' ' o

1.5 Key assgumptiona and linitaticns of the research

since the scale of economic activity in South Africa is
ralatively small, the number of professional service
organizations of any size is limited. In view of the
‘unavoidable Limitations of the participatiown and likely
response rate, the research iz, therefore, of necessity
exploratory in nature, and thus certain assumptions will
have to be made in interpreting the results. Tha '
agsunptions mey be outlined as follows.

Firstiy;-it is assumed that the six professions chosen
for the resaarch, i.e. architecture, guantity surveving,
consulting enginesring, accounting, law and medicine,
are sufficiently diverse in relevant respects to he
represantative of all the profesgions and that validity
of the findings is externally justified,

Secondly, since the professional service oxganizations
operate on the basls of trust and confidence, the
research ie dependent upon the amount of trust built up
by the researcher and tha consequent degree of
confidential information which is shaved.
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Thirdly, the asgunption is made that the identities of

- ‘the organigations, their top managements and their

-amsociated strategies, are reasonably constant and
gtable over the period during which data were gathered-

 {Mintzberg, 1979 (ii)).

Fourthly, the assumption is made that geographic
variations in perceptions will not contribute

- significantly to the basic identities of the
_organizatinns, so that the limitation of the researuh to

a sanmple of professional service organizations centrad
in the ecnncmioally'concentrated area of the Pretoria,
Witwatersrand and Vaal triangle area of South Africa
will not prejudice the results being construsd more
widely. - :

1.6  outline of chapters

Chapter 2 gives an historical and sociolegical
background of the professions and the process of
profeasionalization. The economic Jjustification for
self~regulation and the conseguent traditionally
nonopolistic foxrm of competition of the profesaions are
algo discussed. The environmental changes which have had

an impact on the professions and resulted in the need

for more overtly competitive behaviour are outlined,
laading up to a statament of the consequent reaearch
preoblem.

Chapter 3 is devoted to the contributions mads by
various strands of theory to the research problem.
Firstly, the concepts of organizational archetypes and -

 gtrategic typologles are duscussed, and contributions

from previous reaearah in the=ze areas are critically
examined, _
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'organization hecry is then disbusséd, and the

differences between industrial organizations, service
organizations and professgional organizations are
highlighted. The topic of orgahizationai strategy and
the various streams of research in this area which
contribute to the development of the model, are

reviewad. The theoretical background. on organizationé.is

fur“1er extended td alaborate on the interface betwean
crganizations and anvironment, which is oritical for
professzonal organizatlons.

The ralatiauship of the top management team and their
characterietics, including their values and parceptions,

. to the organizations and to their role in the rconcept of

strategic choiﬁe in partiqular is discussed.

A ccnsideration of organlzational effectiveness and the
various theories regarding this concept conclude the
theoretical inputs of this chapter. :

The chapter ends with the development uf an integrated

model of a professional organlzation, ite s.rategy and

_its top management, and with statements of certain

general expectations which £low inductively from the
nodal . '

In Chapter 4, the research approach, conceptual design,.
contingencies and sampling techniques are elaborated, .
followed by a description of the research process,
including the development and testing of the research
instruments and the statistical techniques used, .

Chapter 5 presents the results of the primary data
reduction analysis of the questionnaires, This |
constitutes the first level of analysis process and the
results are presented in tabular, graphic and
degoriptive form. '
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The integration of the.rQSults-of the first level of
analysis into the second-level, more complex analysis is
presented in chapter 6. The resulting model generated

 from this analysis is also presented in this chapter.

At this stage, the analysis of further qualitative
information is included to ccmplement-the_quantitafive
aspect of the research process. The results and
conclusions of this stage of the resesrch process ars
related to the theoretical bases from which the models
were derived, This is sunmarised in Chapter 7. Some
discussion of the post-coding of the interview '
informatzon is also integrated at this stage, and such_
lssues as bias, validity and interpretation are
discussed.

In Chapter 8 the theoretical wodel and generalized
expectations stated in Chapter 3 are assessed, and the
results interpreted in relation to the derivation of
these statements, A number of propositions are derived
based on the results of the research which may be tested
in future research. ' o

Tha.final chapter, Chapter 9, ia devoted to the
conclusions drawn from the research in terms of the
specific findinge, relative to other Zindings and

‘relative to the research framework. Recommendations for -

fukture research areas which f£low from these conclusions,
are made, as well as recommendations to professional
gervice organizations for a better understanding of
their unique types of organizations.
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CHAPTER 2
THE PROFESSIONS UNDER ENVIRONMENTAL CHALLENGE
2.1  Historical and sociological background
Throughout histnry; individuals with expert knowledge

and skills in certain matters have played an important
role in providing services to sosiety, and society has

 ‘become more and more dependent on their servicdés (Lynn,

1963). More and more occupations have attempted to gain
professional status and recognition, as the trend
towards professionalism has accompanied
industrialization and urbanization (Hughes, 1963). The

- increase in the number of professions and the growth of

professionalism has been accepted as a major, if not
defining, characteristic of industrialized societies
(dohnson, 1972).

she formation of racognized profeesions wan be traced to

‘the eleventh century, when the movament towards the

formation of professional assoocistions, or guilds,
became commonplace among all classes of people. In all
these guilds it was the rule that each member should
have a formal llcence o practise hig craft. The
possession of a university degree was alsu a licence to
teach (Carr - Saunders and Wilson, 1964).

The coming of the renaissance saw the beglnning of free
and original enguiry and scientific research. This led
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to the proliferation of new professions. As the
industrial revolution progressed, the guild system broke
down and the producer privileyes of mercantilism '
declined, resulting in raplid evonomic advance and
grester equality of opportunity (Laes, 1966). The guild
systen wan replaced by trade uniona for tha workers of
the new industvial age, but the professions managed to
maintain their privileges, beconing organized and
 legalized at a tima, in the late 19th century and early
20th century, when the liberal and anti-monopoly
ideslogles were dominant The professlons managed to
maints .n the ideals of cgonservatism, status and
privilege, which it was the main thrust of igth centuvy
thought and 19th century capitalism to destroy
(Dussault, 1985). ' '

Two olassic studies of the socicloyy of the professions
have been made by Parsons (1939) and Hughae (1558).

. Parsons presented professionalism as the

. historically-achieved resolution of the principles of
yationallity and morality, the application of cbiective
sciene to everyday experience, Hence the institutional
power of the professional over the client is Ilmwediately
legitinized by the form it takes, namely expertise, i.e.
authority derived from sclentific knowladga.

mhis knowledge was aoguired through highar leurning and
utilized "pro bono publice,” or in the public intevest,
but also with the additional wider of "ovedat emptor,”
or "trust in my svperlor knowledge.! The professional
ralationghip in thiz way distinguished itself from the
Ycaveat aempbor" approsch of the marketplace for goods
and other sarvices (Hughes, 1958).

The Irofesslonr, therefore, beocame rer.gnized aé bodiag
of independent people who, through the application of
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thelr specialized knowledye and skills, meintained the
altruistic ethic of public service abova self-intarest
{bingwall and Lewls, 1983). Consequently, professional
people have been ascribed the highest level of social
status in most societies (Millerson, 1964).

There have been many attempts at defining a profemsion,
-the conogept of professionalism and the process of
profesalonalization. One view of professionalization is
that it is a dynamic'prouasa 1y which an ocoupation '
comes to exhibit a numbar of attributes which are
essentially professional mnd which constitute the corxe
slements of professionalism (Cogan, 1943: Greenwsod,
1957). Two aruwoaches to the definition of professions
have nvolved: the "trait® model, which comprises _
attributes sald to represent the gore elemants common to
professions, and the "functlonallst? model, in which the
alements are sald to have functional relevance to

- sociaty, ' g

Two alternate approachas to defining the hrait model
have aleo baen described. A lack of consensus in
deginition fllustratss tha dynamic nature of the process -
of professionalization and accentuates the dilewma of
dafinition. Millerson (1964) points to thres problens
sooounting for the confusion and uncertainty: flestly,
the semantic gonfusion due to the excesslve and
indiscriminate use of the word "professlon’: secondly,
the structural limitatiots, where definitions depend on
the authors (who may influencs each other) and axa
moulded to £it their arguments; thindly the regqulrements
of dynamic realism, that the idealistic image of the
traditional profesalons is modiffied te concepts closer
to reality, '
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Bennion (1969) has made the following'qbntrihutioh-to
the "trait" approach to defining what he termed the
Hoonsulting professions". Accerding to him, the
professions have six attributes: an intellectual basis,
a foundation in private practice, an advisory function,
8 tradition of service, a representative institute, and
‘& code of conduct. : ' '

It can be Sean that this listk of'attributea excludes the

traditional divinity and nllitary profassions, as well
 as such occupations as teaching and nursing, as thess do
nok generally have a foundation in private practice
 {although they were included in the well-known study of
 the professions by Carr-Saunders and Wilson, 1964).

Based on this defindition, Bennion further alassified the
consulting professions as those which give expert
advisory services on matters requiring expert
‘intsllectual knowledde concerning three areus of human
welfare, closely allied to the human rights of health,
rights and property. (Property was furthey subdivided
into land and buildings, money and securities, and goods
and chattals.) S L

The functionalist approach ¢an be illustrated by the
four egsential attributes of professional behaviour, as
" outlined by Barber (1963):

. a) - a nigh degres of generalized snd syetematic
knowledge: '
by a primary orientation towsrds community interest,

rather thah_tp individual self-intarest;
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 c) a high degree of self-control of behavidur,

' through codes of ethics, internalized in the
process of work sooializstion and through
voluntary assoclatlons organized and operated by
the work specialists thenselves;

d) & syatem af rewsrdo (monetary and honorary) that
is primarily a set of symbols of work _
achievement,and thus ends in themselves, not
means to some end of individusl self-interest.

These attributes of profeseional behaviour glve the

profemsions Mpowexful control over nature and sosiety

and ag uch it is important to society that such
knowledge be used primarily in the common interest!

 (Barber, 1963).

Since only professlons fully understand the implications

. of their practices, only they can accurately judge

professional perfarmanoaa A syetom of autonony and
self~control through thelr sssociations, i.e, collegial

 eontrol, developad and the professions achieved fresdom

of control by owtsiders. In veturn, soclety rewarded the .

professions not only with money but alse with honouy.
"Businessmen, baing salf-centred, make do with money
only" {(Johneon, 1972). - :

Thie salf~regu1at1cn also includes the setting of
standards for etitry, acareditation and lisensura, and
oodas of prachicc such as the prohibition of

self-laudatory advertising, the saetting of a schedule of

fees, snd a codd of ethical conduct. The high lavel of
altruism and social responsibility whioh characterizes
the professions placed them in a higher sccial class
than other ocoupations, with the consaguent devalopuant
of elitism (Freidson and Rhea, 158%).
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Current sdciological views on the development of
 professional status reflect two main trends. Firstiy,
the emergence of professions is seen as the outcome of a
process of closure, which Weber desoribes as "the
process by which social collectivities seek to maximize
rewards by restrioting access to resources and
opportinitias to a limited aircle of eligibles" (rarkin,
1979). This results in a monopolization of work.

- opportunities and closure ls achiaeved by excluding
outsiders. Formal gualifications provide credentials,
but theme are only effective if legally enforceable;
therefore, state support is nacessary to malntain
monopoly privilage (Dussanlt, 1985). '

Legal olosure provides members of a profession with
distinct competitive advantages, such as the proteution
of the law, legitimacy, and privileged access to
finanaial, adninistrative and political positions of
power, Any potential competitors ars denied recnqnition
and aither disappear, practiss illegally or are gyranbed
limited rights and recognition, subject to the dominance
of the accredited profeéssion. This view of the
professions rejects the view that occupations besone
professions by virtue of acquiring certaln attributes,
and smphagizes the co-operation of the state ln the
legal enforcement of the system of professional
ponopoly, which reigned from about the middle of the
'19th century until the 1960g. .

aecoudly, the Marxist view of profesaionasism, HE
expounded by Johnson (1977). acoentuatea the role of the
professions in the capitalist process of productien. '
This is seel: as a dual procaess: the creatlon of weal
valua, or labour value; and the production ¢f surplus
- value, specific to caplialism. Dussauit (1985) alsw
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refers to 'the dominant contributioh.éf the prdfaéaicns
to the gleobal function of capltal and "reproduction of
ldabour power?. '

in terms of classic microacthiomic theory of monopoly and
competition, Pareto-optimality of consumer welfare is a
desirable stata which can only be achieved if free
competition exists and a perfect market is allowed to
exigt., In the "publie iny west" economic approach to
lagislation, the ideal and actual function of
legigslation is seen to be the increase of economic
wolfara by correcting market failure, as opposed to the
vinterest group" approach, where leglslation iz smeen as
a good which ig subject to supply and demand as any
other good, and the net benefit of legislative .
protection to a group is the cost of effaqtive po’ *tical' '
action (Posner, 1982). '

 According to the "public interest! yiew the conditiana
necessary for perischt markets to exist and for the
market mechanism to work, are as follows,

a) There ave numerous buyers and sellers in the
market, so that the activities of any one
economia actor has only a nagligible effect on
the total market.

b)Y There la free entry into,'and exit fxom, thQ:
market (low entry and exit barriers).

e) The commodity sold in the market is homdqéneoué
' ~ that is, essentially the same product is sold
by each of the sellers in the market.
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d) A1l sconomic sctors in the market have conplete

' information mbout the nature of the commodities
traded.

e) All the costs of producing a commodity are borne

by the producer and all the benefits of a
commodity acorue to.thefconsumer_~_that is, there
are no externalities.

If one or more of thesa conditions necessary for the
optimal functioning of competitive markets is not
fulfilled, corrective intervention and regulation is

" mald to be justified to correct the market failures.
Bach of thease conditions nesds to be examined ralative
to the markets for professional sexvices. '

Concentration: Most professions tend to be highly
fragmented, with a tendency to have a large number of
small firme and a small number of larde firme. However,
the tendency towards agglomeration into larger firms has
. been observed in recent years, where merger activity is
motivated by rising costs or where cllient requirements
demand 8 lrond geographic distribution or depth of
axperwusa. This has been partlcularly evident in the.
larg« mecounting £irms and in the specislized medical .
firme of pathology and radiology, as exploratory
interviews with members of these professions indicated.
Litkle horizontal collusion occurs between firws, axcept
for the membership of professional organizatlons.

Barriers to entry: This obstacle to the existence of
perfact warkets ls inherent in the nature of thea
profeassions, Tew high barvierxs to entry are the
extensive study pericd and apprentiveship hecessary for
acoreditation, resulting in a long response time to the
exigtence of excess demand. This condition clearly
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demands sdme form of ragulation of the market for
professional services. Secondarily, the high investment
in the subsidization of the education of the professions
by the state necessitates regulation in the overall
manpower planning of any state. Barriers to entry have,
however, been lowered through diffusion of information
provided by technology and the media, as described,
although accreditation ig - gtill reserVad for registered
professionals.

 Product hataroqehﬁity: Greenw.od (1957% has describad
professionalism as the epplication of general systenms of
knowledge to tha particular circumstances of the
individual client. This illustrates the non-standard
_natﬁre of professional services and the heteroganeity of
the ®product®, Although some services oan ba described -
as homogenseous, @.Y., uncontested divqrdes,'routine

X~ray examination of & chest, standard sudit procedures

and the design and construction of mass housing
projects, professicnal services gerierally ave CuEtONLZEd
to the requirements of each client,

The information problam* The cendition that all -

. soonomic avtors in s market should have complete

information about the nature and value of the comnodity
being traded has caused a certain amount of cnfusion.
It is generally mccepted that the nature of the
commodity is not the area about which consumers of the
commodity need to have complete information. Few pecpls,
for instance, have all the technical knowledge raquired
© to understand modern medical technology used in, for
ingtance, non-invaslve radiological tachniques, or the
principle cf computer menufacture snd consequent
information processing and the implications of
information systems gontrol. '

P



Chapter 2 © 20 . The Professions Under
R _ : Environmental Challenge

However, the determination of the value of professional :
gervices has been the subject of much investigation and : :
debate (Arrow, 1963; Benham and Bsnham, 1975). The value f
to consumers of the serxvice is obviously related to the _ o
- benetits percejved to accrue from the service. _ o

Third-party externallties: Third-party externalitles
in the production or consumption of services exist when
not all the comts or benefits of the transaction remain
with the provider or consumer of the services. The need
to protect third parties in a transaction is important
in, for instande, engineering and architecture, where
faulty construction could result in costs to innocent
third parties. Similarly, in accounting services '
shareholdetrs and employees of a conpany may bear the
cogts of poor servides dalivered by the asccounting
profaession (Trabileock, Tuohy and Wolfson, 1979). It is
in this aspect of third party externalitles that the
strongest argument for intetvention and salf~regulation
in the "public interest" has been justified,

In summary, therefore, since imperfections exist in the
market for profezsional services, intervention and
regulation are widely held to be Justified. As
professions have historically maintained that only other
professional colleagues understand the nature and
complexity of their services, and the spirit and ethic
of professionalism, gelf-regulation in preference to
state intervention and regulation has been practisad
(Kissam, 1983).

The self-requlaticn of the professions by the
professional associakions has dperated to restnlct

. conpetition by_regulmﬁing the behaviour of members of -
the group with respect to professional standards, fees,
advertising, ete., and alsc to limit the availability of
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substitutés for profeszional services (Lees, 1966},
Whether the monopolistic restrictions on professional
practice have resulted in excess profits accoXuing to the

~ professions, as economic theory would suygest, is
difficult to prove, since oomparative returns on the

financial investments in human capital of professional
and other similar serviaes are not available.

The self«-ragulation of the profossions alse lncludes a
coda of ethics. Berlant (1978) states that the most

important impact of ethical codes hag been the creatioﬁ

of a paternalistic relationship towards clients.
According to Berlant, this has helped toc undermine the
oreation of consumer organizations and the maintenance
of fragmentation of clients of professional services
through the inducemest of trust.

Durkheim (1957) was, howevey, convinced of the
importance of the professions in maintaining the moral
and ethical ideals in society, since the professions had
assumed the role of authority figures after the power
and influence of the church declined. Hazard {(1978)
argues in similar vein: "rha weight of public

responsibility falling on these elites has became

heavier in proportion as the task of defining and
resolving lssues of common interest and welfare has
incraasingly_devolved upon professlonal speclalists.?

'Historically, the codas of athics of most professions

included reskriction on advertising or touting for
business, on the form of organization which professional
firms could take, restrictions on supersession, l.e.
taking over a client from a colleague, and on
multi-professional practice., These restrictions wsre in
keeping with the spirit of professionalism and the
brotherhood and exclusivity of professional pscple. . -
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'Génerally; the codes of ethics acted as a protective
machanism for the exclusive right to provide certain
- services ard facilitated the monopoly mechanism, .

In assessing the views of Berlant and Durkheim on
professional ethivcal codes, it would appear that their
~ views may have been plausible and justified during a
certain period in history. These mechanisms which had
deva-lopad as a consequence of social, historical and
economic reasons have, thereforae, served as a framework
for the operation of the professions. However, certain
forces have had an impact on these traditional
mechanisme which have resulted in the need for a new
paradigm for the professions. o '

Dussault (1985) states that in order to maintain their
msnopoly privileges, professions need the support of
four groups, namely powerful and credible assoclations
acting as pressure groups, a clientsle, influential
social groups and institutlons, and the state, Any loss
of support from any of these sources would lead to a
weakening of professional monopolias. Changes have
cccuired, both endogenous and exogenous, which have had
an ispact on the professional dominance of certain .
services, reduced the extent of the support from some of
these groups, and which now requirs a new paradigm, |
Theee changes, ag tliey relate to the professions in .
South Africa, are listed below. '

2.2 Endogenous environmental changes

Certain endogenous changes within the professions have -

ocourred which are likely to weaken the professions!

capacity to resist external threats to thelr power .
position. an example of this is the increasing

. ocourrence of internal segmentaticrn into sub-groups

Environmental Challenge
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within thé profeazsions, with their own associations,
schools, journals, etec.. This segmentation has ogourred
becauge of the increase in size of the professicn and as
a result of specialization within the professions, as
well as recruitment of people of dlffering sexual,
racial and cultural groupe, resulting in a decrease of
homogeneity within the profession and, consequently,
decline of consensus., The formation of trade union-like
associations within the professions, such as in the
medical profession, representing the difierent interest
groups, has increased this internal division.

Apart from segmentation, many of the professions have
become overcrowded in some Westexrn countries, such as
the USA, owing partly to the slower popuiation growth
rate in these countries, and the changing naturé-and

volume of demand for professional seyvices. Consequent

to this overcrowding, symptoms such as over-servicing,
diversification into other services and overt "touting"
have been observed in some instances, and pressure has
been oxerted by professions to relax restrictions on
conpetition (Duasault, 1985) . :

.

Overcrowding 1= not generally evidert in Scuth'Africa;_

owilig to the emigration of large humbers of
professionally qualified people, and because of the_
creation of a limited supply of professions through the
gtringent educational requirements. However, a degree of
overcrowdlng is evident in the medical profession in the
large urban areas of South Africa, where the
doctor/patient ratioc is 1:400, while in the country
aress it is 1:2000. In this profession the
ahove-mentioned symptoms of over-servicing and
diversification are experienced.



Chapter 2 - o 24 The Profesaioﬁa Undex
: Environmental challange.

2.3  Exdgenous environmental changes

Apart from the endogenous changes within the
professions, there have beesn various environmental
trende and forces which have propelled the professions
towards a mature phase of evolution.

zaﬁ,l flociological trends

A first major sociological tend is a growing crisie of
tonfidence in the prufessions. In the special issue of
Daedelus devoted to the professions, Lynn (1963) stated:
"Everywhere in American life the profemsions ars
© triumphant," fThis observation encapsulated the height
of powar for the professions, after mora than a cantuy
of unoppesed domlnation. Thare was & shortsge of
professional people world-wide and an escalating demand
for professional services as the problem and orises
facing society increased in complexity.

Howaver, there wera already scme disquleting compents
being made, which have increaszed in volume and
frequanay, and which led %o the quastioning of the
professions as the ultimate authorities in their field.
Bawzan (1984) states that "part of the animus comes from
the genera) unrest and impatience with authority in the
Western world, coupled with the belief that anything
long-established is probably corrupk®. This phenomenon
is confirmed by the increepe in the use of alternative
oy suostitute wuppliers of services.

Hazard (197§) remaxks on the ambivalent attitude of the
american public towards the legal profession: "The
public attitude is more deeply distrustful and the
profession itself has cessed to be sacure in the
convistion that its vocation ig indeed & lesxmed art
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performed 'in the spiriﬁ of public service." He further

states that this attitude is one aspect of a widespread
distrust of institutions, power, authority or duty in
general, and that it encompasces other professions. Thay
£ind themselves in the ipvidious posmitien of having to
shoulder greater and greater responsibility without the

" protective "ystigue” which they previously ehjoyed.

Schon (1984) schoed these observations, pointing to the
social and political events which led to the increased

complexity of the problems of society which professions

were expected to solve, and increased scepticism about

. the adequacy of professional knowledye to solve them.

Secondly, there is a trend towards increased
conhgumerism. Consumers of professional services have
bovome generally better informed as the explosion of
knowledge, the media, information systems and improved
communications generally have acceleﬂated_the perfusion

of knowledge to a larger number of people. "Information

in ne hands of the many is challenging the old source
of power, money in the handes of the few" (Rakowski,
1988). The prolifaratlon of gelf-help groups can be

‘gauged by the number of do-it~yourself or teach~yourself

books avalleble and the numberr of support organizations

advertized in the medla, Consumers of professional

services are also more oritical, more demanding and less
conmpliant, as the world-wide esoalation of malpractice

- cases testifies (Evans, 1982; "The Times", 1986).

Multiple alternstive cholces to the professions are
availa..e which are both credible and acce)table, and
the attitmdes of the clientele of professional services
has changed from that of clients who entrusted
themselves to experts, to that of customers who buy a

Wproduct" and want valua for money (Haug, 1%80).
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Changing value systems are a third trend. It has been
stated that there have been shifts in the structure and
value 8ystems of Fastern cultures {Hickok, 1984). Such
changes include ¢ decline in respect for authority (as
‘mentioned akove' and the “revolt of the subordinates
_(Dussault 1988) ., Nailsbitt (1982) related some major
trends or shifts in the structure of American life,

- including the movement from the industrial towards the
information age, the shift from centralization towards
decentralization in all aspecte from politics to urban
planning, the trend towards saelf-help,
sntrepreneurialism, participative management and
networking, as opposed to centralized, formal
hierarchical systems of government, work and living. The
eocurrence of multiple options and flexibility in
consumer choloes, in ways of 1llving, loving, worshipping
and working, was alao dasoribed,

Lasch (1984) attributes the aecline of authority to the
kind of change which promotes the appearance of
democracy without its substance, and ascribes this to
part of a shift to a wanipulative, pluralistic and
non-judgmental style of social disclpline that '
orlginated with the rise of the professional znd
managerial class in the early 20th centuxy.

These changing values can also be saen in the South
African environment as a consequenwe of urbanization,
jnproved sducational atandqrds,'an ageling soalety,
acononic improvement., and the impact of technelogy such
ay televieion. A differentlaticn can be nade between
values found in the communal seclieties in rural areas,
and the values found in urban industrialized societies.
The increased urbanization of the rural population, hoth
white and biack, has changed traditional valuas and,
 therefore, the moclial fabric over time.
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Previously clearly defined boundaries, identities and
structures are being replaced by flexible and changing
‘norms and forms, and similar trends £o those described
by Nalsbitt ave cbserved in many areas of South Afzican
‘1ife, by all South Africans, irrespective of race,
language, réligion and culture. :

2.3.2 Economia changas

A raplid increase in international communications, travel
and trade has been experienced, transforming the global
aoonomy. There has also been an incresse in
industrialization, and an lncreased interdependence
between nations, The previous aconomic leaders of the
world have been replaced by new leaders, from smaller
countries in the east, and with rapidly inoreasing
economic growth from developing countries. Seuth
Afrdoa’s dependence on trade relatlons with thase

. countries has increased. An understanding of thess

* global developments and theixr implications and the
abllity to operate on an international level hag become
esgential for the success of profaasional firms in South
Africa (Naisbitt 1932. Sunter 1987} .

It has been suggested that 1ongétarmrsooiaepolitiaal
change can be seen in terws of ghanges in the control of
oritical economic rescurdes, with the four stages being
hunting societies, agrarian sooleties, industrialized
souieties and post-industrial socleties. Although the
transition from an agrarian to an industrial scolety is
still on~going in South Afrles, the aforementioned
trends desoribed by Naishitt of participation, a
long~tern perspective, salf-help, networking, _
information technology and communicstion appsar to be
ideal for the managemernt of the uniqua South African
conditiong (Spies, 1987),

P
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:-A_second najor ecoromlc change is that ... uie South

African econony. Theoretically, the challenging _
combination of First World skille and knowledge with
Third World opportunity makes Scuth Africa an ideal

_ country for professional firms to operate in, and a

substantial contribution has been made to the economic
growth experienced in South Afrieca, The demand for
professional expertise was often high and in some
professions, such as architecture, quantity surveying
and engineering, necessitated the employment of
expatriate professionals from other countries to assist

 in satisfying this demand for professional services
“during the economic boom years of 1960-1980.

Howevey, the declining economic conditions which have
been exparienced since the early seventles ln the
Western World have been slowinq'growth and productivity
rates, and have incrassed debt in many countries,
including ga:th Africa. Double~digit inflation and
interest rates, rising tax rates, and a declining gold
price and urifavour "= currency values and exchanges
rates have exacerba... thls decline in South Africa. The
Sauth african industrial sector has also been 1aas -
to provide employmant for the rapidly growing
population.

All these factors have resulted in structural changes in
the markets, a decrease in the demand for sone types of
professional services and an increase in demand for

‘other sersices, Increased merger and ascguisition

activity has been experienced in some industrial flrms,
with a consequent  incorease in the concentryation of -
economlc power. This has also provided legal and
accounting firma with opportunities for providing
professlional advice in these areas.
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This development has had the further implication that
naintaining good relationships with one or more of the
power groups in South Africa by major professional firms
has becone more important. South Africa 1g no longer an
attractive proposition for immigrant and expatriake
proteseionals from other countries and, in feot, a

- reverse trend has been experienced in the 1980s.

In line with world trends, the economlc policies of the
government have also undergone a shift towards a more
narkst-related economy. The principles of devolution of
power and conseguent privatization and deregulation of

. gertain industries, including the professions, have been

aspoused. There has been an ehcoursgement of the small
business sector of the economy and a rapid growth in the
informal sector of the economy. A breaking-down of -
“traditional barriers has resulted, resulting in
challenging opportiaiities to examine and redafine the
roles of the professions and thelir serviges in velation
to the requirements of the rising informal sector.

The rising cost of capital and interest rates has had
tha effect of escalating the overhead costs of =
professional practices, such as rentals and ssalaries,
This has contributed to the shrinking proflt margins
experiencad by these firms. A further additional cost
nas been the negessity for investmant in technology in
order to lnprove the offlcisncy of tha cperations =znd
partner produgiivity and thus improve profitablliity.

another reason for the implementation of a technological
impsrative has been the lack of skills in the
professlons in South Africa. It has been said that
South Africa conseguently leads tha world in the uge of
technology in architesture. More highly skilled
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“technically qaalified parsonnal, demanding higher
salaries and fees, have had to be employad and consulted
to operate and mailntain these investmente ln technology.

The small gcale'af the economy and limited investment
and financing options have provided professional firms
operating in the corporate financial markets with the
opportunity to assist alients in raising capital through
- listings. The boom on rhe Johannesburg Stock Exchange,
prior to the orash of Octeober 1987, saw & large number
of new companies being listed, partioularly on the
Development Capital Market.

The incressed cost of capital has also resulted in the
 increased importanze of the time value of meney and the
monay value of time, and clients have beuoms mora
. melective in their investment criteria and cholce of
professional consultant. This has been particularly
evident in the professions engaged in the construction
industry, where many professional firms have sxperienced
an increasingly skringent trade-off betwean time cost
and the guality they oax deliver as a consequance of
these finana{ @ prioritiee, Tt has, However, alse
provided additlonal opportunities for enginesrs and
quantity surveyors, for instancs, to axtend their roles
within the construction induetry to those of project
manager, financial and property economist.

The rapldly rising inflation ratas have resulted in an
escglation of wages and prices, and tha salary component
of profesaional firma’ costs has beon adversely
affacted. The opportunity to asslst and advise clierts
on inflation-related issuee in the buginess environment
has slao arisen. an additiondl ares of service has been
oreated for advice on retirement and pensions planning.
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The small “tax base and consequent high tax structure
have spawned a growth industry in tax advice by legal
and acecounting flrms, and provided the opportunity for
 professional advisers to assist clients in creating

. off-shore structures as well as providing and advising
on the internal mechanisms for tax relief.

2.3.3 Political changes

‘During the 1980s there was a hardening of political
attitudes towards South Africa and both threats and the
application of sanctions, boycotts and diginvestments
escalated. These measures have been pavticularly strong
from some of South Africa‘s major trading partners and
suppliers of goods, such as the United States and, more
rovently, Japan. The possibility of dlsinvestment by
international accounting firme was also wooted.

The axtarnal political policies hud an important

negative vonsaequence for professional f£irmsg, namely

- disinvestment by the international branches or

associates of the South African firms which had expanded

~ thelr operations overseag, .in line with the behaviour of
#irms in & mature industry. In spite of the negative

effects on clients of professional fltmz, these

' politisal measures have also provided opportunities for

those professions engaged in finanelal and legal advice
to international and South African clients on assisting
the dlsinve .mert procgess, advising on mansgement
puy-outs, financial restructuring, snd the establishment
of new mechanisms to counter these acktions.

A sascond political trend has been observed in tha
intarnal policles and ¢limate within South Africa,
Owing to the high degres of hetersgenaity and
interdependence of the varlous population groups, the
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inoreased ‘political aspirations of disenfranchised

~ groups and various other factors, an increase in
political instability was experienced during the 19808,
which led to the emigration of large numbess of South
African professional and business pecple, This has
résulted in a negative business climate and reduction of
confidenos in the political and economic future of the
country. The problef of a lack of sufficient skilled
resources in South Africa was thug exacerbated, and a
reduction of the already thin crust of profassicnal -
compefence has rasulted. This has reduced the service
gquality lavel, ae well as placing additional strains on
the previously-mentioned problems of the managament of
protesaional firms. -

Following & world-wide trend, the South African
Government/s policies have changed from rigid racial and
“economic geparation towards a more flexible,
co-oparative and concessionary relatlonship between
races. During the late eightiés these changes were
accompanied by an escalation of pollitical unrast; urban
violence and terrorism, a reactive inorease in the
activities of more radical left- and right-wing
organizations, &nd the consequent increasse in sevara
political control measures in an attempt to counter
these Aincidents, reaching their height just before the
resignution of P.W. Botha.

Once again, although these changes were traumatic to the
country, they afforded many opportunities Eor the
provision of additional services by professionals in
such areas as the design, construction and financing of
black housing schemes, legal consulting in the area of
labour law, and the general inorsase in the demang 7oy

- financial and legal services from clientg who required &
reductlon in thelir perceived risk and uncertainty,
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2.3.4 _Lediélativg_chanqés

As has been stated in the introduction to this thesis, a
wave of anti-monopoly feeling pervaded the social,

" legal and economic thinking of the Western countries
from the middle of the 20th century from which the
professions were nct excluded. As a consequence,
numerous commissions of investigation ware instituted

- and the professions became the ocbject of scrutiny.

"The last decade has been a period of considerable
turbulence for the professions. The growth of the
consumer movement, the increase in the scale of
Govertment activity and jurisdictional disputes between
and amony professional and paraprofessional groups
themselves, have led to increasing public soruiiny of

the professions, and in many cases legislative utunges.“

{Trebilnock et al., 1979 )

This type'of_acrutiny'Was'experienced in Canada through
the Professional Organizations Commlttee in Ontario, in
the United Kingdom through the appointment of the

~ Monopolies ocmmiasian, in the United States of Amrrica
through the Federal Trade Commission and the Justive
Department, as well ag in Australia and other Westemn _
countries. The effect of this on South africe was that a
 commission of enquiry into the Regulation of
Monopolistic Conditions act resulted in the Mouton
‘Report in 1977,

The concluaiona and recommandations of the Mouton Report
wera implemented, the Competitions Board was
egtablished, and the professions became the object of
investigation in South Africa as well. Consequant to
reqommandationas by the Conpetitions Board %o
proLéssional bodies regarding norizontal price
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collusion, amendnents to the fee structures of the
professions to allow for a recommended fee, a&nd to the
ethical regulations to allow for the advertising of
profesgional services, resulted in some professions.
Thus, & certain amount of deregulation of the
professions has occurred in South Africa in the 1980s,
resulting in a more flevible approach to fees. This has
allowed those professions who had previously operated
from the basis of a fixed fee for service or percentage
) of'the value of the consideration, some leeway for
negotiation with clients on the issue of fees (Botha,
i1988). :

2.3.5 The impact of technology

Onia of the mogit dramatic environwental iwpacts on both
the profeessione and thelr clients has been that of
technology. Althotigh improvements in the freedom of
people have resulted as a consequence of technology,
thers have alzo heen mome negatlve social implications
of technolegy, such as pollution and ecological
disturbance, exploitation of natural resources,
over-poptilation &nd unemployment. Lasch (1984) maintains
that on a sociological lavel, our growing dependence on
technology which no one seems to undérstand or control
has given rise to a widespread feeling of powerlassness
and victimization. '

Telecommunications and computers, both mainframe and

- particularly micro-computers, have become the medium
Cthrough which informstion arnd knowledge have rapldly
been disseminated., This has further been compounded by
the renewable and salfngenerative characteristicsa of the
information age, which therefere allows the new wealth
generation from non-respurces to resourdes through the
addition'og infqrmation (Rakowski, 1988). Quinn and.
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- Gagnon .(1986) report that 80 per cent of tha computer,
‘communications end related information technologies
egquipment sold in the USA in 1982 went to the service
sector, with a comparable figure of 70 per cent in the
Uﬂlt&d Kingdom,

The advent of computer aided drawing and computer aided
ﬁahagament in apchitectural pfactices ih South Africa

~ has relieved the chrbntc shortage of technically skllled_
 people, and also greatly facilitated the design
function. The sume effect is experlenced in engineering
firms. However, because of the ease of information
transfer, the technigue can be used by non-professional
firme such as property developers offering "turnkey"
_sarvices, i.e. a cemplete and comprehansive package of
proparty services, in competition with thase
professions.

Similarly these organizatior.~ may usé'the game or -
gimilar systems as guantity surveyors to calculate

- budget estimaies, pille of quan#itiés, perform

© discounted cash flows and any other financially rmlated
~functions normally performed by this profession. similar
- situations can be ildentified with Software programs
which perform accounting functions and wivich facilitate
these functions within a client compary. In the
telecommunications area, the use of Pax machines by both
the professional firms and their clients has increased

_ the speed and accuracy of infocmation flow.

In sum, techrniology has three major areds of impact oh
organizetions; namely changes in the industyy structure,
new cowpetltive methods and new services {Eortar and
Millax, 2985).

R
S
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The way 9ofter'{1930) has Concéptualized the forces
which drive an industry, is i{llustrated in Figure 2.1.

| supPrrERS

Threat of new
entrants

1 POTENTIAL

ENTRANTS

Bargaining Power

of Suppliers

Threat of
substitute products
- or services

INDUSTRY

: 'COMPE‘I_‘ITQRS -

Rivalry Among

Existinq Pirms

BUYERS

" SUBSTITUTES

Figure 2.1

Bargaininq'POWEr
of Buyers

Foraaa Driving Industry competitian.
{Portar, 1980Y

Through the use of technology, competitive barriers to
entry have been broken down between traditional
functional organizations within industries with
congequent changes in indstry structure. The
comfortable olligopolies and monepolies in such
industries as financial services no longer exist,
allowing for the entry by new competitors and the
development of a more competltive environment with

higher risks. Thlsg inmpact of technology has baen

extended in many instances to include the specialiLed
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knowledge of the professions, which has inoreasingly
become common knowledge. The power préeviously provided
by these barriers to entry to the knowledge gxclusively
held by the professions, could become further ercded by
the exploitation of such applications as artificial
intelligence and expert systems. The diaghostic function
of medical services is a case in point. Such systems are
dlready in operation in the United States, allowing not
only for the automated diagnosis of illnessa, but also
for suggested treatment (Sackman, 1988).

- Barriers to entry have been raised by the high costs
involved in the investment in hardware and software
technology and only those flirms which have agoeas to
capital resources are, therefore, classified as
competiitors of one another. In some cases exoess
capacity is utilized to gain competitive advantage
through securing a lock-in situation with clients and,
therefore, raising switching costs. Purther factors
which impact on industry structure are the effects of,
for instance, CAD/CAM on the thrests of substitution,
and the effect on lncreasing rivalry and, conseguently,
on bargaining relationships. The inoreased flexibility
provided by this bype of appllcation has precipitated a
numbsr of opportunities fo. customization vor specific
narket segments, '

Econonles of scale and scope can pe achleved through the
applicatioh of new technologies and the cost of the

. gervice greatly reduced, leading to new ways of
compsting. Exarmples of this effect in the professions
are the usa of word processors by legal filrms for the
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productiof of standard documentation for large~scale

. conveyancing, &hd the use of CAb in the deéign of
schools, filling stations and other standardized
construction designs. In many instances this has
resulted in increased concentration in the professiong -
ag firme have merged in order to achleve the oritical
mass required for economies of scale and scope to
function effectively.

Differentlation may also be enhanced through the use of
' technology as existing and new services may be bundled
to provide additional customization and differentiation
to existing clients., New lavels of complexity may be '
achleved through technology in research activities a=,
Por instance, légal firme in their background research
nay access more information more quickly. Speed and
aqgguracy of rasponse to olient requests are reinforced
by the ability to provide more information as well as
more complex informatlon without great additional comt. .
This added value provides o) ’'sints with a compastitive
advantage in the industries in which they operate and
tends to favour the professional firm which providaes ik.

| It has already been stated that additionsl services

wan ba generated at minimal cost throﬁgh technology.
This has enhanced the ability for innovation which is.
deemad to be essential in high techuology industrias
(Abernathy anmd Utberback, 1978). An Lllustration from
the professions is that of a consulting engineering Firm
which @an provide architectural, quantity surveying, '
finanoial management and project management services,

Anothéer example is an accounting fiym which can provide
computer consulting services, alient accounting, project
nansgement and financial management services. It can,
therafora, be sean how the rreviously dlstinobly
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diffarent’prdfassions begin to overlap as technology
causes the bharriers between them to ba broken down.

Derived demand 1s another way 1n which new businesses

" can be craated, such as the speed with which fax '
machines can transfer information, including
architectural plans. Excess acmputer capacity and other
glack resources such as human expertise which accompary
the technology, can be sold as an addlitional new
gervice, as can information generated asg & by-product of
tha core servica.

The ability of tachnology to lower barriers and oross
botndaries, therefore, provides professional firms with
the option of incressing tha scals and scope of their -
service range, and the ability to access lnoraasingly
conmplex information more quickly through global networks
of information. However, the professional firms become
more dependent on technology for survival, as their
processes and external relationships bacome more complex
(Roffman, 1988). '

2.3.6 Gompatitidn

owing to the free dissemination and accessibility of:
expert knowledge, which has traditionally been the
exclualve domain of the professions, new entrants into
thelr arena of work have been exparianced., Additionally,
competition from non-professional firms who do not
operste under the same ethlcal constralnts has been
 encountered by professional firme who have utilized the
- opportunitles for divexslficatlon into new service
areas,

As professional indemnity preniums ahd excesses have
dramatically increased, and the incidense of litigation
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claing had risen, more professionals are opting for
employment by corporate bodies with limited liability,
where ftiwir profegssional risks are less and financial
tewards oftew wore. "Litigation is a growth industry,
fostered hy a growing awareness of legal rights® ("The
Times", 1986). This results in a situation where clients

‘of professional firme often have sufficient in-house .

expertise to perform many of the functions of an

- external consultaut, thus reducing the volume of work.
‘This also has the effect of increasing the clients’

bargaining power and the external profeasional
gonsultant no longer operates from a position of
ultimate authority. ' '

Technology itself, and the suppliers thereof, have
proved te ba competitors to professional firms in some

- instances, as olient companies can perform many of the

functions of an outside consultant through the use of
the dppropriate hardware and software. For example in
+he legal profession, competition ls evidenged by the
profusion of self-help books and services to assist
glientes in nom-litigious cases. In the more competitive
commercial areas of law, competition js axperienced from
merohant banks, trust companles and stockbyokers and

" ageounting firms, who 4ll employ legally qualified

professionaig, and from clients themselves as they are
increagingly employing their own legal consultants.

In the Unitad Kingdom, the monopoly over conveyancing
services has been broken by a private member’s bill _
allowing non-solicitors to undertake house conveyanaing,
Ths real threat to the profession is the extension of
conveyanelng to the big lending institutlons {"The
Times", 1986). This hag caused sohme oohcern among South
African attorneys and at the Conference of the
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Assoviaticn of Law Societies in South Africa in 1987, a
whola session was davoted to thizs matter,

" The accounting profession has experienced a shrinking in
tha narket Por audit work, as has been desdribed in the
section on sconomic changes and, consequently, has
diversified out of the audit area to include a variety
of non-audit services, some of which are related
financial gerv'ces and others which are non-related
corporate services. Some of these new services stem from
thé-aho?e-menuioned facility provided by technology,
while others are derived from opportunities generated by
the environment. However,'in the non-audit areas,
competition is experienced from non-audit firms who are
not: cqnstrained by the professional ethical code and who
have the expertise, experience and financial resources
to market their mervices more effectively.

‘The consulting engineering profaession, in its
diversification into other services, has received
competition from project management firms, vardious
enginearing management firms and turnkey projects |
offered by construction companies who do not operats
under the professivnal code of ethics. Competltion im
also encountered from guantity surveying firms who offer
- project management services. A simllar situstion exists
in the architectural profession, which has more
. competition and a cognitive make-up which is less
~ amenable to the finﬂncial and compatitive aspects of a.
prajech, o =

The medical profassion has received increasing
compatition from pharmaaists, from para-medical
services, and all forms of alternative supplliers of
medical mervices such as homeopaths, cohiropractors, the
. movement towards health consciousness and from the
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media. In ‘the context of the multicultuval nature of
South African society, cdmpetition has &lso been
encountered from herbalists and "sangomas" ("witch
doctorsf), who have used pressure groups such as trade
unienis to gain acoraditation and recognition by medical
aid societlies as part of employas benefita. o

All the above environmental factors lave had an impact
on the nature of the relationship between professional
firms mnd their clients. The consequences are that
cliant expectations have become raised, their priorities
have changed, their reguirements of their professional
génsultants has changed, alternative cholcas of -
suppliars of gervices are available to them, their
bargalning power has been increased Uvis~a~vis" the

- professions, and they have become more inclined tu
resort to litigation for negligenve. Where multiple
prufessions are involved, clients may choose the
profession with the highest profassional indemnity covey
as the targaf for claim. :

It has been suggested that the increase in the incidance
of vlalmg for negligence way be related tn the '
diversification lnto non-traditional services and that

. the formaticn of separate limited liability companies
for this purpose is essential (Rakowski, 1988). This has
already been seen in some of the profesaions in gouth
Afrlea.

The engineering profession, for example, appears to he
in a dilemma, since it has been accused of '
over-designing in an attempt to reduce the possibility .
" of claims, which then increases the cost of the
structure, making it less attractive to property
investors.
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2.4 ‘Stdtement of the research problem

The major structural shifce caused by the above _
environmental factors have precipitated the professions
into a matute phase of evolution in terms of the life
avcle concept (Porter, 1980) and, consequently, their
monopolistic powsr positions have been reduced. The
synptons of industry maturlty, an area which will be
discussed more fully in Chapter 3, include new entrants
into the work arena previously reserved for prr‘!’}ass.‘.n--.:‘ns,_P
resulting in a highetr intensity of competitive activity,
a highet level of marketing activity in the faca of the
increased competition, and a decline in the profit
wargins as costs escalate and turnovers drop.

The professional ethical codes of independence and ﬁhe
profession ag a brotherhood have previously pravented
them from overt competitive activity within thelr own o
- profession, co-operative strategies with other
professions or other firms in the service or industrial
sector. Such behaviour has previously besen regardad as :
anathema to the spirit af professianalism. !

In some instances, however, there hfva been
'modificatians to the ethical codes of the. profassions tc
assist them in becoming more competitive. The dilemma in
which the professions now find themsalves centres arcund
the fact that modeis of alternative strategic cptions
have not baen ressarched, and since by their very
nature, as reallized above, professional firms aiffer
from indus - lal firms, the strategic typologies which
have been researched for industrial £irme need not

- necessarily ‘apply.
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CHAPT R 3

SURVEY OF THE THEORETICAT. T.ITERATURE
~ AND MODEL DEVELOPMENT

: 5;1 Infroduction

The lack of an integrated.model ahich encompasses the
particular nature of professional service organlzations,
thelr strategic options inlthe face of envirvonmental

' ._dhallenges'and'thé profile of the top management téam '

which makes the strategic decisions affectiné_the
‘organization, has provided the research problem. It will
‘therefore not be possible to derive precise hypotheses
from an existing literature. Rather, the empirical
elaboration and explanation of a model of options is the
‘primary objective of the research. The establishment of
some method of determising the effectivenass of posalble
. alternative opticns is the second objective of the
research, and the' Final objectiVQ is the predictive
model which demongtrates the process of
industrialization of the professions.

However, even in the absence of explicit hypotheses one
needs soma focus ta delimit the enquiry. Thus, in order
to arrive at a tentative model which could act ag a
basie for the development of a set of generalized
expectations which the research could examine

_ empirically, this chapter firstly examines previous

B T L R T SR e L L P T
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research into archetypes of other organizations'ahd
associated typologies of strategieé, and thelr possible
relevance to professional sevvice organizations. The
axisting lzt-rature on three strands of theory relating
to the reseuwrch problems is discussed.

Aspadts of:orgaﬁization theory which contribute to the
develdpmant of the model are elaborated, including
gtrategies, structure, culture and organizational

change. The' interface between organization and
environment, which includes the top management team who
act as boundary-spanners of professional organizations,
as'WGll as other stakeholders in the environment¢ ara o
also discussed, and further modifications which make -
this interface unigue are brought into consideration.

Current theories on organizational effectiveness are
reviewed and s conclusion is drawn regarding
modifications of the theories for applicability to
professional organizations. A model for the testing of

~organizational ef lectiveness will also be derived to
. satiefy the second cbjective 6f the research.

The third objectivé of the research is the demonstration
of the process of industrialization of the professions.

' The theory of industrialization is discussed and the

applicability of the theory to the process of change to
which the professions are being subjeatad is

_highlighted.
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3.2 First research obiective - an integfateﬁ
typology B

'3.2.1 _Orgahiz&tional archetypes anﬁ étratagic

- ‘typologies -

The view that the strategy of an organizaﬁion is an

" artful alignment of environment, regsources and values,
- @8 postulated by Andrews (1971), dominated strategy

literature for some time, However, this view did not
allow for generalizations and did not enccurage further

. theory building.

The contingency theory of strategy (Hofer, 1975)

triggered the attentlon of scholars of strategic
management towards the thinking that business~level
strategies conld be classified into generic groups,

either on a broad basis, applicable to a wide range of

business-level situations (Abell, 1980; Milas ¢hd Snow,
19783 Porter, 1980), or for various contingency
situations (Hofer, 1980; Harrigan, 1983, 1985{ Woo and
Cooper, 1981: Robinson and Pearce, 1984).

Just as strategies have been classified into generic
groups, organizations have similarly been classified
into transitional archetypes of adaptation, or
"gestalts" in Fllley and Aldag’s (1978) typology and Lhe
studles by Miller and Friesen (1977, 1980). Filley and
Aldag’s typology of craft, promotion and administrative
types, was arrived at through research on manufacturing
and retall organizutions, and included managerial
characteristics. Miller and Frinseh’s studiesg of’
archetypes of trantition were conducted on industrial
organizatlons in the USA and Canada; therefore neither

of these were done purely on service organizations.

Thecretical Literaturs
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Tt has beén pointed out that a largse number of
organization variables are involved in characterizing

- the adaptive process (Chandler, 1962; Slcane, 1985}
Hedberyg et al., 1976), and in both the areas of strategy
-and organizatlon, the necessity for a classification -
system which reduces the large number of potential
__variabies to a manageable buf powerful few has been
emphasized (Hambrick, 1983). Such a system should allow
strategies and organizations to be ¢lassified according
to their commonalities in order to facilitate
understanding of broad strategic patterns and their
relative organizational dynamics. It must be seen to be
brbadiy applicable across sltuations and thus become
generic. Such generic strategles thorefore become a
‘categorization of strategic choice and reflect the
"grand strategy" within which contingencies allow for

- variation according to pre-detexrmined eriteria (Herbert
and Deresky, 1987). ' '

c;asaification Schemes of strategies way be of the

linear type, which regards strategies as the integration

of decimions, actions or plans designed to achieve
arganizaﬁiahal goals (Chandler, 19632), df_of_the
interpretive type, where strategies'are viewed as
 orienting mataphors or-frames of reference (van

. Cauwevbergh and Cool, 1982): Both of these atkenmpts are
‘stipulative and limited in thelyr application, and it has
been.pointad out that one can only approach, but not
achieve, an optimal classification system (Bock, 1973).

 None of the above-mentioned organizational archetypes
and strategic typologles has been arrived at for
professional orgamizations. Since professicnal
organizations have different structures and systams to
other organizations, and the nature of professional work
differz in way that will be expanded on later, the
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srchetypes of organizational adaptation as well as
typologles of strategies are consequantly subject to
posaible revision. S :

The objactiVQ of this research is therefores a holistig
integrated “gestalt® of professional service
organizations, their strateglo stance in the wmarkets in
which they operate, and characteristics of the top
management tesms who act autonomously to scan the
boundaries of the professional service organization and
as strategic decizion-makers of these organizations.
These archetypes therefore represent a dyriamic
interaction between these ingrediants comprising the -
theoretical model. Each of these three ~pproaches and
thair contributions to the building of a theoretical
model are discussed below.

3.2.2 Organizations, service organlzations and
profesaional gscwvice organizations

An organization may be defined asg ths "planhed _
co-ordination of the collective activities of two or
mere people who, functioning on a relatively continuous
bagis and through division of labour and # hierarchy of
authority, seek to achieve a common goal or set of
goals! (Robbins, 1983). Organigatlions of all sizes are
found everywhere in sooial 1ife. In the context of the
systems porspective (Chutchman, 1969) they way be viewad
a5 open systems with a continuous flow of interactions

. betwsen thelr members and between their different
interdependent functional areas, and between the
organization and ite externsl environment, as
illustrated in Figura 3.1,
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?igura 3.1
dystens view of organizations
(Adapted from Robbing, 1583)

-Thesé dyﬁamic interactions need to be satisfactory for
the long-term survival and growth of any organization.
Open systems have gertain characteristics which

. differentiate thew from olosed systems, suoli as
environmental awarepess, & oyolical chsracter, negative
entropy, a steady state, a movement towards growth and
~ expansion, a balance between maintenanve and adaptive
activities, and equifinality.
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These characteristlcs ensure that there is a balance
between the tensions which exist in organizationg,
between inpute and outputs, growth and stagnation
(Robbins, 1983). This characterization accords with the
view of organizations as organic "wholesﬂ or "gast:alta“
. which is adopted in this research.

- The organization is also seen to have a boundary, which
can be likenad to a semi-permeable membrane, with some
of the members of the organization spannming the
boundary; £iltering and processing infornation from the
anvironment (Thompson, 1967; Aldrich and Herkar, 1977).
- This is demonstrated in Flgure 3.2, :

YT
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Pigura 3.2 .
Boundary spanning in organizations
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Service organizations (or in-house servives) have
certain characteristics in common which di¢ferentiate

" thaem from other organizatlons or in-house divisions. The

intangible nature of the service raesults from the
ingbhility of a service to he inventoried and thes

- immedisiie consumption of the service. The perishabla

natire of servides renders the service organizatlon .
vulherable relative to manufacturing organizatjons, as
it reduces its ability to buffer itself to environmental
uncertainty through the building up of inventories.

The intangible nature of the output of servide_

organizations results in a second characterigtic of
these types of organizaiions, namely the closeness of
the inkeraction with the client in order to deliver the
service. Tha employees of service organizations are '
gonseguently invelved in producing and dellvering the-
service simultanecusly. As kndwledga industries, service
industries are primarily invelved in the processing of

information in order to dellver the service. This

involves direct interaction with clients ot_tha service
to obtain the information, and the cllient becomes part
of the service production process.

A typology of service organiiations, based on this
aritical relatlonship at the interface between the
gervice organlzation and lts ollents, has produced three
types of service oxganizations. These are the
maintenance~interactive type, such as a bank, where the
focal polnt is bailding trust or confidence in order to
sustain the relationship indefinitely; the
task~interactive type, such a&s an ent.neering
organizetion, where the focus is on the task to be
performed; and the personal-interactive type, such as
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‘legal and medical organizations, wheve problems of a
personal nature are byought to the service
organization’s decimsion unit (Mills and Marrulies,
1980). :

Profassional service organ;zationa differ from
industrial orqnnizations in a number of way=s. Firstly,
they are characterized by a high degree of '
self~management, sinve the tasks encountered are unique
 and require search, evaluation and judgment (Van de Ven
et al., 1970}, and professionals apply their specialized
skills to this situation (Freidson and Rhea, 1965; _
Bucher and Stelling, 1969). Secondly, there is collegial
centrol in professional organizations, since only othar
professionals ave in a position to evaluate thelr peers
{Freidson and Rhea; 1965f Goods, 19607 Hall, 1968),
Thirdly, ‘there is a great deal of personal autonomy in
defining problems and qenerating their solutions without
pragsure from nor-memuers of the profession (Hall, 1961
Scott, 1965).

Professional arganizations-ara.charactarized by an _
opon~systens coupling with their client organizatlens
necessary for the service production process (Mille et
al, 19283), The client becomes a temporayy employee of
the professional f£irm, since the information he provides
is the "raw materlal' in the information progessing
system of a professional organizatlon (Barnard, l948;
Gartner and Reissmann, 1977; Parsons, 1956). The client
is, therafore, a primary exteérnal resource of &
‘professional organization and a major source of external
depandenaa,

This suggusts that co-optation ig necessary to-yaduca
the hign level of unvertainty generated by this
sltuation, whera both task uncertuinty and work-flow
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uncertainty ara hiqh. The interface between the

professional organization and that of its olients ilg-

‘therefors flexible and its boundaries are extended to

include thelr client organizavions. This interface has
been shown to be critical (Mills and Margulises, 1980),
and therefore important to consider in constructing the
model t¢ be tested. The unigus type of structural form
for professional organizations furtheyr strengtbens the
suggestlon that modifications to any praviousl? '
researched strategle types are imperative if the link
between structute, strategy and environment has any
validity, :

The differences betwsen professlonal service
organizations and industrlal service organizations,
which are also important in considering the mffects
which these may have on the organization, ity members,

ané its strategiss, are illustrated in Piguxe 3.3.
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Professional : Other Service
Service Organizations |
Organizations _

Type of Product ' Non«standard, 'Stahdard- _
High Knowledde - |Low knowledge
content/skill . content/skill

' Organization | Flat, unstructured, [Rigid pyramid'
gtructure o | loogaly dgoupled gtandard
- |systems . operating
procedures
_ {top down
pransaction volume uow o High

per time period - :

{vaive of Individual|Large ; |smarl
transaction _ : -
|Locus of Profit Individual Operating unit

Type of client Medium to long term |Short term

gonkaot - i _ o _

'Quality'cohhrol ' Peer review ' fralning

. o RE prograns

and random - .
_ ) _ | inspactions
¢lient loyalty To individnal To £iym, or
- |provider to concept
|tnieisl sale - Referral, perscnal |Advertilsing
' contact. - jand promotion

Rapest sale - ~ [Threugh aatisfactory Employees

- service delivery dellver
by proféssional |sexvice

Motivation : Salf-motivatad, .| ower ,

: notivated by pride unskilled,
{in profesalonal work |motlvated by
: ghatus and
money .

¥igure 3.3
Differances betwaan profesmional
" and other organizations
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FProm the above discussion and figure it can be seen that
professglonal service organizations have unigua '
characteéristizs which do not permit generalization to
conventional organizational theory. Mcdifications to the

' theory need consideration.

3.2.2 Contributions of theories of organizational
gtructure to the modsl

'the contingency approsch to organizational research’
includes an organlzation’s ralationship with its
environment (Burns and Stalker, 1962; Lawrence and
Loxsch, 1967). This wiew contends that an organic
organizational structure ir appropriate for turbulent
environments, while a mnreaucratic structure is mnra
effective in steble environments. :

The main contributors to research in the deterministic
approach to structural linkages attempted to demcnstrate
linkages between structure and stratedy (Chandler, 1962;
Miles and Snow, 1578), structure and environment (Child,
1872; Lawrence and Lorsch, 1367), atructure'and glze
(Blau and Schoenhewt, 1970; Hickson et al., 1969; Meyer,
1972) and structure and technology (ﬂaddﬁard,'lQGS:

 Pervow, 1967; Thompson, 1967).

Gther re¢earchers, notably Weick (1269), however,
maintain that the structure of an organization is
areated or enscted by tha social reality of ita mémbers
and ig riot independant of them ms the above proposed
linksges may suggest. The operationalization of the
gtructural dimensions has also been orlticized, and

. support for Weick’s thesis comes from Pondy and Mitroff

(1972), and Reimann (1977) among others.
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Mintzberg (1979, (ii)} describes the structure of the
professional organization as bursaucratic by nature, due
to the fact that universal. standards and rules met hy
professional assoociations predeterity.e the co-ordination
“and design of prof-ssinnal work. Theze external rules
also influence the relationship which the professional

- hag with clients. In spite of the high dagrase of
individualized ulient_problems,'mora often than not
these may be categorized into a standard set of
problems, allowing a standard set of solutlons to be.
described for each type of problem, and allowing one
profaasianal eagily to be able to take over tne work
from another.

BecauSe of the open-gystems nature of professicnal
gervicé organizations and consequently the MHigh degree
of de-optation of elements of the snviromment and the
role of the highly autocnomous prqfesaionél partners as
bovndary-spanners, Weick’s approach to structure as
heing enacted hy the organization’s nembers appears
logical. However these two approaches are clearly
complementary rather than mutually exclusive, and’
aspects of both approsches are incorporated in the
definition of the structure of profesaional
owganizatinns.

consaquantly, for the purposes of this thesis, _
- professional service organization strusture is defined
~ as belng simultaneously enacted by its members and
determined by both intermal and external environmental,
forces. :
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3.2.4 COntrihutions of the theorien oi orgaﬂizational
culture to the model

Although the concept of culture ie not a new one and has

" been part of anthropological and sociological study for
_some time, its importance in the interpretation of

organizational behavicur and its relationship to
strategic processes has only recently surfaced, as if it
were a new organizational variable to be considered in
the study of organizational dynamics. The decade from
the beginning of the 19808 has =meen the proliferation of
interest in the conoept of culture, and Tunstall (1986)
has suggested that business historians may view the
19805 as the age of the "oultural revolution®,

'nafinitions of culture ave as varied and profuse as the

definitions of strategy. One of the ressons for this

clearly lies in the vagueness and indistinctness of tne o

goncept; particularly in the context of business.
Rilmamn et al. (1986) emphasize that most managers’
knowledge of the culture of thelr organization is "aven
fuzzier than their definltions", and contrasts with

- their knowledge of the more tangible aspects of their .

organization, which is understandably clearer thap the
"goft behavioural underpinnings" of business.

Their definition of culture is that it is the shared

philosophies, ideologies, values, assumptions, beliefs,
axpectations, attitudes and norms which bind a group of
people together. These sharad.qualifies, which
congtitute the culture of an organizaticn, form a common
frame of reference and provide the internal cohesion in
an organization, and integrate and prupel the activities
end behaviours of the members of the organization.
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Another pérspective of organizational culture defines it
as the pattern of basic aséumptions which actually
underlies the values that a group has discovered or
daveloped in coping with adaptation. This pattern of
assumptions has been found to work well and is,
therefore, used in this theeis (Zchein, 1983).
Organizational culture is dynamic and adaptive and
reflects the interaction between the assumptions and
theories that the founders of the organization brlng'.
into it, and what the organizatlon subSEquently learns

Erom axperience.

Culture may be clagsified from twe points of view - the

one which views culture as an observable pattern of
behaviour, and the other which views culture as being

. shared in the minds of organizatioﬁal members. This last

view is further subdivided into a view of culture as an
organizational variable, and culture &s a metaphor

{Smircich, 1283). This is illustrated in Figure 3.4,
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' Figure 3.4
views of corporate cuiture

 (Adapted from Smircich, 1983)
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The notion that organizational oultures affect
organizational performance has been explored by authors
who investigated the "strong culturs" hypothesia'(ouchi,
1981; Peters and Waterman 1982; Deal and Kennady, 1882;
Dennison, 1984). Saffold (1988) has proposed that
attention should be given to the appropridte measures of
the impact of culture, such as Louis’ (1985) concept of
cultural penetration, the use of contextusl analysis and
attention £o muitiple causal interactione. Examples are

CCclark’s (1980) hypothesis that organizations that relate

to multiple external constituencies may be more
effective if they have a socially diverse rather than
highly cohesive oulture, and Zchein’s (1984) proposition
that strong cultures may be appropriate for young
organizations, whereas older organizations may do better
with a weaker culture. :

The oultures of professional service organizations are
undoubtaedly similar in thelr basiv professionadl dervice
ethics, but intra-profession and inker-profession
variations may occur, as the group norms, values and
attitudes influence each individual profession, industry
and organization, Another vontingency mmy be the stage
of development of the organization and the type of
leadership. McGoldrick’s (1984) account of the sulture
of an investment bank confirmed the importance of the

atrength of the oculture.

Maister (1984) has described one type of asuccessful
professional filrm, the “one-firm f£irm", as having
certain characteristics regarding its internal oulture,
its management, leadershilp, human resources polisy and
strategy. This agcount of one type of successiul
professional organlzatlon desoribes the oulture of the
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organization as having the sharod vnlues of loyalty,
teamwork, unselfishness, firm identi“y, pride in the
flrm, long hours, hard work, calient~driven and
downplaying stardom.

Fox: the puxposea of this thesis, thﬁrafore, tha aonuept
of the culture of professional servise organizatlons is
defined as being shared in the minds of its members,
both as underlying assumptions and as cbservable
patterns of behaviour. The soclaiization which takes
placa during the edugatlon of professionals and the
ethlical codes of the professione undoubtedly provide the
underlyling assumptions and contribute to the observable
patterns of bshaviour. Haister’s model is therefore
introduced as one possible set of shared values which
could be found in profassional organizations.

3.2.5 Organizational change

Lawlar et al. (1985) have posed the questlion of whether
one car, do resesrch on organizations without studying -
change. In thelt vlew, good resesrch and shange can be
gald to be mutually exolusive. It i& known that
crganlzationg changa over time and that this ahanqe may
be viewed as eithar a gradual adaptation or avolutionary
change, or as a sudden, revolutlonary discontinuous
change (CGreiner, 1972y Miller-and Friesen, 1880, 1984;
Scott and Bruca, 1987}, '

The population-ecology pevepective of change is that of
. natural selection or "phyletic gradualism (Carrell and
Delacroix, 1982), while the commanity-ecelogy theorists
aan#and that organizatlonal evolutlon ocoours through
episodic rather than gradual change, or "punctuated
equilibriun® (Eldredge and Gould, 18%72). It is also
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sontended ‘that an open envirohmental space, or
ecologlical opportunity, must exist for evelution to taka-
place (A¢tley, 1985). :

Organlzations are also khown te reslst change and tend
to an equilibrium state and maintenance of the status
quo (Mintzhere, 1978; Staw et al., 1981). In the firat.
type of change, logical Ilncremental adaptation is made
‘through what is oalled "single-loop" learning without _
affecting the basic nature of the organizatlon {Flol and
Lyles, 1885; Argyris and Schon, 18772 Quinn, 1878,
1980). These changes have been teymed first-ovder
vhanges (Levy, 19¢8) managed change (Tichy, 1933) or
plannad change (Bennis ot al‘, 1976) .

In contrast ta reattive adaptation, ¢henges Involving
paradigm changes, new frames of reference, deliberate,
explicitly and purposefully devised changes by the
organization members, and changes requiring
ndouble~loop" learning, alter the basic naturs of the
organization. Smith (1982) has ukilized the blological
terms of morphogenusis, to describe the irreversible
change ln tha basic core of an organigation, and
morphustaais, in which changes enaple thinge to look
differant without dhanging the core.

various theories make their cantribution to the concept
‘of the transformation procesg involved in change, and
are summarized by Levy (1986) in ¥igure 3,5: :
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Ilnnmnuﬂancw1&m=ﬂamga:muaﬁs:hrdtﬂkm@ﬂ:dﬁﬂdﬂ.
| - (adapted from Lavy, 1983) |

. The first mection of the figure illustrates the |
development of sclience, as desgribed by Kuhn (1970), in
which normal science experiencas anomalies, crises,
revolution and consequently a new paradigm, In the
sesond sectlon of the figure, catastrophe thaory
{Zaenan, 1976) suggests that discontinuity of aantinuoua'
processes may cause a stoble syatem, confronting an
ingtability threshold, to undergo radical changs,
aulminating in & new structure; and living systems

" theory gontributes tha concept of "nrdér through
Fluctuation® and the theory of dissipative structures
(Prigogine and Stengers, 1984). The third segtlon of the
figure illustrates the analogy of himtorical determinism
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‘as described by Marx (1969), wheraby growing

dissatisfaction with a steady state of affairs
progresses until confllct escalateés, revolution takes -
place and eventually a new order results. The f£inal
section dascoribes the ¢reative procaess, where a
discarding of conventional assumptions ocours; there ie
A period of preparation and of incubation before
illumination and verification follow (Adams, 1974:
Watzlawick et al., 1974).

The transformation process of second-order change may, -
therefore, be seen as a process of "unfreezing, moving

and refreezing® the organizatlon into & hew “gestalt"
(Lewin, 1983) ~ a provess which reguires qualitative
changes in context rather than content, changes in
effectiveness rather than efficiency and in all aspecte

of organizationsl culture, as opposed to changes in a ;
few components or behaviours. It iz likened to the i
antopoletic systens which are systens capable of

creating and sustaining thswselves, as described by

Jantsch (1980). these systems are capakle of
self-trariscendence. This lnvolves creating or

discovering a new reality beyond the existing paradigm,
and deliberately choosing a reality with new meta-rules.
which suit the orgyanization’s needs (Levy, 1986).

In order to be sble to effect the neceseary processes
deseribed in second-order change, ovganizations must
have the ability to learn, unlearn und relearn (Lawrence

- and Dyer, 1983; Mitroff and Kilmann, 1976 Hedberq,_

2981).,

This requires new organizakional frames of reference
{(Shrivastava and Schneider, undated). Shrivastava and
Mitroff (1983) have identified four menagerial frames of
reference by which organizations may be clasalfied,
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acoording ‘to how they interpret or enact their
environments (Daft and Weick, 1984). These are the
entrepreneurial, bureaucratlc, professional and
political frames of reference, each with a
characteristic set of elements.

In view of the environmental forves which the
professions in South Africa have been experiencing, as
discussed in Chapter 2, this discussion on
organizational change is particularly relevant, since
the discontinuous change precipitated by these forces
has created a hyperturbulent envirorment for
professional fitme in South Africa, and poses a
particular challenge to thelr managemsnt.

3.2,6 Organizational strategy

In spite of volumes of research which.hava baen
generated on the topic of organizational strategy,
congensus op the definition of strategy has not been
achieved. The area has been approached primarily from -
two perspectives, namely economic approaches such ar
those of Porter (1980), which are concerned with the
successful positioning of the orgmnlzation within a
partioular market or industry structure, and _
organizational approaches which rely on institutional
and organizational behaviour observations (Carroll,
1887) . :

Claseic economic theory of the firm suggests that an
 organization has goals which it attempts to achieve and
towards which it moves in & rational manner while
transforming economic inputs and outputs. The
organization alaso has a specifia structure which enables
it to achleve this objactive (McGuire, 1964; Tosi,
1978). This view of strateglc formulation presupposes a
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set of go&is'and the means by which to achieve these
goals, and asaumes that the goals have deliberately been
- selected by the dominant decislnn—makera in the
organization.

Both organizational theory literature (Andrews, 1971)
and indugtrial organization economics literature (Hatten
et al,, 1978) have advanced the concept of a fit bstween
the environmental trends and organizational structure,
with distinctive competences being critical to
organizational effectiveness. A similar matoh has come
from the organizational theory literature (Burhs and
Stalker, 1962; Lawrence and Lorsch, 1867) which suggests
that environmenta) forces impacting on an organization’s
strustures, processes, practices and outoomes, will
wodify the managerial cholce and organizational
effectiveness according y. - Hintﬁherq (1978) likewise
distinguishes between strategies which have been
deliberately planned in advance and stratagies which
have emerged as a result of interactions of the membera
of the organization with the strategic plan, or
unintended strategies which have developed as a
consequence of the impact of oxganizational ox
environmental forces, without overt planning.

Mintzberg further posits that-tha'nbtion"of°atratégy'aa
a gingle integr:ted pattern of devisions common to
organizatlions ia modifiad in the professional
bureaucracy, since each professional establishes hig own
network of close cllent relationships and loose working
- relationships with his colleagues. Each professional
within the professional organization thercfore creates .
his own strategy for his particular client base.

For the purposes of this research the zbove approsaches
are once again not regarded as mutually exclusive. The
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. strategic ‘cholce of the dominant cealition may play a
strongly determining role in setting the intended
strategies of professional service organizations,
resuiting in a certain stance in the merket-place.

However, environmental foroces may modify the
organlzation and dellberstaly inteéndsd strategy and
significantly influence the strategic outcome or
realized strategy.

A distinction is almo made between corporate-level

_ strategies, business-level styategles and

- functional~lavel strategies, In this research the accent
" will be on business-level strategies, which are
concerned with the cholce of how to compete within a
gpecific industry structure in terms of product or
gervice lines, market segmeénte, organizational form,
systems and manpower requiraments.

3.2.7 Contributions from the theories bf'ahrate@ic
‘typologies to the theoretical wodal

Porter (1980) has. propcsed a generic stratagic _ _
typology; which he has stated is equally applicable to

- manufacturing and service industries. This typology
consists of three alternative mutually exclusive types,
namely cost-leadership, differentiation and foous
stratagles. '

The coat-leadership, or low-vest producer type, with
agecent on produckivity and cost control, is :
characterized by scale facilities, tight cost cantrol,
avoldance of marginal accounts, minimin R & R, minimum
advertising and high relative warket share, The
differentiation strategy, with accent on brand image,
‘service or technology, is characterized by quslity,
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innovation, unigue service, higher price, customer

‘service, technology, lower market share and higher

marketing expense, In the third type of strategy .

_proposted by Porter, the focus strategy, elther of the

above strategic types is focused on a specific _
gnographic market, a speczfic client group or a specifio
sarvice,

porter has further described the causes of fragmented

industries, and the possible methods of overcoming and
coping with fragmentation, such as formula facilities,

. increased value added, forward integration, and a

predominance of the various types of specialization
included in the foous type of strategy, Thism aspect of
the low-cost producer is modified to allow for parther

‘productivikty and efficiency, through gearing achieved by

technology or low staff/partner ratio, and scale
facilitias through greater distribution via number of
brannmh outlets, - -

although the Porter model has recently been subjected to
some criticism (Chrisman et al., 19887 Murray, 1988;
Hiil, 1988); and although a new agenda for management in
the 19905 has been proposed which guestions the concept
of generic strategies, as has heen described above

. (Hamel, 1988: Hamel and Prahalad, 1989), this_mbdel_wil;.

navertheless be used as the anchor of the proposed
typology for professicnal firms, since 1t has been based
on well~iresearched and documented concepts {Bain, 1968}
Mason, 1939) -

Another landmerk strateglc typology is that of Niles

and Snow (1978), who propesed a typology of four

strategie types, pased on the rate of cnange in thae-

products or markets of an organization, or the degree of

risk taken by the organization in ite strategic choice.
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The type which they called the proéﬁector is that in
vhich the organization searches for new opportunities

- and experiments with potential responses to

envirommental change. This type is often the creator of
change, taking the highest risk, by prospecting new

markets and being the innovator in products or services.
Such organizations are usually not completely efficient.
The second type is the analyser, the organization which

- fivst examines the success of the prospector in its
‘pioneering efforts before venturing into new markets,

products or services. It operates in two market domains,
one relatively stable and one changing. The third

strategic type ls that of the defender, the nrganization

which defends its antrenched position and does not
venture into new markets, products or services sasily.
These organlzations are committed to stability and
efficiency, control secure niches in their industries,
and cdmpete on price, qQality, delivery or service.
Miles and Snow also describe a fourth type, that of the
reactor, the type of organization which is not as
successful as any one of the other *hree types and which
reacts to developments in the market-p;ace, rather 1ike
a late adopter.

The deragulation of the profess;ons has been mentioned
in Chapter 2. The proceas of deregulation of any
industry presants a riew environmantal challenge, and
changes the structure of the industry in which the fa
compete which may influence the strategic stance

‘described in Porter’s cconomic model. Bleeke (1983)

has suggested that three developments arise within an
industry following deregulation, namely the '
proliferation of new product or service combinations,

the arrival of new low-cost producers and the
intensified introduction of new technology. In the farat'
devalopment, complex product or ae:vica comblinatione
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prevlously sold as a package, become "unbundled®,
allowing greater customizlng of client needs. Where
prices and services were both relatively uniform and
undifferentiated under regulation, deregulation removes
the restraints on price and service competition,

~ broadens the range of services and allows a greater
variety of trade-offs of both price and service
standards. Under regulation prices are insensitive and

- structural costs are bullt up over years. However in the

' second development new low-cost competitors enter the
 industry, competing for price sensitive clients. New
entrants of this type-add capacity and drive prices

down. In the third development technologles are
generally used to attract clients through providing
better service in a regulated industry, and little use
is made of technology to reduce cost. However, increased
competition accelerates che application of cost
reduction and service technologies.

The above whanges have a wajor impact on the economic
profile of an industry, and five conseguances of
derequlation result, namely excess capacity is
introduced or increased, price competition develops in -
profitable markets, cost-cutting programmes develop,
divergence in profitability between firms widens, and,
finally, wany firme need to invest heavily in
technology.

From these considerations, Bleeke develops four
strategic- types subsequent to daregulation, with tha
folwwing structures as lllustrated In Ffigure 3.6
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HOW TO COMPETE

Figure 3, s

Cbmpetitive repositioning atts: deraqulation¢
(Source. Bleeke, 1583)

The flrst type covars hational-distribution companies,

- which have a full line of differentiated produots or

" gservices across a broad gecgraphic ared, and their systems
and operations have been upgraded and integrated ou a
national basis. They have relisd on internal growth, rathex
than expansion by acquisition and have also built up their
marketing capabilities.

The second type are low-cost producers., This type generally
congists of new entrants to the industry, These firms take
business from established firms, offer a narrower range of
services at lower prices and thus may replicate the low
cost system in selected new markets.
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- %ae third’ type ia the spaciality firm, and consiste of
 those firms wh;ch could not maintain their Type 1 idertity,
and consegquently gwetreat to gpecific market or service
needs with new high fee services. Thay identify new service
or client segments and grow through aggressive targeted
conpetition. '

The fourth type are the community firms, and &are thoee
which are characterised by providing a broad service line
in a specific geographic area, and consequently have high
local client leyalty. -

Their pricing is acourate and there is evidence of
increased productivity and cost cutting. They undertake
joint ventures and éxpansion into markets vacated by larger
firms. There is a high personal gervice content and these
firme maintain a 1ong~tarm perspective.

- The organizational characteristics of these four types are
given ag indicated in Flgure 3.7:
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Oreanizationn) charackmristics of fonr strategic types
(Bleeke, 1983) /

One may deduce that the above typology may well ba
applicable to the professiona following desregulation and
inereased aompetition from "non-professional® firms.
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. Howaver, it must be'pointed-dut that the Type 2 firms are

described as new entrants in the market-place, and may
constitute "nonh~professional’ organizationa which operate
in the mame market. Tha other tliree types are used as
gontributing elements in the subsequent modal to ba
axaninsd empiriqally.

Schmahnér~(1986) has proposed that service industries in
general may survive and prosper by becoming less
labour-intensive, with le=s customization and lass elient
interaction, He states that professional services mey also
move in this direction as a conssguence of the impact of
tachnology, the need for speciallization and, thus, less
customization. He emphasizes that successful firms may
maintsin high labour intensity and customization and olient
interaction, wnich tends to gorrespond with a o
differentiation type of strategy. These two alternatives
suggest, therafore, a corrempondence with the types in the
Porter model, where lower labour inkensity and less '
customization and more speciallzation occurs in the
cost-leadership type strategy, and the higher customization

ané intermction, with high labour intensity, ‘ooours in the
: differentiation type of stratagy.x

From his personal experianqa as a consultant, Hniatar _
(1988) has described one type of muccassiul prafaasional
firm, the Yone-firm £irm®, as Having certaln
charasteristics regarding its internal culture, its
managenent, leadership, human resources pelicy ang a
‘strrtegy which corresponds to a diffarentiztien and Socus

gtrategy. The culture of the partners of such ar archetype

la desorived as exhiblting loyalty, good teamwork,
unselfishness, a £irm identity, a pride in the firm, long
hourd of work, being olient driven and dewnplaying stardom.
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A culture ‘of elitism le fostered through high standards.
of recruiting, with intensive training and constant
evaluation. Challenging assignments are given early and
rewards tied to gollective results.

The human resource strategy of this archetype is to grow
its own staff rather than buy them and also to retain
the staflf. The strategy of the archetype is one of
_anntrolled growth through selactive businese pursuits
ard a homogeneous client basa, with the avoidance of
merygers. The strategy also involves tlie firm’s being
aggressive marketers, investing heavily in R & D and

.retaining its staff. The management of such a firm is by

congensys, with strong leadership and continuity, with a
culture whioch outlasts the tenure of the leader. The .

above dagseription ig likely to be typical of one type of
strategic/organization/top management beamm avohetype.

according to Shomtack (1987), professional services
are chavacterized by the fact that the process is the
product, and he desoribes processes in verms of their
- compleéxity and divergence. A change Iln either of these
aspects of the service process will lead to strataqic
rapositioning of the #lrm as fo]lows.

 Reduced divergence:s This will lead to uniformity and
reduce costs, indicating a shift to a volume-orianted
positioning, based on economies of scale., This results
in uniform sarvisce quality and gveater sarvice _
- availability, The downside uf thls “ypa of stratagy s
confarmity. snd ipflexibility. This type corresponds to
tha cogt~ lewdership type of Porter, and thess
attributes may therefore ba added to those which
describe the cost-leaderzhip typa.
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Increased ‘divargence: This will lead to greater

'customizatian[_flexibility and higher prices and

corresponds to a niche strategy. This strategy is
diffiouit to control, manage and distribute. It
corresponds to the differentiation type of strategy of
the Porter typology and thase attributes of service
organizations may thereforc also be added to those which
describe this type in the Porter typology.

Reduced complexity: This indicates a specialization
strategy, and resources ars ffocused on a narrower
service offering, Distribution and control are easier.

This corresponds to a foous Lype of stirategy of the

Portat typology.

~Insreased cqmplakity: This indicates a market

penetration strateyy as more services are added or
present ones enhanced. This can improve profitability by

 maximizing reverues from existing clients. Thin incivdes

vertical integration, coalitions and joint vemwiures and
also corresponds to a focus type of strakegy. .

. The abova tnaaratic&l typologies are all Qermdnm to the

development of the integrated medel oomprising éﬁrﬁhe@y;
professional service organizations and top managemant '
team, as will be demonstyated luter.

3.2.8 The interfave hetween oxganizakhion snd .
envizonnent. - ' :

Since the professional organizeticn has a ovitical
interface with ite external environment in the sexvice
producthion procegs, the litersture on this interface is
examined in thils section for its relavance to the
development of the inteygrated model of strategy,
professional organizations and its top management ‘team.
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Pwo schoolg of thought on organizations and their
relationships with their environments have produced
various streams of research on the interface hetween
‘organizations and their environment. Pirstly, in the
deterministic or contingancy'schaol, organizations are
seen to be dependent on, and resctive to, changes in the
envirenment (Dill, 2958(il); Emery and Trist, 1965;

. Lawrence and Lorich, 1%67; Parraow, 1967 Thompson, 1267:
and Duncan, 1972).'Seanﬂdiy,'in the inkerpretive school,
which incindes the concept of menagerial choice, the
environment is considered to be enacted and created by
members of the organization. This school is represented
by Weick (1969), child {1972) and Montanari (1978).

Both of these schooly tend to define the enviromment in
terms of the organization as the focal point and to _
‘perceive the relationship between the organizat..n and
its enviranment in the context of the.level of raesources
and sources of uncertainty (Bourgaais and Bingh, 1983,
Dasa, 1987) .

An intaractive view of the adsptation process in B
organizations, which gonbines the stratagic cholce with _
the natural selection perspectives in a typology of _
organizaticnal populations, has been proposed, and the
types of strategic options which would be Pound in each
type, have besn sugyested as a dynamic eguilibrium
attained between organisations and their environments
{Hrebiniak and Joyova, 1985} Thig is illuskrated below
in Figurse 3.8:
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Figure 3.8

Pypalogy of arganizations accarding
to strategy and environament

. The first quadrant of this model represents hivh .
environmental determination with low strategic choice -
and 1llustrates organizations working undér perfectly
compevsitive markets with limited options. This guadrant
rreesents the assumptions underlying the population -
ecoLody model, with a natural selaction approach to
adsvtation, This segment would include small )
organizations selling commodity-type products and large
ovganizations with undifferentiated services, with low
entry and exit barriers, and no way of achieving &
lasting competitive advantage. The Etrategias found in
this guadrant are those of ‘the cost-lsadership type of
Porter’s typology, or the defender type of Miles and
Snow’s typology.
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The second quadrant raepresents high environmental
drtermination with high strategic choice, where
differentiated choice has been made and adaptation is
within environmental constraints. Thie represents the
situation of large organizations in highly regulated
industries, Differentiated or focused niches may be
chosen within the constraints through advertising,
lobbying and marketing., The highly regulated nature of
the industries in this qua.cant suggests that
professional organizatricns may well "o found in _
significant numbers in this quadrant. This represents
the differentistion and focua strategles of the Porter
ty;;ology . OF analyser stratagy of the Miles and Snow
typology. :

The third quadrant represents low environmental _
determination and high strategic choive, with adaptation.
by design. Differentiated or fooused choice may bs made.
Oryanigations in this situation enjoy power over others
in their task environment, and innovationa and proactive '
hehaviour are gasier. Thay also raprassnt -
differentiation and focus strategies of the Porter
typology, but ars the prospector types of the Miles and
Snow tynology. This guadrant represents the position of
nany professional firms prior to greater enuvironmental
determination. Some professiopal organizations may fall
inte this type of situation by virtue of their having
been prosctive enough to sustain a high cholce ox niche
position in the face of inareasing environmental
detarminaticn.
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‘The fourth guadrant represents low environmental
determination and low strategic choice. These
~ ‘okganizations work under placid environmental conditions.
and thelr strategies appear %o be of the unstable
reactor type with no clear membership of any strategic
group. It is possible that some professional :
organizations may well fall into this group.

There have also been attempts to redefine the
relationship between organization and enviromment by
moving from this individual organizational level, and
the business and corporate leval strategies of this
perspective, towards the population-ecological
perspective of organizations and their
interdependencies, or the level of industries and
tisrkets, and the collective strategies (Thorelli, 1977;
Welck, 1969; Hanhan and Preeman, 1977, 1984} Psnnings,
1976; Perrow, 1979: Fombrun and Astley, 1983): Within
the population-ecology perspective, the notion of open
anvirorimental space draws attentlon to the receptivity
of environments %o accommodate organizational forms in a
‘process of enactment, This contradicts the argument that
niche constraints pre-exist in enviromments and are :
filled by organizations and suggests that organizational
varishility becomes the certral dynamic of change
(Astlay, 1888). :

The analogy between organizational science.and
blological science has beén extended to include the
community~ecology perspective, and a discussion of the
central issues of structural inertia, species definition
and environmental selection in the birth, adaptation,
growth and long-term survival of organizations has been
made by Carroll (1984), Astley (1988), Betton and Dess
(1g@5), and Baard and Dess (1988).
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-Central o both the populatioh-ecology model and the
gontingency theorists’ model is the concept of a
‘successful alignment or "L£itY between organjzations and
their environments (Katz and Kahn, 1966; Thompson, 1967
Chandlexr, 1962; Chakravarthy, 1982); and a conceptual
typology of Y£it", proposed by Vetikatraman and Cami’ .us
{1984), has classified the schools of thought on the

. soncept according to the conceptualization and domain of
. the £it. However the subject of the environments of
organizations is conceived, it is acknowledged that

. different: types of environmente may exist (Ewery and
Triet, 1965; McCann and Selsky, 1984), and that

_ different patterns of Ranagoment. methods may be
appropriate for different environments (Burns and
Stalker, 1962). Cartainly envirenments may change, and
‘there may be differencées between the ~ctual and _
perceived environment (Downey et al., 1975} and between
~ the perceptions of the same envirorment by different

- menbers of the organization (Starbuck, 1976).

Environmental uncertainty appears o be the most salient
‘and all-encompassing attribute of the environment, and-
the perception of the uncertainty in the environment by
the managers of the organizations will, therefore,
influence their strategic decision-making. Jn support of
the interpretive perspactiva which states that strategic
cholce has an influence on the relationship hetween '
organization and its envirormeny, the perceptions of the
. environment by the management of the organization, and
' the measurement of that uncertajnty, have provoked
numerous ressarch dirsctions (Lawrence and Lorsch, 19677
Duncan, 1972; Downey and Ireland, 1979; Snyder and
Glueck, 1982; Downey and Sloocum, 1975).
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Milliken (1587) has proposed that there are three types
of wnvironmental uncertainty ~ state uncertainty, effect’
uncertainty and response uncertainty - which may be the
reason for the discrepancies experienced in the attempts
to measure this construct.

Certain members of tha organization have
boundary~spanning roles, whereby they gather, select.
filter and process information and other inputs and
outputs between the organization and the environment,
frequently to result in innovation and changs within the
‘organization (Aldrich and Herker, 1977; Laifer and
Delbecq,-lQTS).'These hoﬂndary-opanners are attributed -
power in proportion to the luvel of importance of the
information to organizatiénal survival, Boundary~
spanning activity is seen as an intervening variable
between organizational structure and perceived
environmental uncertainty, and has been ghown to
increage with an inoreasing degree of orgenizational
systen openﬁoss (Lelfer and Huber, 1977). The ahi;ity to-
cope with the perceived uncertainty is also a source of
power for these members of the organization (Hambrick,
1881y Cogan, 1971). Since professional service

- organizations have open systams with client _
organizations, as well as organlc structuree, it ls
evpected that 5 high degree of: boundarywspanninq
behaviour will ogcur,

Onoe management has acknowledged the uncertainty, the
ability to manage this uncertainty constitutes the
central task of sugcessful mahagement of the
organization. Various methods, hoth intra-organizational
and inter-organizational, have been usod to reduce tne
uncextainty. : :
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. Intra~orgdni zationtl strategies, which use the
organization as the focal peoint, and which the
organization uges internally to ninimize excess demand
and protect lts technical core from uncertainty, include
buffering, emosthing, foracasting and rationing.
Buffering may ba accomplished through building up
inventories of both stock and human resources, €.g.,
professional organizations may amploy or retain excess
staff during a recession. Smoothing is a technique which
sttempts to reduce the impact of fluctuations in a
ayclical industry, e.g., a legal firm may offer both
nerger and acguisition servxcea as well as liquldatlon
gervices. By accurately forecastinq demard orqanizations
 pafr plan ahead and minimize uncertainty, &.4, &an
‘engineaering firm may plan to: gain certain cnntracts.

- Excess demand is managed by ¥ationing the supply
situation, e.g., a medical practitioner may be availab1e7
Eor oonsultatlon only at- certaln hours.

Inter-organizational atrataqies are those in whivh the
population~gcology model and inter-organizational
networks model predominate, and where the organization--
seeks £o reduce uncertainty by o;ntrolling the o
organization on which it depends. The following types
illustrate the concept. Thiough contractirng, a lLong-term
fixed contract to supply certain goods and services .may
reduce either input or output uncertainty, e.g., a .
conetruction project for an engineering firm to build a
road or bridge which will take & number of years o
complete, allows it o plan ahead.

Advertising may coreate a parception of uniguenwss of a
product or service in the minds of clients or potential
clients, theraby reduding:uncertainty. Thia technique
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has not yet been fully exploited by professional
organizarions, since the previously-mentioned technigues
have proved tv be sufficlent. :

Another altesnative which is open o organizations in
order to reduce uncertainty is a uhift of the domain

or niche through divestment or d\versification, or
moving to a complstaly riew markot position. This option
has been ubilized by many professional firms such as
accounting, engineering and quantity surveying £irme who
have diversified into related and mrelated areas
(Robbins, 1983), -

Various forms of strateglc alllancves,; networksz, joint
venturas &nd other forms of co-operative strategias
which reduce perceived ernvironmentul uncertainty may
also he utilized to reduce uwncertainty, This option has
received some attention from strategy researchers .n the
past few years (Thorelli, 19836; Gerlach, 1987; Powall,
1987; Harrigan, 1988; Ohmae, 1382), Although much of the
literature has concentrated on overseas expansion of an
 organization’s dopain, the use of these options has been
- glted as being particularly relevant in service
industrios, where technology transfer and information
~ exchange are involved (Thorelll, 1986), and particularly
graft and p*cfessional service organizations (Powell,
1287y,

Joint ventures are seen as transitional strategles,
found in dereguleted indugtries with blurred boundaries,
and may be of a non-aquity sbaring natute in
paople~intenalve knowlddge industries, in orxder to
restriot personnel o one generatlon of knowledge per
agreement (Harrigan, 1988). However, other authors have
questioned the transitinnal nature of thege types of
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options, and positad the development of .a new

‘organizational form {Powell, 1987)

Examples of this hype of uncertainty reducing mechanism
are co-opting, coalescing and third party solieciting. Ih
the co-opting procese an individual or organization in
the environment which poses a threat to the stablliity of
the organization may ba co~opted to the board of

Adlyectors of the organization, or vice versai a.d., tha

partner of an accounting firm may act on the board of a
noh~client company, and in this way gain a modicum of

control over it.

noalescing, on the other hand, includes various Porms of

horizontal collusion such as price £luing, domain choice
agreements, mergers, joint ventures and other

 reciprocity agraements, both overt or covert. This ia
‘seen in professionzl firms as, for example, joint B
rantures bekween two architectural firms, or consortliums

.« engineering firms: and in a tomporary arrangemeht,
such as preparation for s listing, between legal,
acecounting, stockbroking and merchant banking firms,
Third party soliciting includes sll forms of lobbying,
profassional associations, mtate control boards, eto. It
has béen suggested before that professional regulation
is not nacessarily done in the public interest, but has
been used to retain rionopoly power and, thus, reduce '
uncertaincy.

In view of the cbvicus environmental chsages which
professional £firms have heen experiencing, the responses
to these environmental changes and the methods of
dealing with the uncertainties detailed above are very
relavant, The extent to which professional firms embrave
the environnment and co-opt their client companies are
further contingent factors in their ability to manage
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their uncertainty and certainly any model of
professional organizational archetypes must inelude
aspects of the interface between organizations and their
‘environment. ' : | -

The interface between professional service ovganizations
and their environment 1g theresflore tonceptualized in
terms of the population-écology model, with the. '
organization variability enacting its enviromment.
Characteristios of the top management team, their
perceptions of both the internal and external
environment of their organizations, &8 well =e the
perceptions of the organization by other populations
such as oclients and other stakeholders in tha
organization’s environment, are considered in this
exitical interfacs, '

3.2.9 The top management team

the choloa of appropriate gtrategies, methods used to
reduce uncartainty and manage the changing envirenmental
oircumstances, undoubtedly lles with the dominant
coalition (Cyert and March, 1963), or top management
team (TMT) of any organization. Although there has baen .
some scepticism frem soclologlsts and psychologists as
to whether leadership matters (Bass, 1981; Lieberson and
OfConnor, 19727 Salancik and Preffer, 1977), and whether
" other factors have a greater impact on crganizationsl
effectiveness (Hannan and Freeman, 1977), there have
bean a number of studies which have concernad thamselves
with the linkage between organizational leaders and
strategies. Thess have varied between thase which have '
focused on managers as genaral managevs (Mlatzbexd,

19737 Kotker, 1982; Hambrick and Mason, 1984);: ag
leaders (Selznick. 1957; Argyris, 1976): as
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'entreprenéurs (McLalland, 1965; Brockhaus, 1980)f as
declsion-makers (Simon, 1960); and as gamesmen (Macooby,
1976).

a)  Characteristics of the top management teanm

gince the structure of professicnal service .
organizations is generally f£lat and organic, with

. loosely coupled systeas internally and with opan systens
aoupling with their clients, the characteristics of
 those members of the organization with boundary~-
spanning and decision-making functions become an
important consideration. Some stwiies have concantrated
on the beshaviour of meanagers (what general satiagers dao),
rether than the characteristics of wmanagers (what
general mangers are) (Leontiades, 1982; Wissena et al.,
1980). The latter studies have suggested that genaral
nanggers should have certain characteristics which fit a
specific strategy.

Miller et al. (1982), Gupta and Govindakajan (1934)'and_
Gupta (1984) have suggested certain personality
characteristics of the TMT and their linkages to
spacifie mtrateglies and thelr impact on organizational
effectiveness, Hambrick and Mason (1984) have onge agailn
-emphasized the dichotomy of approaches between
soclologists and peychologists, and between
gbrategically-oriented and economically-oxiented
regeanchers, but have taken the view that top axecutives
do matter, and, basing thelr stndy on Child’s (1972)
ﬁtrategic choica paradligm, have propused that under
conditions of bounded rationality selective perceptlony
and values will influence the strategle choice deaiaion,
They developad a nusber of propositions which relata to
age, funcotional track, otheyr carger experiences,
aducation, soolv~sconomic background, finsnclal
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- background and group hetercgemeity. .. "Upper
- achelons" model, which is used as a contributing theory

to the development of the modsl of archetypes of
professional organizations, further suggests that the
characteristics of the top management team influence the
strategic cholces such as innovation, diversification,
acquisition and strategic alliances. These authors
further contend that the interaction of these
characteristios with the ovganization will also
inevitably influence the effectiveness of the
organigation, as reflected in its growth, morale,

- profitabllity, etc. The testing of some of thesa

propeaitions will be an inevitable outcome of the
research process, however which specific propositions:
emerge as relevant to this research will only bacome.
alear on complation of the process.

B} Perceptions

' one of the basic concepts contalined in child’s (1972)

paradigm of or alzatjonal choice ls that of the
collective perc . .ons of the environment by the top
management team, or upper echelons of the organ! tion.
Different pecple perceive things or paople differantly,
asgording to personal values, past and present
experience and motivational state. This may result in
distorted perception. Perceptions may also further be
infinenced by needs or fears and selective perception
nay ocour whereby ona will percelive what ona wants to
peraaive.

The environmeat was sonceptualized by Duncan (1972) as
conaleting of Ya totallity of physical and social faotors
that are taken directly inte congidsration in the
decision-making behaviour of individuals in the

‘organization®, According to this definition a

R
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distincotion ig made hetween the imternal environment,
within the boundaries of the organization, and the
extarnal environment, outside the organization. He
identified five mectors of the enviromment for
Industrial organizatlons and emphasized that different
exbernal environments may vary for other types of
organizations. '

©) . Values

The concept of corporate culture has been described as
complex and difficult to define in a previous sector
 (Kilmamn et al., 1985; Lorssh, 1986), but according to
Wiener (19%8) most researwhers agree that shared values,
or an organizational value system, constitute a key

- element in the definitlon of corporate oulture and alsoc
provides a narrower fotus of culture than the bromder
view as propesed by anthropologists (Gregory, 1983:
Smircich, 1983); Value systems may offer a unique
‘meaning and perspective to the understanding of
orgatiizational phenomena, and not just dot as a proxy
Eor arganizational culture. - .

Thers are distinct differenceé between values, beliefs

and attitudes. Rockeach (1973) developed a scale to
measire values und also nade a distinction betwsen.
instrumental values and terminal values. His research

proved the distinct differences batween value systems of

pecple of different ocoupations mnd profassions. '

The scale developed by Rockemch to measure values has
been used by Rub et al, (1975), together with other
background factors, as an lndicatlion of jok invelvement,
and by Phelpe (1982) to examine the relationship hetween
executivas’ personal valuet and their melection of
corporate strategy. However, the differences in value

AW N

Y
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systems between professions, as indicated by Rockeach,
_have not been linked to the selection of corporate
strategy. cuth and Tagiuri (19685) used the Personal
Value Scale as developed by Allport et al. (1960) to
ghow that strategic cholces arve divtated by personal
values. England (1967) maintained that a personal value
- gystem was a relatively pérmanent perceptual framework
which shaped and influenced the general nature of

individual behaviour, This was proved by Lusk and oliver

(1374), who found that personal values remainad .
relatively stable over time and by HoCstede (1980), who
illustrated differences in values between different
countries.

Wiener (1988) Mas suggested a typology of four valus .
systeme und their implications for orxganizatlonal
effectivenens, based on the foous of values and the
source of values, These are functional- traditionalist,
functional~ charismatic, slitist-traditional and

~ elitist-charismatic. Not all types ars stable, but the .
elitist~traditional type is one which sustains a stabla,

long-texm elitlst aimension. Legal £irms and management
gonsultine firme (and présumably other professional - -
firms), are the types of organi.zation whzch fall intw
this classification., He algo suggests Lhat
prganizational value syatams may change and evolve aver
time, depending on their siage of davelopmant. Shared
arganizational values may, therefora, be rerardad ag a
usefml focal area of an organization’s culture and may

Be gtable for the elitist-traditienal organizations such

a8 professional organizations. ilowevew, the relationship
between the particular orgsnizational value system and
the choice of a particular stwategy has not yet haen
‘explored within these types of organizations.
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3.2.10 Development of the integrated model
of strategy, proféssional organization
and top management team

It can be seen from the previous sectionsg that the
gtrategic cholee paradigm of Child (19'72) ; e
illustrated in Fig 3.9, links to the organizational
adaptation paradigm of Hrebinisk and Joyce (198%5)
illustrated in Figure 3.8. Tt is my contention therefore
that, according to a systems view, & third contingent '
dimension to that of Hrebinilsk and Joyce existg: certain
managarial profiles will influence the skrategic choices
made by the top management team. There would be an
interplay between the environment and the top management: -
teams, through the latter’s parception of and
intersctions with constituent members of the environment

_ guch as their clients, co~operative organizations, and
conpetitor professional and non~professional
organizations. :

" In other words, it is proposed that the characteristics
of the top management team, whose perceptions of the -
internal and external environment of their organizations
pley a critical rola in their strutegic cholces, add
additional contingendies to the proposed integrated
fodel of strategy snd professionsl organization.

In view of the preceding review and discussion of the
‘Litera* re and the characteristics of profsssional
sepvice organizations as elzborated, I would propose the
following integrated wodel, It is a dynamic intaractiva
system, whereby the strateglo cholves of the top
managament tean inkaract with the organization, ite
strategy, structure and oultura, as well as with certain
menbers of the environment, to produce various
© configurations of orgaalzaticnal effectiveness.
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Systems view of integrated “Gestalt" comprising
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The shaded area surrounding the ?arious interacting
units represetis the integration of strategy,
organlzatinn and the profiles of the top management team
a8 & whole, at times also including those components of
the environment who are closely involved in the service

- production process. These may be clients, other

stakeholders such as contractors, other professional
organizations, or other competitors such as merchant
banks, construction companies or private hospital groups
with whom the professional organization has a

co-operative arrangement, whereby these organizations

bacome temporary members of the professional

 organization,

The Proposed Model

The integrated typology of professional organi:ations,
their strategies and the specific profiles of the top.
mansgement teams which influence their strategic cholce,
is illustrated by the central section of Figure 3.8.
This is elaboraied in detail in the light of the
previous digcussion as_fnilowse

Environmental Determination

ﬁ - High  Low

r g Quadrant 2 Quadr&nt 3
. a _ _
ok g Large, multi- . High risk,
-3 h speclalist .| innovators

g ' .

i

5 _ R _ _

L Quadrant 1 Quadrant 4

D o . .

g w Cost leaders No identity

i

o

n

8

Figure 3, ll

Model of integrated strategy and organization




Chapter 3. 94  Suwvey of the
' - Theoretlcal Literature
& Mndel Development

Cost 1eaders=.Qnadrant 1 has been desoribed by

Hrebiniak and Joyce as corresponding to the cost
ieadersliip type of strategy, operating under perfectly
competitive markets with limited options, and the
standardized type of the Schmenner typology. In terms of
the Shostack modsel, this quadrant will exhibit reduced

- divergence, offering a limited service line. It is
likely that the conditions of competitive markets
~ suggested by Hrbeniak and Joyce may have precluded

professional organizations from membership of this
guadrant in. the past, but it may be possible that some
organlzatlons may well fall into this. group. s '

Larga, mnltimspecialist (differentiated qr-focﬁs):
hocording to the Hyebinlak and Joyce model, Quadrants 2
and 3 were described as being the differentiated and/or
foous type of'strategy of the Portetr typology. Quadrant
2 ig described as containing large organlzations in
regulated industries or organizatibns in multiple
niches, and is prebably also similar to the national
distribution company of the Bleeka typology follewing
dereyulation. This quadrant will alsc contain

‘organizations from the specialist type of the Bleeke o
‘typology, the customized £ypse of the Schmenner typology,
‘and the Maister archetype. It is likely that a number of
‘profegsional organizations will fall into this category.

In terms of the Shostack model, organizations in
Quadrant 2 will exhibit inureaseu divergence of
services, leading to the cugtomization and higher pricea

" which will be found in the differantiated type of

strategy. Organizations in this quadrant may also
exhibit raduced complexity, or the focus type of
gtrategy.
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High risk innovators, (differentiated or foous):
Quadranh 3 contains the nora risk-taking, innovative and
proactive organizations, and represents the prqspacﬁur
type of strategy of the Milées and Snow typology.
Inoreased compiaxity corresponds with a widening of the
service offered to existing clients, a market
penetration strategy. This is likely to be found in
organizatidna in this quadrant. Reduced complexity

'corresponding to a foous type of mtrategy, where
‘specialization ocgtrs, wlll also be found in -
. organizati.ns in this quadrant.

 No identity: Since the fourth gquadrant represents.

organizations without a clearly defined strategy,

organizations =hich way f£all into this guadrant are not

regarded ag having a characteristic "gestalt" of

strategy, organization and top manag.want team. This
dquadrant represents the reactor group of organisations
aceording to the Miles °"d Snow typology. It is knssiblﬁ-]'

that sone prefessional organizatzons nay fall into fhis

category.

on attempting to inteyrate the various, relavant
contributions from the theoretical literature; one thus
finds that thers are three alearly identifiable posisible
options, as indicated by the first three guadrants) pius '
a fourth possible type of organization with ' '
undifferentiatad stratagic, organizational and tup
nairagenent profile.

The above "gestalts" represent the likely optidna which
professional organlzations may take in response to
environmental determination and top management profile
whickh influences strategic choice, und which will -2
empirtcally examined in the researdh.
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3.3 Sacond ressarch objective -
organizational effectiveness

A large proportion of research on organizaticha ard
organizational effectiveness has been undertaken on
large, diversified, puolicly-held companies. In the vase
of privately-held crganizations, of which professional
srganizations arve representative, the lack of accessible

- objective quantitative measures of organizational

effectiveness has precludéd specific research ventures,
which depend on these neasuras, into this type of
orqanization.

The concept of organizaticnal effectiveness has been the
subject of extensive empirical and conceptual
investigation but remains among the most elusive and
controversial in organization theory literature
(Reimann, 1975; Goodman and Pennings, 1977; Dalton et
al., 1980; Lenz, 1981; Steers, 1977).

There appears to have been disagreement as to what -
oriteria and indicators of performance or effectivenaess
ghould be employed, who should set the oriteria or do
the assessing, and what characteristics of orgaunizations
or. other variables should be used (Conholy et al,, 1980} -
Hannza et al., 1976; Child, 1977; Lenz, 1981; Cameron -

and Whetten, 1983). The concept remains & complex and

wultl-dimensional phenomenon and its operationalizatlon
ig inherently difficult. :

A further confusion exists betwean the definitions of
prgahizational performance, organizational effectiveness
and organizational efficiency, with some authors

suggesting that effectiveness plus efficiericy equals
performance, whila others suggest that organizational
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performance focuses on the economic indicators and is a
gubset of organizational effectiveness, which includes

the broader safisfaction of gtakeholdexr expectations and -
societal demands (Chakravarthy, 1986; Mendelow, 1983).

Certainly recent studies have suggested that multiple
factor models, or composite messures of organizational -
effectivéness are more appropriate and present & pmore

 holistic approach to the measurement of the construct

(Bagozzi and Phillips, 1982; Benson, 1974; ¥eats, 1983;

. Chakravarthy, 1986: Dess, 1987; Dess and Robinson, 1984;

Robbins, 1983; MoCormick, 1874).

Robbins  (1283) contends that there has been a movement
towards consensus on the concept and in splte of the
fact that up to thirty different criteria were
identified in the 19608 and 19708 (Campbell, 1977) (no
doubt duye to the diversity of organizations being

studied, and the interest of the evaluators), everyone

has some concept or other and operational definition of
the conetruct. The polioy researcher may choose raturn
on investment, whereas the industrial psychologist may
choosa aemployee satisfaation, asg the ultimate critarion
of effectlveness (Kirchoff, 1977).

For the purposes of this diseertation the holistic

. perspective of organlzational effectivenass is adopted,

while organizational performance is viawed as the _
economlc subset, whether measured by financial or market
wethods o sccounting wethods (Chakravarthy, 1986).

There have baen fdur spproaches to the study of

organizational effectiveness. The approach of Etzione

(1964) assumes that organlzations pursue identifiable
goals and that affeotlveness is a measure of the extent
o which these goals are attained. However, the
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underlying’ assumptions which validate this approach have
caused problems in the exclusive use of the goal
attainment criteria for oryganizational effectiveness.
Such questions as whose goals {only the top management.
team’s goals, or those of ather organizational members
ag well); what goals (short-term or long-term); official
or operative goals (Perrow, 1961); the prioritization of
goals, and by whon; have resulted in a search for
alternative approaches te effectiveness.

In the systems resourcs approach, as proposed Ly
Yuchtman and Seashore (1967), the organization‘s
relationship with its environment is stressed and
effectiveness is defined in terms of its ability to
' secure scarce resources. Where the goal mttainment
approach actentuated output, this approach defines -
effectiveness in terms of input, provess and outbuts. In'
this respect the accent ls on meatis, nok ends, although
Price (1972) has argued thet this is just another
version ¢f the geal attalnment model, where ends goals
are replaced by weans goals, Furthex aritieisms of the
model sre related to the measurement of process
- variables and the issue of whether means matter.

Ther shrategic constituants approach, as suggestad by
Ftiedlander and Pickle (1958), proposes ‘thal -
organizatione are faced with multiple and often

. contlicting expactations or performance oriteria from
soclety and from organizationsl stakeholders in
particular, and the power which %hey may have over the

organization (MacMillan, 19278), This approach intraducas_3'

‘a multi-~dimensional perspective to the concept, similar
to the population-acology perspective of organizations.
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The problems encounterad in this approach relate to the
-dynamic nature of the stakeholder environment and the
conceptual identification and prioritization and
neasurement of the expectations.

The competing values approach is an integrated
framework for assessing organizational affeatlveness,
and in this an attempt has been made to bring togsther
-different approsches to organizational effectiveness,
based on the premiss that the current vaiues of the
various stakeholders and the top management team will
determine what variables should be uged in specific
circungtances in determining organizataonal
effectiveness (Quinn and Rohrbaugh, 1983) . Robbins
(1983) maintains that effectiveness, like beauty, is in
the eye of the beholder and, therefora, contingent on
the perspective taken, involving competing values, '
interests and multipla goals.

Thrae basic Seta of organizational values, which relate
to gtructure and control, means and ands and
organizational focus, have been identified, through
‘which eight calls of a typology of competing
organjzational values can be classifisd (Quinn and
Cameron, 1983), This has posed the question of when each
modal of effectlveness is appropr;ate, and the tentatiVs
answer that the stage of the life aoyole may provide the
contingercy. As with other approaches this approach to
organizational sffectiveness is not without problems,
the main ones being the mccurate identification of the
stage of tha organization’s life cycle, and the lack of
empirical research which valldates the wmodel.

Sehollhawmer and RKuriloff {1979} have suggested that
smell organizations rely on managements’ successful use
- of planning for performance. This dublous wse of the
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unspecified word, "success" to indicate effectiveness or
performance, is common in research into smaller
organizations (Trow, 1961; Chambers and Gold, 1963;
potks, 1877; Smith, 1978). However, this is an
 indiuat:lon of the diffioulty of obtaining more specific
performent:¢ measures.

A$ has beun described in the discussion oh
organizational strategies, Mintzberyg (1978) has
distinguished between strategies which have heen
deliberately planned in advance (intended strategies),
and strategies which have emerged as a result of either .
interactions of the members of the organization with the
strategic plan, or unintended strategiea which have
developed as a consequence of the impact of
~organizational or environmental forces, without overt
planning (realized strategies). I would propose that in.
professional service organizations where the boundaries
include slient organizatlons, the intended strategies
are closely related to the reallzed strategies. A high
correlation between the perceptions of the professional
- service organization of ite strategy and the parcaptions '
of the clients of the same organization will be an
indication of the effectivensss of the organization in
translating its strategy to its stakeholders.

Since sarvicas are intangible, I wauld furthen'arque
that only the parceptlions of the service experience can -
serve as a measurs of the quality of that service, If
one assumes that the elusive concept of the quality of
the service is one measwre of the effectiveness of the
organizatlon in satilsfying strategle stakeholders, then
sopg of the research into the nmeasurement: of this
congept makes a contribution to the strategic
stakeholder approach to organizational effectiveness.
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Parasuraman st al., (1985) have described the importance
of the perceptions of the service relagive to
expectations by strategic stakeholders and have argued
for various measurements, as the following model in
Flgure 3,12 shows.

Determinants of W.OM.| ([Needs | (Experience
Sanﬁcacmmaity : — -
1. Aocens _ _ .
2. Communication |- _ '__.’
' 3. Competence | SQndsa
5. Credibility R
: Parceived|
6. Reliability S Service
7. Responsiveness | o
8, Security | e et
. Percaived :
9, Tangibles . |service Quality —-
10. Understanding/
e the
clignt.

- Figure 3.12'_
- Model of service quallty

(From Parasuraman, Zeithanl and Berry, 1985)
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It has been shown that a strong correlation exists

' between subjective, self-report types of measures, and

objective measures, but that these are not a substitute
for objective measures (Dess, 1984).

‘The evaluation of effectivenesé in professional firme is
notoricusly even more wifficult to establish, sinde such

dimensions as gatisfaction derived from professii mal
work, etc, need to be considered. This view is Purther
gupported by authors such as Cawmpbell (1977), who 1ists
30 different variables which nay contribute to the
organization’s effaectiveness. The first variable he
suggests le “bbtaininq ovarall'ratinga or judgments £rom
persons thought to be knowledgeable about the

'organization on as many ariteria facetgs as passible“

;Other variablas suggeatad_are growth, morale, role ura'

norm congruence (values), evaluations by external
entities, achievement ewphasis, value of hunan

resources, participation and shared influence, training -
- and devalopment influence, staff turncver, confﬂiqt

varsus ogheaion, and etabliilty.

Within these liﬁitationd and suggestions for the
measurement of performance, effectiveness or success of
the privately~held, small firm, the eriteria for
performance or offectiveness of the professional
organizatioss will comprise a composite of measures,
some of which have been suggested from the theoretical
base discussed above and others which will be generated
hy the research process. From he thecretical baae, tha
composite will include the following:
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3

4.

5.

6.

7.

9,
10.
1.

12.

The ' congruence between sélf-image and image'in

' the eyes of clients (i.e., intended strategy -

varsus realized . atrategy, measured by the sum of

‘the differences between the means).

‘fhe vongruence between the image in the eyes of

- elienta and the ileal of the clients (maasured-bY-
‘the sum of the peraeptual gaps between the
means)

guality of service (ﬁeasured by the rating of thé
services provided by the organization, in the

~ eyes of their clients).

The perceptlon of the "success" of the
organization,

7Growth'of the organization.

Morale or job satisfaction. =
cohipsion versus consensus of values.

The perception of stability.

Tha value of human resources.

Training and development.

Participation.

Achievement embhasis.

N
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_-Té the extent that theae_constrﬁcts.to measure tvhe

affectivenass of professional organizations emerge from
the research process, their validity is enhanced
geoarding to the internretive perspective, in that they

represent the perceptions of the realities of the

menbers of these organizations and thelr stakeholders
who at times become organization members during the

. sarvice producticn process.

3.4  Third research objective - industrialization,

post-industrialization and the profassions

The concept of industrial development has been the
subject of considerable literaturs in economic history
{Hamilton, 1970; Gwras, 1969; Harvie, 1971; Ross, 1975}.

' The provess of industrialization is defined by Harvie as

charactérized ky changes in technology (technology,
machinety, sources of power and raw materidls); chandes
in economic organization, in the way such production ie
financed and in the organization of the market it caters -
for: and changes in the industrial structurs, in the

kind and volume of goods and services produced to mest
the demands of society which is itself changing.,

Economic growth and the process of industrialization
have been described by Kerr et al, (1960) as cocurring -
through the diffusion of technology, particularly

* knowledge technology, from countries that are key

oentres of research and devélopmant. The same qnncept is
seen by Whiteley and England (1977) as the process of
transition of a country from an agrarlan society to

forms of social and economi¢ organlzation characterized -
by high levels of resourts consumption, an increased .

~ enphasis on eduoation, and an emphasis on research and
- development activity.
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The sbove 'definition encompasses many of the properties
identified by both Kerr et &l {1960) and by Stinchecombe
(1965}, Whitely and England (1977) listed indicators of

_industrialization as energy consumption, steel

consumption, median level of educational attainment,
percentage of GDP in.aqriculture and in total industrial
activity and research and development expenditurs.

Kerr et al (1960) further propose that as

industrialization proceeds the values of the managers
hacome similar, and_Whitaly and England (1977) showed
that management values were similar in USA and
Australis, but that managers in Eastern countries such
as India, Japan and Korea had different value systens,
although there were gertain values which Japanese
managers sharad with Usa managers.

The process of industrializatlion involves the

utilization of more complex'tachnoldgy, capuble of
ralsing the productivity level and therefore increasing.

_ the welfare. The impact of technology on industrial
structure results in changés in the basic structkurse of

industries, th: division of labour, including the
professionalization of management, the need for
placement and training structures, educational systenms,
stratification systems and a growth in the scala cf '
gociaty (Brown and Harrison, 1978). :

Five new power elites emerge from the process which
controls industrialization. Further, a new value system
is created, based on a higher value being placed on
knowledge, change being valued as progress, soclal
flexibility, a highsr value being placed on achievement
instead of traditional values, and a bellef in the valug
of hard work. This value system id described as the
industrial ethic, and together with the chavacteristics
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of the industrialization process, and the different

‘kypes of elites, will be used to prove that the

profassicns are underg01ng a process af
1nduatr1allzation.

Bell (1976) has contributed to the literature on this
topic by discussing the transition from an industrial to
a pest~industrial scciety, which ie characterized by a
shift from manufacturing activities towards service
activities. (This has been modified by Naisbitt (1982)

. to & shift not only towards service activities but also

towards Llnformation activities.) This shift has resulted
in an increased importance of the knowledge elite in the
stratification of society, with the possession of '

- knowledge increasingly replacing the possession of.

property or political power as the basis for high status
in the soeial structure, Knowledge is further used for
social control and the direction of innovation and
change. .

"What has bacome decisive for the organizatien of

__dec;sions and the direction of change, is the centrality
of theoretical knowletlge -~ the primacy of theory over

empiriciegn, and the codification of knowledge inte
abstract systems of symbols that, as in any axiomatic

gaystem, ¢an be used to illuminate nany and varied aress :

of experience" (Ball, l976) ' o
The pfoponents of this view argue that a new _
intellectual technology is developing with the aid of
computers and information systems; which alters the
division of labour and control of physical technalogy,
management and national economies. The post-industrial

-soclety is chavacterized by tha substitution of an

intellectual technology based on algorithms, for
intuitive judgements based on ideologies and reflecting

= -.—‘., - .. S Tm e e e o . e . Lt WM e ek e e i
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. emotional and expressiva values. The growth of knowledge
also brlngs an awareness of the future and an increased
interest in attempte to plan and forecast the future, as

well as fundamental changes in the central value systems.

- of scciety.

. While the privaté firm remains a dominant institution in

Western economic sociaty, it is increaslng1} glving way
to naw knowledge-based institutions such as
universities, research divisiohs of governments and the
professions, which all express the logic of
‘post-industrialism in thei;-espoﬁsement of knowledge as
a guide to action. A conflict is particularly eyident in
the universities and the professicns where the tension
between the rationality and techhblogical requisites on
the one hand, and'personal aytonomy and self-control on
the other, is particularly acute. A further source of
tension exists between government authorities, who are
the chief providers of fimuacing of research, and the
stated charachterizstics of self-~control and personal
autonoiny (srhwn and Harrisanf 197a)‘ -

The emergence of tesbnalogy is also Been as a dominant
' social force, resiiting in:a change from a society of
exploitation 4o a society of alienation and the
developnent of new social groups with new value systems
motivated by an ethic of sopial service. Since thig is
the ethic espoused by the professions, it represents a
muvement towards the professional ethic, implying
greater competition on this front from '
"non-professional”, knoWledgEurich SQcial groups.

It can therafore be seen that the emerging _
post~industrialism places greater emphasis on knowledge
technologies, and possessors of knowledge such as the
professions, and may well provide the impetus for these

L e I L L T g e mr M et w em Ly s e mie
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knowledge &lites to be revitalized from the mature phase
of evolution, but with the additional rider of increased
compatition £rom "non~professionals®. The unigue,
geaningly-dualistic socio-economic conditions under
which the professions opevate in South africa pose An
additlional challenging dimension to the changing
paradigm. : ' '

3.5 Development of research propositions

‘The preceding three sections discuss and outline the
theoretical background to the three research areas which
were delinested in Chapter 2. Following from each of
these sections, three broad expectations can be induced,
(I call them "expectations" rather than "hypotheses "
for twe regsons. Firstly, as noted earlier in the
chapter, in considering professional organixatidns,ii anm -
traversing largely uncharted terraln; so that the
literature has only been gble to supply me with general
expectations of what my exploratlions of the data may &
uncover, rather than precisely operationalized '
hypotheses to test. Secondly, in involving taxonomies,
or the interplay among several variables, sach
expectation 18 more intricate than m typical |
nypothesis.) I express them in the form of propositions.

Proposition 1

‘Based on the disoussions in Section 3.2, it may be
expected that there will be three claearly identifiable
strateglo/organizational /top management team archetypes
or gestalts applicable to the environmental adaptation
of professional organizations, also of their
effectiveness and the axtent of their industrializarvion.
These will be siwmilar to tha types suggestad by Porter,
Miles and Srow, Bleeke, and Hrebiniak and Joyce, hut
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with the sodifications I have proposed. It is possible _
that a fourth group will be present which does not have
a clearly defined identity, in which gome professional
organizatione may fall. '

Propesition 2

From Section 2.3, one surnmises that the effectiveness of
the ahove archetypes ln professional organizations will
be determined by & number of factors, soma of which are
guggested by the literature and others which will
probably be gerierated by the research process.
Opganizational effectlvensss will combine different
approaches to the estimation of this concept.

Proposition 3

on the strength of Section 3.4, one may anticipate that
the charactaristics of the established azchetypes will
be identifiable with stages in the procesz of _
industrialization as dstined sbove, i.e., a higher value
_placed on knowledge, chkange being valued as progress,
sociel £lexibility, a higher value placed on achievement
instead of traditional values, and a belief in hard
Wwork.
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CHAPYER 4

RESFEARCH DESIGN AND METHODOLOGY

4.1 Philosophical approach to the research

Among philesophers of solence the search for the
foundations of knowledge of a positivist nature has been
represented by, among others, Locke (1961) and Hume
(1985) . However, the feasibility of their search for

. gertainty have been questionsd and srguments for less

rigld adherence to method have been mads by such
philosophers ag Burke (1950), Wittgenstain (1969), Kuhn
(1970), Lakatos (1976), Polunyd (1962) and Rorby (1979},
who likened the search for knowledge by the positivist
philosophera_to vehe triumph of the guest for certainty
over the quest for wisdom", In common to their positions

is an emphasis on the role to the community of enguirars

in validating what counts as Kiowledge. Likewise, _ _
resgsxon on organizations has been stated to be a soclal

provess, as opposed to exercises in technical

rationality (Pettigrew, 1985), with elements of the
artistic and the subjective being spplied in a oraft
provess of individual judgement as opposed to tha:

application of & formal set of technigues and rules, It

follows, am Morgan and Smircich (1980) have noted, that

-1t 18 important to examine the assunptlons regarding tha

nature of knowladge #nd the methods through whick that

knowledye oan be sttained, as well as the
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assunmbtions about the nature of the phenomena being
investigated.

These approachés question the presumption that the only

desirable approach to research is objective und

detached. The notion of an informal, yet patterned-
reflection in actlon being used in the artful inguizy
and menagement of large amounts of information; undex
wncertainty, complexity and uniquenese (as is ofhen
experienced by resaarchers) has been contributed by
sahon (1934) : :

ginoe socisl organizations constitute complex processes,
it is wise to conglder the vurrent debate on vomplexity
(de Beer, 1988), particularly the contention that
rationslity is no longer synonymous with certainty and
probability with lgnorance. Organlzations are also not
seen as static entities but as continuousily undergoing
disorganization and reorganization, rigidity and
decomposition. ' '

It has been stated that the distinguishing feature of

field studles, as opposed to laboratory regearch, is

‘that whatever phenomena are brought to light through the

fleld study type of rasearch process alrsady sxist in
reality, and therefore the proof of thelr existence does
not constitute a gontribution to knowledge. Thig has led
o & onll for more quantitative, empilrical and rigorous
research ofi organizations by some (Schandel and Hofer,

 1879; Schwenk, 1982), as well as the counter arguwent

that research should foous on in~depth field and case
studies, rather than laborstory research, which is maid
to he too artificial and neithur rapresentative of the
real world (Durkheim, 1950), nox appropriate fox sithern
organizational or straveglo manegement research
(Mintzbery, 1977).
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_The need in a newly emerging discipline such as
ptrategle management For the definitlon of the -
approprilata variables, the gemeratlon of hypotheses,
theory building and inductive research, rather than for
hypotheses~testing or deductive researzsh, has been
stressed, and the opinion expressed that laboratory
studies eliminate the very yichness and complexity on
which strategy research is bhased.

:n ﬁny event, the necessity for good methodology has
been emphasized, for the combining of both theory and
-practice in relevant research, and the value of research

- which bears on common sense or "gonventional wisdom®, as
opposed to ressarch which produces counter-intultive,
non~obvious findings (Lawler et al., 1985). Thia view
has been achoed by Mitroff (1985), who ﬁuggesta that
research should strive towards having both academic and
"gtreet Knowledge of organizations, but points out that
this would rnrquive different conceptions of the terme
"eheory® and "lnowledge'.

- 8ince my objective in this thesis is theory building,
the comments by Dubin (1969) regarding tha interaction
between theory and empirical research ate relavant, with
~ %he objective being to test the adeguacy of a qiveﬁ
model and improve on it., The research approach adopted
thavefore accords with the views of Mintzberg (1977) and
Pattigrew (1985) rather than those of Schwenk (1982) and
Schendel and Hofer (1979): it is supported by the '

philosanhical views of Rorty (1979) vathey than thoae of

Popper (1989},
4.2 Research design

The gquestion of how reseaxch in the aréa of strategic
management. should be approached has eliblted



-_'chaptqr 4 - S L " Research Design . &

Hethodalogy

" conelderable debate in organizational literatire

(Anschen ang Guth, 1973; Mintzberg, 1977; Schendel and
Hofer, 1979; Schwenk, 19827 McGrath et al., 1982}. The
usa of gualitative methods to complament guantitative
methods has been encouraged by Harrigan (1983), Jick
(1979) and Astley (1985), amony others.

Further, the importance of an integrated spproach to
strateglc management research has been euphasized by
Jemison (1981) who, among other concepts, stresses the
importance of the cross-~fartilizattlon of research

findings in inter-organizational analysis. The

importance of rigour and relevance, internal validity
and external gdeneralizability, the integration of field

- research and laboratery study, have all been underlined

in actlon research on organizations,

HMiltiple operationalism, consisting of the use of
different methods in different phases £ the research
design, according to the situation, has heen '
recompended. Denzin (1270) has aleo advised the
triangulation of reseaxch mathods, where the use of
complementary methods allows for the compensation of the
weaknass of one method by the strength of the othe¥ as a -
resaarch strategy of cholce, yather than defending the
nerits of one method over another.

In deference to these nany recommendations, the
conaeptual design of thls resesrch process attempted to
integrate multiple aspects and approachea and the gchene

 as outlined in Figure 4.1, was followed,
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Figure 4.3
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In Stage ¥, the exploratory interviews with members of
the reseaxch population and stakeholdars, and the

 content analysis of literature; constitute a preliminary

informal gualiltative approach, as racommended in
maltiple oparaticnalism, In this stage, the realitles of
the research population and their itakeholders are

identified and certain research themes are generated.

In Stage 2, the opinions of Experté in their industry
were used to generate the research population by meang
of a quasi-nelphi tachniqua. :

In Stage 3, the sample design was generated in
accordance with well precedented procedures. in the
literature. The development and testing of the research
instruments in Btege 4 was achieved through Yeth
qualitative methods during the interviews, and through"3
analytical developmant, tasting and rafinin; of the
scales, o

‘In Stage 5, the data collewkcd through qﬁastionnaireé 'ir'

was supplemented through information dathered during thE'
interviews with both partners and clients of
professional organilzatiohs, This represents a classic
case of triangulation, where the coarse~grained
questionnaire data is supplementad with fine~grained
casea atudy and interview material.

aimilarly, stage 6 constituted ancther example of =
triangulation of methodologles, where both the logical
enpiricel analysis of hard data was suppiemented by'tha
qualitatively oriented content analysis of brochures and
the post-coding of interview lnformation.

These stages are elaborated at some langth below.
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4.3

Conitingencies of the vesearch

It is accepted that there is no perfect reééapcn
process, and no matter how =oll conceptualized the

resesrch may he in theory théte are generally exigencies

which result in a variation from the planned ideal,
which results in a compromise between the theoretical
ideal and the practically realizable reality. In this
research, the limitations which were briefly mentioned :
in Chapter 1 are expanded as follows:

. b}

 The number of professions, the number of firms of .
any size, and the geographic scope of tha

research were limited by practical constraints,
including time and cost. Six professions were

chosen and the assumption is made that they would

be representative of other profassions. The issua
of external generallzability is, therefore,
relevant here. Firms with head offives, or with a
considerable presence in the PWV area, were
chosen for the semple frame.

Since professions deal with confidential
sansltive information, there was an

~ understandable reluctance on the part of some

2irms to reveal information about their firms or
to ‘allow the ressarcher to approach cliants, and
the extent of partic:pation and co—operation was,
therefore, imited to the amount of information

transfer which could be effeated within these
~ constraints. The common phenomenon in sooial

research that respondents say what they want the
researcher £o hear, or what they think the
researcher wanbks to know, ls also acknowledged ag
a contingenoy in this category. '
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g . Since profesaiuna'in South Africa'are part of the
highly stressed top leveis of society, the time
and'motivation to participate ln the research is
another limitation to be considered, which
resulted in & less than ideal response in some
cages. The issue of non-response a8 a type of
arror resulting in research blas is discussed in
Chapter 5.

d} Repeatoed calls have baen mads for longitudinal
gtudles of crganisations and thelr strategies.

This was not possible vwing to the constraints of

“time and cost, and consequently the daka
- collection pericd of the research process was

confined t¢ the time frame of April to SepLemhar -

1987, This nlaced limitations on the research, as
has been described, and it congtitutes a
‘ngnapshot" of each orgawization during the
specified time frame, :

4«4 Reaponses to contingencies

' In consideratisn of the above, the research is of

. necessity exploratory in nature, constituting largely a

theory-building exsrcise, in which a theoretical model
developed for professional organizations by analogy with
‘other corganizationg, and with assoulated broad

- propositions rather than precise propositions being
developed and rafined relative Lo the data within the -
conetraints described.

"I'ha multiple operationalism in the research design has
been: described, as has the triangulation of methods. The
researxch was also done on multiple professions which
operate in multiple industries. The vonvept of
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triangulation is therefore extended further to this
gtratified sampling of the universe. Diverse types of
questionnaires which measure the same concept wers used .
ag well as both quantlitative and gqualitative
'methodologies. This approach ko the ressarch oonstitutes
an attempt to achieve the artiul reconciliation of
qualitative and guantitative approaches in empirically
explicating and sophisticating a tentative nodel.

4.5 Research stages

Based on the theoretical expectations for strategy and
professional oxganization zsd for organizational
effectiveness, it was planned that two questionnaires
would be designed which would be used to measure the
concepts generated. 'The first guestionnaire would bé
directed to partnere of the professional organizatlons,
and would measure the quant)fiable. attributes of the _
partners, as well as the perceptions of uncertainty of"
“the environmental couponents which infiuenca thelr
decision-making in thHe professional organization, and
the personal values which are regarded as important for
the partners. This was palled the partner .
questionnaira.

The second instrument, called the image questionnaire,
was des.uned to measure the perceptions of strategy and
professional organization, both by the partners

- themselves, and by their clients and other stakeholders
in the. environment who become "temporary employees"'of
the professional organization during the service
production procass. During the pronaés wf congtrusting-.
these instruments, it became clear that nok all of tie
organizational atfributes which it was degirable to

' measure, had been included in these two questionnaires,

B PR PP N e e e e - . e e e e e
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" and an additional questiopnaire was therefore designed '

which would cover these additional attributes. This was
labelled the strategy and structure questiomnairg.

4.5.1 Stage 1: Generation of reséarah themes

In the {nitisl stages of the research, the najor

relevant themes were idantifiad through a combination of

content analysis of the avallable literature and thre-gh.

exploratory pilot interviews with members of the target
population, i.a. mewbers of the professions, theix

_clients, other stakeholders and academics. Pwenty-five

such intecrviews were conducted in total. Academics from
three diffsrent universities who represented five

different proféssions, and MBA students representing six

: professlons, were included among these 1nterviews. The -
other interviews were condupted with exdoutive’ nemhers '
of the Transvaal Law Society, the Association of B
COnsulting Englneers, the Association of Architects, the

8A Medieal Assoclation, supplters to the nedical
profession, the prasident of the Johannesburg Stock
ExChanqe,'gnd with some cha’ ‘-en or genior partners of
proﬁessional organizations., ' : '

In the exploratory interviews, a non-stiuctured and
informal approach was taken, allowing the respondents to
develop their own arguments, apknowledging the '

gubjective realities of the research population and thus.
increas’'ng the construct validity. Examples of the

research themes which were generated were as follows:

. there had been an increase in the level and intensity of
competition from non-professiondl organizations, profit

margins were declining as costs escalated, and some
professional organizations were regarded by some of

 ‘their colleagues as dispiaying bahaviour hordering on

the unethical in their efforts to sustain profitability

e e h N e e e
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~ while belrg threatened by competition and rzsing costs

from various sources.

Y
These initial interviews dlso generated raferencea to
published documents which were included in the subject
matter fur content analysils. A literisture search of -

- previous empirical ressarch in the area of professlonsl

organizations was Gone with little success. Two theses,
one by Bigler (1982) and the other by Phelps (1582},
were studied in terms of service industries and the link
between mandgerial values and strategls choice, and
theses, articles and books on the marketing of
professional services, both in South Africa and
overseas, were studied (Bobbert, 1985; Wabb, 1882;

- Wilson, 1972; Kotler and Bloom, 1984¢ Gummeson, 1578;

Wittreich, 1966; Jackson, 1983; Moren, 1986; Adelbert,
1982; du Plooy, 1985; Green 1984).

Content analysis is a useful research tool for the
quantification of printed data, and in this instance,
media reports and research papers were used. The contant
caterjories may be chosen on the basis of the nature and
purpose of the research, which assumes that a priori
categorles exist, or by examining tha ducuments for
conmenallties, at the risk of a certaln researcher bias
(Bailey, 1982). Various recording units have been
suggested (the word, the sentence, ths charatter, ths
thame), but for the initlal purpose of concapt
genaraticn, the theme was judged to be most suitable
(Holstl, 1969), From the content analysis, such thewes
were elicited as competition end marketing: the optimal
gearing structure of professional organizetions; the
role of the professions in society; the impact of
technology on the ptofassions: the receptivity of
clients to marketing by thelr consultants.
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4.5.2 S:&ge 2: Population dafinition

Ohoe the research concepts had bean definud, cleariy
delineated and clarified, the population needed to be
defined. Firstly, the choice of professions for
inclusion in the'resaarch was cengidered. 3s has bean
discussed praviously, Bannion (1969) stabted that the
congulting professions could be maid to nave the
characteristics of an intellectual basis, a basig in
private practice, an advisory fungtion, & tradihion of
servica, a representative institute and a code of
conduct. His theals further stated that there wera sound
reasons why the public good regquired that certain

servicas be provided on the eabove basis.

Bennlon classified the consulting profesplions in England
at the time under three broad headings, thoss of health,
rights and property, with the main memberghip of saeh
group as follows: ' ' :

&) Haalth: dentimt, optiqian, pharmaaiat, phyaician, |

gurgann,
‘B) Rights: barrvister, notary, parliamentary agent,

patent agent, solioitox.

B) Property:
a) land & buildinq-* arohitact, ‘auctionesr,
building surveyor, civil engineer, estate agent,
" heating & ventilation engineer, land agent, land
surveyor, landscape Hrohitect, mining engineer,
quantity surveyor, structural engineer, town
planner, valuer.
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b) money & sacurities: acccuntanﬁ, actuary,
~ insurance broker, loss adjuster, mortgage brokex,
stockbroker.
o) chattels: chemlc¢al englneer, mechanical
‘anginesr, naval architect, ship broker, valuar,
vetarinary surgeon.

I used the abuve three categcriea of professions as a
primary stratifying criterion for the selaction of
professions. The professlons chosen for the research
werea from each of the three catedories, as follows: the
physioclan in the health category, the attornay in the
rights category, the acoountant f£rom the noney catagory,
of property. Owing to the close interaction and overlap
between srchitscture, guantity surveying and engineering
in the property industry, firms from all three of these
professlons wers included. Purther, only multi~
Aigciplinary enginesring firms were selected, so that

‘this would include engineers in the chattels category.

This sample of professions represented thrae industries;
namely the business and £ihancial industry, the property
and aanaﬁruction indultry, and the haalth Lndustry,

The cholce of firms was linited te the larger firme
within these six professions, since these were presumud
te be more likely to ba ruint in a formulated

' business-like manner and to have progressed some.way

along the etages of organizational development {Greiner,
1972). In the medical profession this resulted in only
the specialized areas of pathology and radiolegy being
inoluded in the research, sinoe these specializations
ware the only ones where firms of any size were found.



Chapter 4 ' 123 ' Research Design &
’ - Methodology

consuleing engineering firms were restricted to
malticdisciplinary firms, which eliminated firmg which

epucialized in purely civil, elestrical or mechanical

engineering,

The population in each profession was deternined through

the uae of & quasi-Delphi technigque, whereby the

' opinions of “experts", or knowledgeable individuals in

'hha industries in which the profession operated, wers
p~adl, The ['3iphi technique, which is generally

e luted with foreoasting (Dalkey and Helmer, 1963;

van-de Ven and Delbedq, 19747 Wheelright and Makridatis,
1965), is alao used for strategy formulation. Normally
the process involves three to four rounds of consensus
building, but in this instance, where a simplified
nrocedure was required For the purposes of gathering the
opinions of knowledgesble paople in the mpecific -
indnshries, this wasg cdnfinad'tofpne;round,_

The aid df knowledgesbla individuals at the_p:of@ssional |
. assooiations was solicited to mssist in the dritlsal

identification of the m. jor firms. Where dlrectories of
professional firms were available, these ware used as a

refarence point, and the major firms selected from these -

diroctories with the asslatance of the individuals

. mantioned (e.g. Hortors, for the legal profession, the -

directory of the Institute of Architeats for the
architectural profession, the directory of the sa
Agsoclation of Consulting Engineers for the consulting

engineeriny profession, etc.). Where no directory was

present, such as in the medical profession, the opinlons
of suppliers, olients and other gtakeholders were used

ko ayxrive st a list.
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The process of obtaiﬁing expart opinion was repeated -
with a number of other knowledgeable individQuals,
“ineluding the members of the selected fiyms, until a
final list of 96 firme in the six professions was .
obtained for the research population.

This quasi-Delphi type of technique for selection of a
target population has the advantage that, by relying on
the opinion of experts taken independently of each
other, the blas which would cccur if only the
regearcher’s opinion of suitable firms was used is
reduced. ' - -

4.5.3 Stage 3=_Sampla design

Once tha target population for research had besn

agtablished, it was found to be impractical to approach-

the total research population because of ¢osh and time
aqnstraints. Thus a portion of the population was _
‘gampled in order to mske inferences and generalizations
about the total population (Babble, 1975).

Sampling proceduras may be of various types, and £all
into two basic ¢lasses; namely probebility samples,
where aach member of the target population has an equa;
chance of beinq ineluded in the sample, and :
nen-probabllity samples, where the cholce of semnple ls
mede on some subjective basis. Both types of sampling
prccedure weré usad in the research.

3 prohability.sampla af professional firme from each
profession was made, for three raasons: to ensure that
constructsy were generated and used which representad all
 six professions; to aliminate the use of six different
gquestionnsires; and o enhance the possibility of
external validlty and generalizability.
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A proportionate, random stratified sample was _
accordingly sslected from each profession, using &

random number table. Table 4~1 indicates the sampla
drawn from the target population.

Tha advantage af stratification is that the raelatilve
homogeneity of the strata implies that a swmaller
proportion per stratum iy reguired te yield a given
level of accuracy (Bailey, 1982) and ensure lower
sanmpling error (Goode and Hatt, 1952).

Table 4 1

Stratified, random sampla of target population of
professions for generating constructs,

20

PROFESSION - POTAL $ _ SAMPLE %

Acoounting - 15 . 15.6 4 16

Law 24 24.0 5 an

Madiclne : - 1B 15.6 4 - 18

Architecture 20 20,8 8

Quantity : : _

surveying -7 7.3 -3 12
Congsulting : S
Etgineering 15 15.6 4 ‘A6
O'I'&L . . e 1) _ 98.5 25 - _ 100

It will be seen that, in & universe of appropriata
firms, legal firms are rather more numersius and quantity
surveying £irms rather less numerous than the number of -
conecerns in the other four categories. This variation is
acoordingly reflected, though less strongly, in the

- stratified sample. This suggests a bias towards the

legal profession and away from the guantity surveyinq
professions, but this was in proportion to the size of

- the profession and the number of firms judged to be in

the target population. The sample thus has the
advantaga, with regpect to prospective comparlsonsg among
vategories of partners, that no stratum is represented
by less than two companles or by more than five,
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The chairman, managing partner oy senior exeoutive of
these £irms was approached by leftter and requasted to
participate in the research. A follow-up talephﬁne call
was made to confirm the participation, where a postal
reply was not received, and appointments for interviews
made with these leaders of the firms. All twenty five
firms agreed to participate at thie stage, sustaining
the adegquacy of the sample.

Written permission was obtained from the participating
professional firms to approach their clients for the
purpose of establishing the image of the firms.
Understandably, not all the flrms agreed to this, but
some firms co-operated by supplylng lists of clients
from which samples of clients were taken, while some
contacted their clients to regquest thelr assistance,
thereby increasing the 1likelih~od of their co-operation
and participation.

From these lists a data base of clients was built up for
each profession, which was representative ti the
possible client base which the participating firms oould
have. This was used as the sample frame. There was EORe
Quplication, particularly in the property industry, o
‘because of the limited number of major institutional
clients. A frequency count of the client Firns was
carried out to arrive mt a stratified sawple frame for
each profession, with-:he-most freQuaﬁtly mentioned
fiyms forming the top layer, the second wost frequently
mantioned forming the second layer, and the client firms
mentloned only once forming the hase 1ayer.

The sample frame for aach industry wes taated for
adequacy of representation against an external source.
For accounting and legal firms, the sectors of the
Johannesburyg Stosk Exchange Listing and state and
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para-statal organizatione were used. For dlients of the

patholagy and radiclogy firms, the medical sectlons of
the telephone directories of Johannesburg and Pretoria
wera used.

For those firms who agreed to supply client lists, a
. proportionate stratified sample was selacted for the

purpose of intarviews, and secondly for the _
administration of the questionnaires. The numbers of
clients resulting from this procedurs was larger than
the humber yielded by those firms who preferred to

aontact thelr own clients on my behalf. There was thus &

degree of bias away fram the latter.

‘4.5:4 Stage 4: DeVelopmant and testing of ressarch

lnstruments
The research instrumente

As mentioned in Section 4.5, three research instrunents

 were ultimately developed o measure the different

aspects of the model which had been proposed and which
1t was the objective of the research to test, Thesa are
degoribed in more datail here. '

. The partner guestionnaire, Child’s (1972)

atratagic~choice paradign constitutes one of the
dichotomies of the nodel as desoribed in Chapter 3. The
model proposaed by Hambrick and Mason (1984) of the
attributes of the top management team which will
influence theilr strategic cholce, conslsts of such
attributes as age, functional track, tenure in the fixm
and othexr work experience apart from their perseptions
snd values.
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In order to test certain other attributes of the model,
such factors as educational record and time managemsnt
were algo included in the questinnnaire. In this way,_

 the concepts of the socialization process during

education; and the concepts contained in the Maister -
modsl, described in Section 3.2.3, of hard work, olient
contact and marketing would be measured.

The image guestionnaire was developed with the
objective of estimating the perceptions of the image of
the professional organizations by their partners and by
the other stakeholders in the environment. This
questionnaire consisted of elements which would describe
the genaral image of thesie organizations and thair
atrategles, as well as the ratings of specific
professional services provided by the different .
professions. It provided for an evaluatlon of what
clients and other stakeholders expected from an ideal
professional organization, as well as an evalustion of
the perceptions of each of the organizations on the
list, which were known to the olients or stakeholders.

_In this way, the intanded strategy, as defined as the
~ self-perception of partners of their own organization,

could be compared with the realized strategy, defined as

the perception of the professional organization by ltg

stakeholders, Similarly, the expectations of the
professjonal organization could be compared to the
actual perceptions of that organization. The results of
both these comparisons could ba included in the nodel of

_ organizational effectiveness.

- The stratagy and structure questicnnaire was designed

to cover tha other aspects of the theoretical model
which were not already covered Ly the othex two

guestionnalres, It was plannad that only one structure
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and strateégy questionnaire would be sent to ‘each
professional organization, whereas the partner and image

questionnaires would be sent to each partner.

A description of the development and testing of the

. scales which were to be used in the questionnaires, is

given balow. N
Construct generation -

During interviews with the leaders of these firms a
rapport was established by explaining the research

- procedure. This was followed by the semi-structured

interviews to elicit case study material, thae firm‘s
structure, strategy, values and environmental

~ influences. Simple guantitative, non-threatening

questions were asked at the beginning of the intexview,
leading to those requiring more sensitive and lengthy

- responses later (Babble, 1982){ The interview themes

used as a guideline are given in Table 4.2. A complete
interview schedule is attached in Appendix 1. '

Table 4.2

Interview themss

1, 8ize: number of partners, total number of
employees, number on each level _
2. Management team: number, how selected .
3. Geographlc dispersion: number of branches,
. including overseas and international links
4. Diversity: range of services offered
B, Complexity: type of services offared,
diversification, joint ventures
6. Management style :
7. Use of technology

8.  Recent developments in the firm’'s strategy

- aE
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§. - Values of tha firm

0. - Desirable values for partners
11.  Environmental influences

The senior partﬁar or chairman was requested to provide
a l1ist of all current partners and branches to assist in

: confirmlng the address list for questionnaires The .
‘names of other partners were also requested for further

interviews, and additional appnintments nade for
interviews with them, both to confirm the inqumation
glven as well as to elicit the constructs for the image
study. These interviews proved to be very informative
and the senior partrers of the firms were generally
co-operativa, ) '

‘The generation qf'constzucts for use in the image

questionnaire followed the repertory grid technique

(Relly, 1955; Fransella and Bahnister, 1977). In order

to create some simplified order with which to cope with

‘the over-communicatioh of information to which he is
_exposad, a person organizes it into images and reacts or

responds according to these images. The image which a
person has of something depends on his perceptions,
values and past experiences. This view is in accordance
with the interpretive perspective of organizations as’

-propounded Ly Welck (196%).

This technique is désigned to enable one to form
mathematical relationships between copstructs and -
gonstrue social behaviour in a multi-dimensional way. Tt

" has been employed by various researchers to elicit
‘constructs For use in measuring images, and enables

respondents of the barget population to define their own -
perceptions and interpretations of reality which have
neaning for them (Polovin, 1975; Polklnghorne, 1976:
Cogill, 1981; Botha, 1984). - :

B i T T T S o P a4 Wi s ey e T b
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Durind this procedure respondents were presented with =
cards with the names of the firms, three at a time, and
- requested to state in which ways two of the firms
differed from the third firm. This procedure was
continued, using different triasds of firms, until all
combinations of firms had been presented. It was found
that between twenty-three and twenty-five interviews
were necessary in order to make an erjaustive list of
attributes, and since there were twenty-seven lnterviewe
_ with senior partners during whick this procedure was

_ vonducted, this was assumed to be sufficient. A total of
. sixty-two constructs wers generated during these .
interviews, Pigure 4.2 illustrates the technique as well
a8 some of the constructs which were generated. o

TERMI ) [ ERMzZ ] [ FRMA
_ LL:ge _ 'Smaller—‘ S
| FRmM7_] [ FRM4 ] [T TFRMS ]
| ' - _Coml:etent_ -+ Less Gampetenﬁ
['FIRMS_]}”FIle';L' FRM2 ] |
| L K 3
Wide Client Base E . Narrow Client Base
l 'FerMs 1 [ FRM4 ] [ FmMs ]|
Aggressive Marketers Paééi#e Marketers

Plgure 4.2
Illustration of Kelly repertory grid technigue
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. The number of interviews per firm varied between two and
four, according to the size of the firm. In this way
multiple sources were used to arrive at a list of valid
constructs for use in the scales to be congtructed to
measure personal values, components of the environment,
and the image of the firms, as well as the interview
informa tion obtalned relating to other aspects of the
firm.

Development of scales, design and pra~testing of
 questionnaires :

a) -- Partner quaationﬁaire

Based on the suggestion of Hambrick and Mason (1984), &
mixture of guantitative and qualitative data frum the
partners of tha firm who represented the top nanagement
tean wasg used. 8ince some firms had only four partners,
while others had as wany as ninety, it was declded to
ansure consistency by sending questionnaires to all

. partnere of all the Ffirme Simple demographic,
quantitative information was placed at the beginning of
" tha guestionnalre, followed by a ahmrt 1ist of guastions
relating to time management.

4 list consisting of thirtyvfouf gtatements regarding
the environmental components and £ifty statements
regarding the valuas was made, and sixty-seven
regpondents from the sampla of twenty-five firms were
requestad to indicate agreement or disagresement on &
five-point scale (Appendix 2). The response was sixty
outt of gixty-geven, glving & response rate of 89,6 par
cent. for this phaze of the research. The guestlonnaires
were anonyneus and coded by the type of prafession only.



L

' .

Chaphey 4 ' : 133 ' Research Design &
_ _ Mathodology

The distribution of responses between the different
professions is given in Table 4.3 as follows:

- Table 4.3
Digtribution of responses between the professions

Profession No. sent No.recelved % Response
‘Medicineg _ r 5 71
Law 17 17 ' 100
Aocounting 11 9 82
Architecture 1l . 11 100
Quantity : '

gurveying 8 6 .78
Consulting -

engineaering 12 ' - S 93
TOTAL: 67 80 89

In order to arrive at the underlying meaning and reduce
the number of scale items, and thus to construct scales
to meagurs the perceptlons of the environmental
uncertainty and the values of the partners, the
respective matrives consisting of the observations of
the thirty-four environmental items and fifty value
constructs which were geherated during'the interviews,

- were subjected to factor analysis, of the principal

gomponent. variety (The implications of this technique
will be discussed in more detail below).

In this procedurs each item is correlated against all
other ltems and asseased for the overall strength of lts
influence. Varimax rotations were perfovmed to assist in
delineating the underlying concepts. The procedurae also
viaelds a corvelation matrix, which facilitates the '
identification of the underlyiny vomponents (Appendix
3). .
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the principal compohent analysis of the environmental
items produced a golution of thirteen factors with
‘pigenvalues greater than one. This hag been called the
Guttman-Kalser oriterion for the selectlon of the numbey
of factors to retain and has frequently been used.
Cattell’s Scrwee Test, which is a scoree plot of these
eigenvalues values, was done and the vkink* indicsted o
that this was ilndeed a likely cut~off point, ae shown in
Figure 4.3.

o EIGENVALUES

i |--|._1 ; |\|“| 1:.?‘?-1“%7'

0"%'.‘:“-:1 T T ¥ T L] T ; T
0. 8 8. @ 2 B B 2 24 27 30 3
: NUMBEHR
Flgurs 4.3

Seree plot of éiQthalues of perceptions
of environmental uncertainty scale

'-quevex, thirtaen-factcrs would have defled sensihle

concaptual interpretation. Howevaer, the scres piot also
had - "kink" after the third factor, indieating that
there ars three inportant factors underlying the
environmental components, whioch will be confirmed later.
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The imtuitive meanings of these factors were clear from.
the items that loaded onto them, and an adequately
comprehensive but concise scale could be constructed,
using the thlrteéeen lteme concernsd.

There hae been some debate as to which type of scale is
Mmost suitable for the measurement of attitudes (Taylor,
1584}, but it was declded to use the semantic
differential scale as suggested by Osgood et al. (19857),
snd elaborated by Summers (1970) to measure the ' .
‘parceptions of environmental dynamism. I+ has besn found
that the zemantie differential scaling system yields
valid rosults whan used for comparative studies, but
should nol he used as 8 wethod for evaluating a single
antity. Since it is an interval scale, it also lende
itself to more sophisticated statlstical application.
The scale was thus construoted te measuve the '
environmental uncertainty, based on Miles and Stiow

'~ (1978) and Sncw and Hawbrick (1980). This was. placed
after the time management section of the questionnaire.

The initial analysis of the £ifty items dealing with
valueg produced a sixteen factor solution with
sigenvalues grester than one. A scree plot of
slgenvalues against the number of oomponents conflrmed
‘this, but it hag been suggested (Yeomans and Golder,
3982) that this criterion may overstate the number of
common factors in certaln situations. cattell*p soree
fagt plat 15 1llustrated in Appendmx 4,

- From tha acreé plot it cﬁn be seen that there is also a
put=off at nihe eigenvaluea. Howaver, axamination of tha
loading of the variables contained in both the nine and
sixteen factor solutison did not suggest usable
underlying meaning to the vomponents, as is lllustrated

R, B T T et ar g i
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“in the nirve factor solution in Table 4.4 belowf in spite
of further obligue rotations of the factor scores.

This was possibly due to the fact that the numbers of
directors in the gample was not mach larger than the
number of constructs, and also due ﬂo possible
variations in values beitween gectors, between different
professions and between organlzations. For this reason
it was declded that a drastis reduction in the number of
variables at this sthge was not feasible, but that '
 factor analysis at a later stage when the sample size
was greater might reveal factors with more meaning which
weyre common to all profegsions.

) ) Tabla'4p4' o .
Nine factor solution to the 32 iten ﬁnlua sosle

Pactor Description o . Loading .

Nunber - . - , '
1. teamwark_ “0.8309
' happy home lifa 0.7053
bring in woxk = - 4. 7042

nice people _ L7357

2, acadanioc excéilende o *jjn;ﬁaas
set priovitles: S o 0.7845

broad vision o o Th.6428

3. “enjoy a challenge. © D.8d08
- competent. - 0,8188

4.  sensitive . o.78B2
good judgment - © D,9692

5. COMmMON Hense .. S 0.8424

: eye for beauty .. 0.8326 "

6. -ghow initiati“e . 0.7432
moral values : 0.8947

7, dalaegativa 0.9582
8.  upselfish | 0.348)
compaseionate . - 0.7102

0. loyalty o 0.9733
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$o as not "to sxhaust the patilence of the raspondents,
the thirty items with thie highest loadings were chosen
out of the fifty iltems. This number of items would allow
for possible variations of values between professions
and between firms, Two additional values which wera not
highly correlated were included to act as a oheck on the
internal validity of the scale.

In order to measure the values, the value items chosen
wars used to construd. & six-point Likart scale, five of
which were to messure attitude and a zero to allow for
uncertalnty of response. Since this was the wore complex
part of the guastionnaire, it was placed at the end. The
lavel of reliability of these two attitude scales has
been reported to be high (Fishbein and Ajzen, 1975). The
final partner guestionnalre appsars ln Appendix B. .

b) The image questicnnaire

On the presumgtion that the factor analysis of tﬁa :
values scale in the partner questionnaire did not
- provide a ¢lesr solution prﬂbably becanse there were not
snough respondents at this staga, relative to the number -
of variables, the same stricture was assumed to apply '
for the image scale. Simiiarly, therefors, the
_constructs generated through the rapertory_grid - L
~ technlque were subjected to a freguency count procedurs .
to arrive at a final list of items for inclusion in thie
"questibnnaire,-and'thirty-eight of the sixty-two
constructs with the highest count were retained.smhay'
appeared to ba categorlzed into four areas, namely
general image of the firms, leadership, marketinq and
-charactaristics of the partnera.

e S P e S um s tel wm e R e e e k)
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' Three of thess four groups compare with the groups

identified in previous research on the image of firms
(Botha, 1984). A msemantic differential scales was umed
for this questionnaire too, for the same Yeasons as
given above., The uvonstructs were arranged in a random
order with favourablé/uﬁfavourable attributes randomly
distributed hetween left and right-hand poles, in order
t6 reduce any the possibility of a "response set", This
was followed by a section in which respondents were
asked to evaluata the various processes and aspecte of
ench profession’s services on a semantic differential
goale, and to rank those firms which were known
subjectively in orxder of perceived suceéss. Space was -
alse provided for subjectiVe comment.

A list of participating firms-was;included with the
instructions, and respondents were requested to give _
their perceptions of their ldeal firm, as well as their

_perceptions of thelr own £ixms and competitor firms, in.

the case of the profeasional firms, and of their . _
consultant £irms, in the case of clients. In this way ‘a

parcephion of each firm by itself, by its competitors,
and iy its cllents, as well as the ideal for sach

rvoreséion would be generated. Binde the image of the
firms ls sald to be reliable only if neasured relative
to others, this served ss & check on the self-image. The
self-image would reflect the intandad strategy, while
the image by clients would reflect the realized '
strategy. The imdge quastiannairq sppaaxrs wn Appandiz 6.

o) ~ strategy questionnaire

 This questionnaire was designed to elicit additional

ivformation which had not been covered in the other twe |

. quastionnaires, to slaborate on the various aspects of

the firms’ strategy, structure and organizational
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behaviour relative to the thecretical model. In some
instances confirmation of information obtained from the
" image and partner quéstionnaires and from interviews was
achieved., This once more constituted an exampla of &
highly triangulated methodology.

The aspacts of the organization on which information was.

requested, and their relationship to the theoreticsl
model, were as follows. '

.ll

24

8.

Sarvicas - numbcr and type. (This WOuld measurd
the diversity of the services offered, as
described by Shostack, 1987.)

Branches - mumber and distribution., (This would
give an acourate indieation of the geographic
distribution, as related to the Bleeke’s (1983)
contribukion to the theoratlcal nodel. )

of the organizatlon would neasure those _
components of the shoatack (1937) and Schmanner

Marketing activity ~ promotiional expense, sﬁccass

rate, extent. (These measures would give a
reflection of the marketing activity and. theraby

constituted those components of the Porter (1980) .

model and the Maistar (1984) model. }

 gearing - labour intensity; staff/partner ratio;
* partner/second-level ratlo. (From the Schmefiner

{1986) model, and also the Maister (1985)

(1986) model which contribwted to the thesretical
model, using a scale developad by Glisson (1978)
- %o measure routinization )

i

'customizatidn} standardizatinn. (Thesa attributes -
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refsrence to the gearing of professional
organizations, The staff turnover was also.
requested in order to gaiy an 1ndication of the
morale of the firim.} :

g. 'R & D - percentagée of expenses used on this
. activity: time allocated; how much wes spent on
technology. (This would give a measurement of
this aspect of the Maister (1985) model, and is
one of the attributes of industrializaticn.)

7. Organizational typa. (This dimension was inalﬁdedf_
to give an indication of the degree of
sophistication of the professional

organizations.)
g, Environnental tracking (Miller'& Friesen, 1980)}.
'8, Boundary spanning (Bigler, 1.982). (The last twd

- dimensions were included tu establish the degrae ’
of sophistication of tha management of the.
professional organlzations.)

mhe strateagy guestionnaire is attached in Appendix 7.

The value of pre~testing the developed questionnaires'
has bean underlined by Balley (1982) and Simen. (1986)

~ who draw a distinction between piloting, which involves

a complete run through the whole research process, and
pre-testing, in which only a particular mspect or stage
of the research is tested. These authors point out that
refinements Of the research instruments can bhe made with
repeated tleing.

- The quéstionnaires were therefora all pre~tested on a

separate randomly selected sampls of twenty-five
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partners from six organizations, one from each
profeseion, to enhance validity, understanding and
clarity, Suggestions for improvements were incorporated
in the final questionnaire where these were feasible and
appropriate, In some cases meetings were held with the

partners of the firmg in order tc clarlfy the conbtruuts

and the procedure.

4.5.5 Stage 5: Data colléction.

a) Administration of questionnalres

once tﬁe questionnaires had beén cmmpleted,'thay were

distributed to all the partners of the original sample
 of fixms, and the rest of the sample frane was

approached to participate. Of the saventy-one remaining

Firme, thirty-one agreed to participate, and & final
dample of flfty-six firms out of the original ninety-six
identified firms, took part. This represents 58,3 per
cent of the identified sample frame, which is regarded
as representative of the profesaions chosen.. :

The questionnaires were coded'with the professicn'and
the firm hame, but wera otherwise ancnymous. Only one
strategy quastionnaira per firm was sent out (to the
senlor partner or chairman), together with an
instruction sheet for each of the partner and iwage
'qu-stionnalres, with a reply date. Image questionnaires
were also sent out to the sample of the clients, with a
similar covering letter, instruction sheet and reply
paid envelope. After a few weéks a reminder letter was
sent out, which was repeated after the time period had
elapsed. Thie was done to increase the responsiz rate
(Balley, 1982; Simon, 1986}. Telephonic queri&s wera
alago replled ko, : : : :
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‘b) Interviews and contenﬁ analysis

Because of the Limitations of questionnaire data, it was

decided to complement the quantifiable informstion
gathered in this way with the richness given by

interviews and conteut analysie. This procedure

reprasented the within-stage triangulation in Staqe Five
of the research procedure.

Apart from the initial twenty intérviews'to.ganerate the
reseatch themes and the hundred-odd interviews oonducted

- with the partners of the professional organizations, it
‘was declded to conduct further interviews with the:

¢lients and other stakeholders of the professional
organizations. : :

There are many kinds of interviews, but the _
data-gatbering type of interview which is used for

research purposes is characterized by three interacting
variables, each of which may influence the results,

namely the researcher, the respondent and the interview
schedule (Oppenhaim, 1966). The following are some of

" the advantages which 1ntervmews provide over structured

quegtionnaires: .

The interview is noxe flaxibla,'providing‘thé

- opportunity for probing, resulting in greater :
elaboration, explanatlon, clarity and understanding, and
thue providing richness, completeness of r95ponse and a

bettar response rate.

A personal interview alsc provides the researcher with
the opportunity for chserving non-verbal behaviour of
organizational members as well as the physical lecation
and environmental attributes which may influence
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organizavional menters and contribute to the
identification of the tulture and image of the
organlzation.-

‘There is greétar control over such aspects as privacy;'
 the guarantee of unitary response, and the opportunity
to build researcher confidence through rapport with the
respondent . '

There are, of course, disadvantages; the time and cost
of interviews, researcher bias, and lowered anonymity.
In addition, in view of *the subjective nature of valua
systems, perceptions and images, there iz more
opportunity for the researchers own values to intrude,

- Pinally, the Hawthorne effect (Rosthlisberger and

Dickson, 195%) and other forms of reactivity also

- present in the interaction between tesesrcher and :

respondent, 1nevitab1y alter the percepticns of raality

of both parties.

Many authore guggest that researcher bias should be kept
at 4 minimum through maintaining as impartial an
lnteraction as possible during .iterviews, and rigidly
‘adhering to a structured ilnterview schedule which has.
bean determined a priori. Howsver, this has been said to
produce a blased response towards these a priord ’
‘constructs, without allowing for respondent realities.
The view also exists that in building an empathéﬁic
rapport;'a_gbod, participative interaction and greatar
richness are obtained without sacrificihg research
rigour and ethical integrity,'and-the encouragenent of
creative individualism whinh will result in less blas
and a better understanding of the realities of the
respondents.




Chapter 4 R 144 . Research Design &
- o . Methodology

The spample of clients chosen for interviews was
approached by letter regquesting participation, and
appolntments weve telephonically confirmed. The extent
- of agreement and co-operation from the clients was good,
considering the time pressures under which all South
Africans of executive level are working. Since the
responss to the questionnaires sent to clients: of the
nedical firms (who were medical practitioners, not
patients) indicated a lack of understanding of the
goncepts in the questionnaive, it was decided for
econoni¢ ressons not to imterview them. The numbers of
clients interviewed werg as indicated in Table 4.5.

Tahle 4.8
_Distribution of client interviews

 PROFESSION | NO. CONTACTED  NG. INTERVIEWED
Acdounting : _ B4 551

' Law 45" 38

Architectura ————————> 87 78

Quantity | | | o

Surveying : - | - : -

Aty oz

TOTAL 197 164

T™hia represented 83.2 per cent of the sample cliosen, énd
~illustrates the high respunse rate aahiaved throngh
persnnal interviews.

During these interviews a semi-structured format was uased,
and responCents were remuested Lo coument on developments -

in thely industries or organizatione, thelir conseguent
expectations of the relevant profassional gonsultant and
thelr perceptions of the firms which they knew, relative

L T
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~ to thesa expectations. Some respondents wers reluctant to

comment on their professional ccnsultants, as could be
expected in view of the Sensitiva, confidential _
relationship betwean them,'and were not prassed to do 80,

- The interview information was post-coded, using the
- cztegories suggested by the quéstionnaires and the results

were used to confirm the questiennaire £indings.

Content aﬁalysis.is a technigue whntioied as one which is
appropriate for this type of resestch and was used on a
number of occasions during the research process. It is an

- example of the interpretive or conbtextual type of research

procedure, where the content of a message is analysed _
N**hin the particular context in which it is stated, and -
which requires the technique of empathy for 1ntarpr¢tatian

(Babble, 1985).

Content analysis is generally used to geneyate hypotheses

'~ the units of analysia could be words, thenes, 1deas or

p.sases (Simon, 1988). However, it has been used in

research on professional firms, where the copy strategy of
advertisements was investigated (Upah and Uhr, 1981),

The assistance of the Institute for Contemporary History
at the University of the Orange Fres State was requested
for a copies of press reports for the three-year period

Juring which the resefirch was undertaken, Unfortunately,

this produced little data on the individual firms, and
only oaneral ceonclusions ragarding the professilons could

be drawn, These were used ag a gualitative complement of

the resulits produced (Appendix 8).

. The use of content categories suggaatad by the

doculentation, zontent analysis of the firms’ brochures
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and of racrultment advertisements, produved a better
result., These were used iﬁ'confirmation ¢f the resulis

produced (Appendix 9, Appendix 10).

4.8.6 Stage 6: Analysis of data

The choice of method of analysis depends on the nature of
the data, the type of scales used, the propositions to he
tested and the parameters set, e.g., the underlying
assumptiaons of the data regarding the pepulation

?distributi@h and the randomness of the sample (Winerx,
1970). In this instance a vensus survey was attempted on
the defined target population of professional £irms. g
However, sinoe the response rate was not 100 per cent, the

responses received do not necessarlly reflest & randon
sample of the defined population. Siwmilarly, although a

stxatified random sample was choe ' from the data bases of

olients which conformed to the oriteria for
representativensss of the population, the responses could
not be sald to be random, and ocould he blased kowards

- those membarg of the population who responded,

Response rates for the various questionnalres are glven in -

Table 4.6. It oap be meen that the response to postal
gquestionnaires by clients was not very guwod, in spite of
two reminder latters, but probably adequate in terms of
the proportionsl stratifled sampling procedure and the
homogenaity of the sample which this produced (Simen,
1986). : '
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table 4.6

Respofise ratas to gquestionhaires

PArtngr and image questiomnaires sent to partners:

Returned  |Response

Profession ‘Sent out [ to sender { Returned | rate
agcounting 518 26 181 36.78%
law 217 2 . B8 25.98%
madicine 56 22 39.28%
architecture | 118 51 44,35%
quantity : 31 46.97%
sucrvaying 67 1 : :
consulting ' o
engineering 325 4 99 71.22%
Totsl 1116 33 432  39.89% |

Image quastionnalres sent to clients:

| | Returned | | Response
Profassion Sent out | to sender | Returned | rata
accountiny 230 17 53 24.88%
Claw 177 15 53 320728

| medicine 463 3z 46 10.67%
architacture 61 7 28 51.85% .
quantity o :
surveying 19 2 6 _35,29%
aongulting : :
angineering 138 18 39 [ 32.50%
Total 1088 91 228 20.6%
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- Inflerences from the sample to tha tot. ,wpulation would thus

have to ba undertaken with great caution. The type of
statistical analysis is therefore largely confined to
descriptive statistics, and the multivariate statistics of
factor analysis, cluster analysis, and analysis of varianae

" which are adequate for this exploratory research where

theory-building is the main objectiva.

aj) - Data capture

Prior to date capture the quaestionnaires were examined for any
cbvious bias, such as respondents’ answering all questions with
the same response, or not responding to most of the questlons. A

~ ‘total of seventeen image questionnaires were discarded for this

reason. A coding system was devised for the responses to tha -
sducational qualifications and the employment records of the
partners in the partner questionnaires. The rasponaes'wera then
captured and thecked for error hy both dcubla entry and visual

© means.

The datm bases % * 1oadad on to an IBY mainfreme aomputer and

- aryanged into a L..aat suitable for analysis by the SAS
'statistical package Version 5, and also analysed & personal

computer, using the Number Crunchar statistical package, Veraion'

8.0,
h)  Construction of data sots

‘Partner cquestionnaires

Using the SAS statistical package, means and standard deviatlons
of dge and perceptions of envirommental uncertainty, and.
frequency distributiens of the educational qualificatlons,
employment history, the perceptions and values were extracted,
valves for these variables for each profession were caloulated,
and compared with the respective meang for the sampls as a
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whole. From these results a new data éet was cbnstructéd,
which summarized the findings and which was used as input
to construct the theorstical types.

Each item of the demographlc data was treated
‘separately. In the case of the educational background, the
percentages of responses with overseas and post~graduate
education and the percerntage with educational backyround
from English orisnted and Afrikaans orjiented upiversities
were calcoulated, In the section on work experience, the
percantage of responses f£rom private sector, public
sactor, other organizatiens and tenure were calculated.
The mean time spent on each activity'and-the mnaan mmbey
of seminars attended wers also recorded for each
organization.

The perceptions of environmental uncertainty scores. .
consisted of mean scores and standard deviations. The
. means were totalled to give what was termed a Total.

. Uncertainty Score (Bourgeols, 1988). T

A “welghteéd mean" of the value scores was oaiﬁﬁlﬁted,:' _
and givided by the pumber of partnurs to arkrive At 8 Mean -
 Person Scure for each value. The suores for the two
redundant varisbles which had been dgliberately, the

suores weyr checked for abnormally high velues.,

vhe values of each of these composite variables were E
ehtered Into a now data get which was then subjectaa tu
further statlstical analysia. A rank order of the
environmental uncertainty scores and of the value scores
was constructed for each profession and for each £irm, and
‘the mean goorés for the other variables such as age;
tenure, education, etc., were recorded. -
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The data for the means of the scale which measured the
pervaptions of environmental ungertainty and the mean
person soores for the values were entered inte separate )
data sets on a yersonal computer, using the double entry
system, where the "mirror-imaget of each observation is
also entered. This procedure is used for correspondence
analysis (Greenacre, 1978), whioh was applied to the _
bipolar data set in order to test the internal eonsistenay
of the sBuales.

A summary of the data set appeari in Appendix Ilv A
summary of the scores for sach profession and diffarencea
between professions is discussed in Chapter 5. o

Imagé'quaafionnéires

Rasponsas for each variable were enteéred inte dats sets
and wmeans for each variable were calculated Eor B
Self-image, Image by clients, Image by members of other
- professlonal £irme, Ideal by cliants, nnd Ideal by
prafesszon.

Firstly, tha two sats of means déaaribad ad xdeal by
clients and Tdeal by profesaion wara axamined for
signifidant differences. It was found bhat there were ﬁn
incidences of significant differences between these two
sets of means, and fhese two data sets were therefore
merged. This applied to all professions, and .s
illustrated graphically in Appendix 12.

Secondly, XKruskal-Wallis oSne Way Analysis of varianoe by
ranks was conducted between the sets of means representing
Self~image and Tmage by olients, and also between the
Image by cliemts and the Ideal. This showed that there
ware significant differences on only twe of the variables
at the 99 per ¢ent confldance level and that these data
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setS'could be merged with relative confidence. Tha raaﬁlts
of this analysis are summarized in Appendix 13.

fhe data sets for esch £irm were then merged to form one
data set for each £irm and one ideal for each profession.
A second data set was constructed from the merged image
data set for sach filrm (once agaln using the double antry
system for applloation of correspondence analysis), bath
to test the internal consistency of the scale, and to
highlight differences betwesn firme, confirm the cluster
analysis and strategic and organizational typology.

Data set to measure organizational effectiveness .

Ae was described in Chapter 3, the construct of -
organizational effectiveness is an important component in e
research in the field of strategy. Its multi~dimensional
nature and operationalization, partioularly in the absence
of economic dimensiohs, present a ohallenga to the '
reseaychex.

The evaluation ¢f effectiveness in professional firms is
even more diffioult to establish, as other dimensions need.
- to be gongldered in the came of this type of organization,
However, tha model, suggested in chapter 3 ls propoged as a
basis for tha astimation of this construst. Since the -

- twelve measures used in the composite are genepated by the
vesearch process, it is proposed that this will assist in ”
achieving che second research objectiVa. :

Tha rankings of each firm alcng the twalve variabias'wﬁs
enterad into a data set, Rank order correlation analysis
was performed on this data set. :
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 pata set to neagure industrialization

In order to test Proposition 3, which nrelates to the
process of industrialization of the professions, the
'following constructs were examined, which have been said
to be characteristic of the provess of industrialisation:

1., Xnowledge ~ the scores for the mean number of
years’ study per pasktner were used, plug the mean
time spent on geminars and conferences..

2. Change regarded as progress - for this
conatruct the perception of innovation of a £irm
was uged,

3. Sodial flexibility - here the inoidence of a
‘multicultural jdentity in a £irnm was indicative
of this ccnstruct.

4. High achiavement'- the score for value placed
on achieverent, l.e. ambitlon, was used.

%. Hard ﬁork ~ the score for ithe total hours
worked per week was applied,

6. R & D = the parcentage of turnover investad in
R & D was used. :

Since the proposition states that firms will represent
stages along a continuum, the hotal scores for each firm:
were plotted along a one-dimensional scale, to ilndicate
their respective positions along the continuum. A total
for each profession was also arrived at, and aach
professlon’s position plotted on a continuum, to give
the relative degree of industrialization off each
profession, '
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Data set to test Maister model -

Since there is a proposition which relates to £irms

. which exhibit the characteristics of the Malster model,
" the characteristics which typlfy this model are listed
and each firm is tested againet this checklist for the
presence or absence of the stated chdracteristics. The
characteristics listed under the headings of culture,
elitism, strategy and management in cChapter 3 are
identified through both quantitative and qualitative
methods., . :

-_c)" | Statigtical ﬁechhiquas used

It has been stated that the objective of the research
was theory building and that the parameters of *he data
preclude the use of extensive inferentlal statistical

' tests. Congequently the quantitative analysis was
confined to descriptive statiptics and various
multivariate statistics.

Simple descriptive statistica such ag frequency
distribution, mean sode and maedian were used 7. the

~ Inditial analysis of the guéstionnaire data. The Spearman
. rank order correlation procedure was also used to arrive
at a correlation betwean the ranks of firms in each
profession betwsen induatrializaticn and organizaticnal
affactlvenesa.

Factqr analysis and principle component analysis

Factor analysis s a generic name given to a group of -
 gtatistical techniques which have the purpose of data
' reduction and summarization. The techniques determine
lineayr combinations of the varlables in o large

correlation matrix, and thelr intexvelationships. The
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techniques do not divide the data into predictor and
‘criterion sets, but are concerned with grouping the
1variahles into their underlying congtructs which form a
pattern, structure or order in multi-dimensional speace.
fhe raw scores are presented as a matrix from which a
. correlation matrix is computed. Thus factor analysis
serves as an ald in intarpreting this large correlation
natrix. : :

Principal component analysis is one of the
factor-analytic procedures for extracting a set of
assocviated variables in terms of a set of arthogonal,
mutyally uncorrelated linesr combinaﬁiahs.qf the

 variables so that each component accounts for a

 deoreasing proportion of the. total variance in the
original variables.

. Prineipal compenent analysis ilnvolves computing a full -
sat of principal components, facgtor loadings and factor
scores, Subsequently, rotation of the factor ivading
matrices may be performed, through orthogonal or oblique .
rotations. In varimax rotation, which is an orthogonal_
rotation, a new set of uncorrelated axes are produced
“which keap the sum of squared loadings for each row of
'the factor-loadinq matrix intact.

The subjectivity of the researcher 1s invelved in ithe
pelection of the number of components to retain, and the
underlying meaning of the variables which have been
grouped together. A general guideline to the retention
of the number of factors ls the elgenvalue, and those
' factors which have an elgenvalue greater than i may be
retained as contributing to the most variance.
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Principal ‘component analysis apd factor analysls were
used in the construction of factor-based scales for use
in the guestionnaires, as has been described, and for
the ewtrastion of the underlying constricts of the
valuee and image of profeésional Firms (Kim and Mueller,
1978), The SAS procedures, PROC PRINC COMP and PROC
FACTOR were used, as well as the tactor analysis
procedure of the program Number Cruncher.

Cluster nne ysis

Cluster analysis is & procedure for grouping objecte
into a number of classes so that the mevibers of éuch -
class have similar attributes and differ from the
members of othes classes (Everitt, 1974). Cluster
analysis is particularly useful as a *wuchod of
pre-~classifying data and ean ba used for initial data
~exploration, which may iead to subsequent data S
reductibn, for hypotheses generstion, hypotheses testing
or for typology derivation: The SAS program PROC CLUSTER
is nsed to computa Cartesisn distances between peints in
n-dimensional space, and group the polnts ‘according to '
their closéness to one another. Co '

In the area of strategy regearch, cluster analysis has -
been suggested as a promising technicue for the
alagsificatlon of strategies into & typology, if
stritegy 1s viewed as a holistic set of attributes
(Miller, L978; Woo znd Cooper, 19&1: Hambribk, 1983;.,f
Harrigan, 1988). :

Various types of .qlustaer analysis aré_poasibley e.d.
maximum likelihood hierarchical clustering, average
linkage, centroid linkage and complete linkage, but the
bagin objective remains the same. Some problems of
cluster analysis have also been listed, such as the
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definition of a nlusker, deciding how many clusters are
prasent, and the assessment of the stability and
valldity of the clusters (Everitt, 1974). Purther,
problems arise in the analysis if there is nissing data.

In crder t6 establish whether different configurations
of parther perceptions and values existed which might be
associated with a specific combinations of strategy and
'organiaatioual type, as proposed, the cluster analysils
procadura was applied to the factor scores of the twelve
 factors chosen For the pergeptions of the environment,
values and the consolidated responses to the image
quastionnalres. The number of clusters chosen éllowad
for the best possible grouping of organizations, bearing
the theory in mind. '

analysis of varianoa

The analysis of variance procedure, or ANOVA, ism a
technigue which investigates the differences between
sets of varlables along different itdependent
ohservations of the variables, For each observation tha
ANCVA predists the response, and the differance between .
the predicted and actual responsa is given by tha '
residu- 'l error, The procedure fits parameters to
- minimize the sum of squarses of reslidual arrors and is
ealled lenst squaras. The varlance of the yandom arcor
is aemtimated by the mean sguare arror. :

This progedure iy a parametric test which assumes that
the data iz measured along an interval or ratio scale
and has a normal distribution of the exror term.
{Iverson and Norboth, 1976). In casss where the design
is balanced, ANOVA is used. In ¢ases whare analysis of
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move than one set of variables per cbservation is
necessary, a multi-variate analysis of variance, or
MANOVA procedure may be parformed.

The analyeis of variance procedures caloulates the
variance within sample means, (Sw) and between sample
means, (Sb), and caloulates the F ratioc. (Sb/Sw). A null
hypothesis can then be accepted or rajected according to
whether the probability of being greater than ¥ iz more’
or less than 0.05,

B8ince AROVA is sensitive to the distribution of the
error term, and results hased on the assumption of

- normality may result in erronecus conclusions, &
non-parametric, assumption-free equivalent test la
avallable, whereby the data is ranked before the ANOVA
procedure is performed. The output from the SAS NPARLIWAY
procedure is then eguivalent to the Kruskal—wallis teat
for any number of lavels, '

The ashbove progedure was performed on both the mummarized
partner data set and the consolldated Image data sef, to
establish where differences betwean the weans of
veriables existed. The analysis of variance programs
contalnad in the Number Crunchar program wers also usad.

Correspondence anslysir

This i & type of multi~dimensional svaling technigue;
 in which & graphleal represen.ation can be made of the

rows and columns of a matrix of multivariate categoiical
data, It is generally regarded as an exploratory data
analysis technique, and has recently bacome regarded as
4 ugeful tool in market research, since it may reveal
rolationships which may otherwise not be detacted
through pairwise comparisons of variables. The
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requiremerits of the data are highly flegibla: they need
only be non-negative and constitute a rectangular _
matrix. The basic objective of the analysis ls to obtain
a graphical display of the oriqinal'matrix in terms of
a8 few dimensions as possible (Hoffman and Franks,lsaé).

The data can be entered into a data set in a bipolur
form, dependent on the polarization of observations
around the average of the scale. Hence, on a seven point
 soale with a midpoint of 4, an observation of 3.5 ia
also entered as 4.5, the "paflection® of the
observation,

The procedura then consists of normalizing the fraequency
watrix, £inding the singular value decomposition of the
rasulting natrix and then dafining the row and colwm
coordinates., These coordinates define the position of
the f£inal output on a two dimensional space (Carroll,
Graeen and Schaffer, 1986).

Although it has been stated that hypothesss testing is '
not possible through the usa of correspondence analysis,
the various decompositions of the total inertia, a
togethar with the principle co-ordinata values make a
cemplete interpretation of the correspondence analysis
data possible. The technique is related to the
milti-variate methods of canonical corralation,

principle component analysis and discriminant mnalysis,
hut differs in the type of transformstion applled to the
original dats matelxz, '

Greenacra (1984) has demonstratad that the intemmal
stabllity of a dats mateix may be investigated using
correspondence analysls, when some oublying data point
- has cauged the plane to swing around excessively to
inolude this point. Removal of this cutlying data point
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will alter the nrlenbtation of the plane dranmatically.
This technique was thersfore also used to test the
internal consistency of the scale by highlighting
outliers. This was particularly relevant in the values
saale, where two lrrelevant variebles hed delibarataly
bean included.

Greenacre (1984) slmilarly shows how correspondehce
analysis is related to cluster analysis and can be use”
to enhance the interpretation of cluster analysis. This
technique was used to test the perveption of :
emvironmental dynamism scale, the value scale ahd the
image scale for internal consigtency, &s well as to .
{llustrate graphically the correspondence between the
varicus attwibutes of each group of professional
organizationa onca thay had beén’identified.

In sum, although the varlety of saales and the saveral
questionnaives regquired that a number of statistical
- technigues were used, they all served 8 necessary
purpose, whether in the screening of the data, the
simplification of the soales, or the tabting or the ;
confirmation of the propusitions. '
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CHAPTER 5

. RESULTS AND ANALYSIS - DART 1:
DATA REDUCTION

5.1 Introduation

In this chapter the results of the analysis of each of
the guestionnaires are presented and discussed. o
Pirstly, the response rates to sach guestionnaire for
each profession are examined to establish whekbher they
were adequate ko include the profassion in further
analyais and draw conolus.ons from £urthar resulhe.

Secondly, the analysis of the daka from sach

guastionnaire ie discussed individually, preaaded In

such wase by tha testing of the measuring instruments

contalned in each quewtionnaire with reference to
validity and internsl consistency.
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5.2 Anslysis of vesponse rates

The mimber of responges £rom the professlons and tha

- ratlos of ragponses to items in aach scala are indicated

in Table 5.1 below.

Table B,.1l
_ Number of responses for each seale
' PEU % Values Image

Nunber of itams in scale 12 Y] 38
Profassion ‘Numbex of ‘Ratlo of Responges to

Responses variables
| PEU %,  Values Image

Architects 51, 425 1.59 . 1.34
Quantity ' : :

Surveyors 3L ' 2,58 1,03 0.8)
Consulting "

Engineers 99 S B.2B 3.09 2.61
Accountants 181 . lB,08 .66 4,76
Attornays 58 4.83 1.8 1.59
Daoctore - 22 1.83 0.69 Q.58
-TOTAL* . 442

x PEU - paruaptinns of anvironmental unnertainty

Factor analysis requives that there be more obsarvations
than ltems belng reduced, It can be seen from the ratlos
of the mumber of responses to the number of itews Lln the
scalae, which dre presented in the thrae golumns on the
right of the table, that sufficient responses were
received in most instances from the partners of all the
professiona for this condition to be met. Theve were
exceptions in the case of the medical professions for

~ the values and imaqa saala, whare the table shows ratios
of responses recelved to gquestionnaire items as 0.69 and
0.58 respectively, and in the case of the quantity
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surveying profession for the image socale, where the

ratio wag 0.81, But when the data sets of the imags
questionnaires were merged, yielding larger aggregated
responses, an adequate ratie was achieved.

Even so the variance in the number of responses would
. indicate that the results for accountants, and Lo a

lesser extent consulting engineers, where a higher
number of responses exlsted, are likely o be more valid
than for the other profeasions where & lowar numbar of
responsss was recgoided,

8.8 1he partner gquestionnaire
mhis'quastiahnéire consdated of demographic and time

management data, a scale which measured tha perceptions
of envi -onmental uncertainty, and & scale which measured'

_the values of the par‘.ners.

§,3.1  Analysis of demographic and time management data

A summary of tha demographic variahles across oach
profassion is given in Table 5.2 on the following paga.

fhe comparison between the different prufaasions_is_
revealing in the fuollowing respecis, The englnesring
profession showed the highest mean age, and the sacond

‘highest percentage of post-gradrate educstion. This is
- probably & reflaction of the extent of specialization
“which is demanded in this profession. The engineering

profeseion, together with the architectural and qqantitﬁ',,
surveying profession, also spent more time soolalizing
with olients than the other professions. This may be an
indication of the importance of mocializing on a
pergonal level in this industry.
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Tﬂblé 5.2

Sumtary of. dnmagraphic data for six professions

% Rasponse rate
Meah AQe

%
Pogt graduate
adueoatien
Overseas
education
English
education
Afrikaans
aducation
Public¢ sarvice
experlence
Private sactor
exparience
Acuadenic
- experience
Experience

N othar firm

‘Experieance
in own f£irm

. Hours
¢lient work
Cllient soclal

- Mansgement

Tacknleal work

. Total time

No.
Local _
Conferences
Oversaas
conferenaes

Hours
Professional

asslstancs
dlving ledw.. res

ARcH

61.0

47.9 .

28.7
27I¢

48.4

T4l
Clz.7
42,1

16,2,
20.1
62,2
34.8
2.3
6.2
0,9
31,3
B8.7

8.4
47.3

2.5

ENG

69,3

32,0

13.%
§1.2
33.4
9.5
1.6

2.2
11,1 .

70.4

e R
k-

‘A W B & om

3.0
0.2

;::manon

AW ACC  MED
30.2 45.2 48,0
42.8 42,1 41.9
18,7 14.5 100.0
39.2 71.4  10.4
55,8 46.0 B8.3
4.3 7.0  24.7
2.7 5.8 0.0
2.4 0.2 - 16.3
11.0 11.8 8.2
79.0. 82,4 36.5
5.8 15.7 18.8
2.6 3.9 1.4
7,8 10.3 8.4
55,2 14.0 32.2
5L.3 *43.8 55.7
2.9 4.3 2.4
9.2 0, 0.6
2.9 3.2 2.2
1.1 1.5 1.4
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The medical profesaién had the highest ﬁérbaﬁtage of
experience in tha puhbli= sector, probably because
doctors prepare for their specialism in state teaching
hospitals, while the quantity surveying and accounting
professions had high percentage experience in the
private sector relative to the other professions.

The medical profession showed the highast percentage of
experience in acadsmic positions, followed by '
architects. The professions which had high experience _
with firms other than their own ware quantity surveying
and architecture, whilst the accounting ahd legal
professions showed ihe highest tenure,

' The section on time management reflected the three .
gategories of activities which Maister (1984) stated

~ were found in professional organizations, namely
v£inding, minding and grinding”. The medical, legal and
acocounting professimns spent the highest percentage of
time on ¢lient contact in a work situation, while the

- architedtural} guantity surveying and engineering

professions spant nore time on managing thelr
vrganizations than the other professions. The firet
sbsarvation is a reflection of the nature of the work in
these prefessions, while the second observation is

- welatively interesting, and may refleot the absence of

an adninistrative manager in organizations in these
professions, necessitating that partners spend tima on
_ managing their firms.

partners of the medloal profession, followed by the -
legal profession, spent most time on technical work,
relative to other professions. These two professions
~alse worked the longest hours per week, This observation
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js probably due to the fact that in these prbfessiohs;
the expertise lies with the individual and the technical
expertisa cannot be dalegated.

Attendance at 10651 cdnferennas was highast in the
accounting profession who, together with the medical

- profession, also attended the most overseas conferenges.

 The partners of the legal profession spent most time on

professional organizations, while the partners of the

' architlctur&l prcfession spent most time giving
lectures.

The demographic data for each professional organization :
was entered into a new data base for further analysis.

5.3.2 Perceptions of environmental ungertainty
a) Internal congistency of the scale.

In order o test the internal consistency of the scales
which were devuloped and included in the guestionnaires,
each'was subjected to the correspondence analyéis
prccadure a8 described in Chapter 4. A two dimenaional
display of the rows and columns of a data matrix
obtained by aorrespondanca analysis can be demonstratad
‘to be internally stable if there are no data points
‘which cause the principal plane to switg around
excessively to include thab point. In this way any
deviation of data points from the avera@e condition oan
be highlighted and avcounted for in the discussicn of
the results of the analysis. : -

Throughout this and the subseguent analyses of tha
internal consistency of the scales, two elgervalues are
retained irrespective of the amount of variance

_ @rcounted for by the retention of these fivst two
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eigenvalues. This was done both for the sake of
‘simplicity and in order to ensure consistency _ :
throughout. In all cases the impact of the retention of
additional eigenvalues was examined, and it was found
that this did not significantly influence the variance ;:
and number of clusters or groups, and only highlighted
one or two. additional variables which either balonged to
the existing clusters or were cutliers. In all
instances, the testing of the lnternal dnnsistency of
the measuring instruments provéd that the scales ware
both -concise and comprehensive since the technicue uaed
delineated the underlying constructs and highlighted
outgiders and irrelevant variables satisfactorily.

In the analysis'of tha perceptions of environmental

. whcertainty scale it was found that 49.4 per cent of the
variance was accounted for by the retentlon of the first
two axes (Appendix 14). If the percentage of the inertia
is equal to or qreataf than 8.33 per cent_(iﬁo divided '
by 12) for the varlables, then that variable was

" considered to make a significant contribution to that - ..

axis. (8ince there was not much difference between the
positive and negative values for the contributions, only
the positive values are listed in the Appendilx). -

According to this critérion,-the filrst (horizontal)'axia
wae descoribed as the politico-egonomic axis and the '
second (vertical) axis as supply and guality of
Professional skaff, It can be seen from the graphical
dlsplay of the analysis in Figure 5.1 that there are
three groups of variables, with thelr corresponding
“mirror images, which represent the poles of the axes.
There were no variables which appeared to be outliers
and the scale was therefors taken to be internally
consistent. This interpretation was supported
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‘eigenvaluss. This was done both for the sake of .
simplicity and in order to ensure consistency

throughout. In all cages the impact of the retention of
additional elgenvalues was examined, and it was found
that this did not significantly influence the varianve
and number of clusters or groups, and only highlighted
one or two additicnal variables which either belonged to
the existing clusters or wera outliers. In all
instanses, the testing of the internal consistency of

 the measuring instruments proved that the scales were

both concisge and comprehansive since the technigue used
dalineated the underlying constructs and highlighted

. ouksiders and irrelevant #ariables'satisfactbriLy.

In the anslysis of the percepticns of envirommerital

. uncertainty scale it was Mrund that 49.4 per cent of the

variance was accounted for by the retention of the first
two axes (Appendix 14). If the percehtage of the inertia

_is egual to or yreater than 8.33 per cent (100 divided

by 12) for tha variables, then that variable was
considered to make a significant contribution to that
axis. (Since there was not much diffarence between the
positive and negative values for the contributions, only
the positive values are listed in the Appendix).

AcﬂOrding'ﬁb fhis criterion, the first (horizontal) axis

was described &s the politico-economic axis and the
second (vertical) axls as supply and guality of

. professional staff. It can be seen from the graphical -

display of the analysis in Pigure 5.1 that there are
three groups of variables, with their corresponding -
mirror images, which represent the poles of the axes.
There were no varisbles which appeared to be outliers

‘and the scale was thérefore taken to be internally
" vonsistent. This interpretation was supported
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consequently by the discovery that the initial principal

component analysis gave a «lean solution.

-
02 : ' '
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" Figure 5.1

Correspondence analysis of
perceptions of envirommental uncertainty

 The three groups are represented by the following
yariables: ' -

Yy
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Group 1
(P1, P2 and ps}
- = Internal socio-political conditions
{contribution = 6.4 par gent)
P2 - = govt., regulations
(contrlibution = 19.8 per cent)
P 3 = Edonomic factors

(cohtribution = 17.3 per cent)

As Appendix 14 shows, the perceptions of the uncertainty
exhibited by the partners was highly positive on these

~ threa varisbles which contributed highly to the _'

: horizontal axis.

- group 2
(pﬁ.P?,pa,pe,Piil

the perceptinns of uncertainty of the partnars wars all
high on the following variables: '

P s = Competition from nonwprqfessional £irms |

{contribution = 6.8 per cent)
P 7 = Nature of competition

. (contribution = 4,1 per cant)
P8 = The supply of professional, sgtaff
o (contribution = 12,7 pex cent)
F 8 = The quality of professional staff .
(contwibution = 12.1. payr cent)
Pll s Demand for new garvices _
{contribution = 4.8 per cent)

once again, Appandix 14 indicates the high level of
ungertainty percaived for this group of variablas, whiahk
then contributed to the second axis.
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Group 3 o
(P4, P5, PLO and P12}

The third group of variasbles, which did not contribute
to either of the two axas due to the low ilnertis, was ag
follows:. ' :

P4 = Technologloal changes
(contribution = 1.8 per cent)
PS5 » Competltion from professional firme
: (contribytion = 4,0 per cant)
P10 = Demand for exlsting services
(vontribution = 1.2 par cent)
P12 e Lavel of risk
{contribution = 2.3 per uent)

This third group of variables constitutes the varlables
on which less uncertainty was perceived than on fhe
other e¢ight variables. They are constructs which are
known o tha profagsions and with which the firms have
successfully dealt in tha past, therefore less
uncertainty was perceived to arise frem these sources.

It appears therefore that thera are two major sources of
uncertainty of the task environmens, namely the
politico~economic factors, mnd the competition from
non-professional firms which is encounteved as
protassional ssrvice organizations diversify cut of -
their traditional service offariny, together wlth
congern abont the guantity and guality of the resources
required to meet this competition. '
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The factor analysis of this data will be abnﬁiﬁvreﬁ

‘balow. If one examines the sowres plot of the elgenvalues

obtained in this analysis, the connecting lines drawn
along the first and second set of points indicate an
intersection at three factors. This would appear to

suggest that there are three factors which dsscribe the :

underlying nmeaning adeguately. This is illustrated in
Fiqura 5.2 balow. :

Elgenvalue
8 L]

T2 4 4 & e * a&a @9 1w
Fagtor . _ _

Figure 5.2

Percaptions of anvirommental uncertalnbty
Seree plot of elgenvalues (2)
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b)  Andlysis of perceptions of environmental

uncerbainty scale

The mean values Ffor the components of this scale as well
as the score for ‘the total uncertainty perceived by each
profession were as Indicated in Table 5.3 and the rank
order of the perceptlons for each profession s given in
Pable 5.4 below. ' '

| qabla 5.3
Maan perceptions for each profesaion

| ARCH OB < ENG LAW ACC MED .
socio-politloal 4.6 4.5 4.9 4.8 B, B4

Government _
‘ragulgtions 3.7 3.1 3.3 34,83 3.8 4.8
Roonomlc _
faotors : 4,2 ] 4..1 3.7 3.9 4.6
Pachnology 3.3 3.2 3.1 RO 29 3.9

Competition _

from prof, 3.2 2.9 2.9 . 2.8 2,8 . 3.3
Conpehition S

from non-prog 4.1 4.0 4,1 3,8 4,0 3,9

- Nature of - o :

competition 3.8 3,3 3.8 3.5 3.4 3,2
Supply of staff 4.2 3.% 3.8 3.7 4.0 3.
Quality of staff 4.2 4.4 3.7 4.0 3.7 3.0
Demand fox : o

axisting serv., 3.7 2.7 3.8 2.8 2.7 3.2
Demand fox : _ _

new sarv., 4,1 3.8 4.4 3.7 3.9 3.8
Riﬂk 405 4.0 4!0 308 3-9 . 4‘.1

TOTAL
UNCERTALNTY 47.5 44.3 45.6 43.5 43,7 48.4
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Risk

Oelity of profescionel staff/
Econcmic factors
Supply of professional stafE/

Demmﬂﬁurmservmgs

Caspetition from non-grof. firms

Dewand for exdsting services
Technological development
Competition from prof. firs
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Pive of the six above professions can ba placed into two
groups as they owour in their respeotive industries,
namely the commercial industry containing the accounting
and leyal professions and the bhuilding and construction
industry containing the architectural, guantity
surveying and sonsulting englneering professions. This
ranking indicated that distinct differences exist
between professions in their perceptions of the various
components of environmental uncertainty. For example, it -
can be seen that architects as a profession percelved
greater uncertsinty for risk than the other two
professions in that industry, énd together with
engineering firms, perceived greatsr uncertalnty from

- competltion from non-profassional firms. The perception
of the uncertainty of the supply and gquality of stafl to-f
meet this perceived aumpshitian was also high. '

Accountants percaived the sacond nighaat uncertajnty
from socio—palitiaal factore of all the profassiona.
Thay slso perceived greatar uncertainty from campatition
from nonwprofassinnnl £irms than 4id attarneys. -
Attorneys were tha profession with the lowest total
uncertainty score and were more unoartaln about the
quality of professional staff Lthan the acoountants.

The medical professicn perceived the highest uncertainty
from soclo-political factors, as well #s the highest
mncertalinty from evonomle faotors, and government
ragulations affecting the professions. This lask factor
is most Likely dua to the medical profession‘s lack of

_gentirol over such issuss as thely own fee structurs and

over the provisicn of state and provincial boapital
sarvice where they may delivar thair services.
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It was aldgo lnteresting to note that those consulting
‘engineering organizations who were more involved in
building enginesring construction perceived greater risk
than those who were more involved in oivil ergineering,
Thie appesrs to be the area where the risk it more
likely to be carried by the ergineering conaultant in
the team.

The principal component anslysis used to develop the
scale had successfully redusaed the aumbher of variables
to a manageable number for use in a scale as describad
in Chapter 4, which was confirmed through the test for
the internal consistency of the scalae. The sores¢ plot
1liustrated in Figure 5.2 suggested that there were
probably three factors which sccoufited f£or most of the
variance, In order to confirm this and therefore bokh o
validate the mcale items and to understand and reduge
most of the underlying variance in as few factors as
. possible, a factor mnalysis of the summary of the data |
for the paraephipns of environmsntal uwncertainty was _'_
performed acrose all the firms. The principal compenant
method of fmotor analysis, with a varimax method of
orthogonal rotation of the factor scorss to alarify the
relationship batween the variables, was applied. This
produced a four factor solution using the mineigen
gritarion, accounting for 68.17 per cant of the
variance, The eigenvalue summary was ap follows:

rabla 5.5

Factor analysis of
paraaptiona of anvironmental unaartainty scale

Factoz % _ cun,

Number Eigenvalue variange % of Variance
1 3.1837 26.31L 26.31

2. 2,2808 i9.01 45,34

3 1.6475 13.73 59,04

4

10949 92.32 68,17
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A scree plot of tha above eigenvaluest is illustrated in
Figure 5.3, ohce again suggesting a tbvee factor
eolution. :

Eluanvuluga

88

1.5 |.. ..... S
: 1 T
. °|6 - 11 : . . [P, .............
o 1 ) 1
1 2 3 4
Factors
Figure 5.3

Screa plot of elgenvalues of PEU, (2)

The potated factor pattern for this analySis was
examined to assist in the interpretation of the tactors
and reduction of the data. This factor pattern oan be
Found in Appendix 15. In deciding Low many Factors to
retaln, Youngman (1979) has specified that at least
three loadings are necessary for a factor to be
inoluded, and a correlation ceefficient of approximately
0.5 or more for orthogonal rotations is necessary for
the inolusion of that variable as contributing to the

- factor. Therefore, where # factor haa sufficlent
variables loading onto it for meaningful interpretation,
the loadings were examined to see whether these ware
high encugh to be included to assist in the
interpretation of another factor. Where the loadings
ware between upproximately 0.3 and 0.5, these were also
considerad where this assisted in the interpretation of
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the factor and added to the number of varlabIES'reQuired _
for retention of that factor. The £ollowing 1oadinqa and
fFactor descriptions were decided upon

Pabhlic 5.6

- Partor loadings for :
perdeptiona of anvmronmantal wncertainky scale

'?aqhor'lz ' Known Factors, iﬂcluding known
_ compatition
Variable No ‘Description Loading
| rechnology | 0.8172
Competition from o o
professional firms 0.8508
Mature of . ' N
competition : . 0.6984
| Factor 2:  Unknown competition
Variable No : Deacripticn' o Loading
Compekition from . ':
non-professional firms . 0:6748
Supply of staff : S D.7467
Quality of staff 0.7984
Demand for new services  0.3517
Factor a: * Politico~economlc risk |
Variable No -~  Description . Leading
Socio=-political factors  0.80585
Governmaent regulations 0.7116
Erononit factors . D.7567
Risk : 0.6262

One variable was left with the ‘high loading of 0.8831 in
tha fourth factor, namely demand for existing services.
Demand for new services also loaded fairly highly onto this
fackor, as did nature of competition, and cne could be
tempted to decide on a fourth factor, called nature of
demand. However, the number of variables in the first
factor would then have been reduced to two, which would be
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too few for inclusion, and the loadings on these two _
variables in this first factor were too high to ignore. It
was therefore decided that this variable did not contribute
su:ficiently to environmental uncertainty to be included

_ and thus the fourth factor could be excluded..This was

- gonfirmed on examination of the rank ordgr_bf'tha scores of
the variables as desoribed in Table 5-4, where this '
_variable was ranked one of the 1ast three by all the
profesaions. -

The three factor solution, acdounting for 59,04 per cant:df
the varlance, therefore accounted for -eleven of the twelve
variables in the original scales. One may therafore.
confidently take the scale items as validated.

5.3.3 Values scale

-The values generatad through this research process are

broadly generic across silx profelslcns. various levels of

values may be conceptuallzaﬁ &5 a cascade of valuea in

.Figure 5. 4 as follows: '

'  First level: e . Generic personal values

_ ' : (Instrumental values of
i ' Rockeach Value Scale)

‘degond levil! ¢— Broad societal values

i {e.g. the SX socuiety)
Third level: &—- Group values '
' (a.9. rellgious,language,'
l.l. g o profeasions) :

Fourth level: &—— Sectoral values -
l l-l L S {(e.g. accountants;

Pifth level: ¢—— Organizational valuwes - _
) (e g. a specific adcounting
firm). .
Figure 5.4

A cascade of values
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_In the context of this mocdel the values from different

' levels will be found progressively . in the next level, o
trat at the fifth leﬁel.the values measured will coutain
elements of tha'first, sacond, thirt and fourth levels.
The values generated by this research were at *the third
level and contained generic personal values, societal
values and group values, and were therefore not specific'
to a particular profession or organlzatlon.

In the questionnaire development phase, principal
component analysis was used to attenpt to delineate the
underlying meanings and construct a concise geala.
_However, as has been explained, this procedure was not
. successful awing to the fact that there were probably

too few responses for the number of variables, resultlng'ﬁ

in the principal component analyeis priocedure not giving
" a clear factor golution, Consequently a thirty-two item
scale was used to allow for the possibility of o
variations between professions and between .
organizations. It was hoped that the hi.- ¢ response
rate from the total sample of firms, together with the

effect of the central linit theqrem which would apply t6

the mean person scores as calculated, would provide a
better factor analysis solution at a this later stage.

a)'- Internal éonsisfency of the scalsa

2 Qimilar progedure to that applied to the testing of
the scale uged to measure the pérception of
environmental uncertainty was adopted for the testing of
the scale used to measure the values. The correspondence
analysis of the data showed the pattern indicated in
Figure 5.5. : '
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Figure 5.5
'correspondence anaiysia of values (1)

In this instance, 48.2 per cent of the variance was _
acoounted for by the retention of the fipet two axes. un
examination of the first axis, the two valnes V13,
honesty, V17, layalty, and to a lesser extent the value
Va1, moral values, appeared to contribute very
signifioantly to the inertia, These values represent
what could be termed “motherhood" values for the
professions, and are not values which would disoriminate
betsecen flrms or professions. '

on examination of the second axls, those additional
variables which were included in the scale as a cheak on
the internal consistency, namely Vil, eye for beauty and
V31, religious, ag well as V25, sensitive, were
highlightad as making a significant contribution to the
inertia (Appendix 18). Onca agaln only the posgltive
values for the contributions are listed,



o

..[Ervgépdma -  \hle?" g ,\\h#(A ‘ﬁ%%%?_.

;.l
AR Hﬁﬂ“’ )

Chapter 5 ' 180 © Presentation and
: ' - hiscussion of
Rezearch Results

These findings lhdicate that these variahles were
outliers and could heve been caltted from “he
guestionnaire, thereby reducing the length of the saale.
It can be seen that the majority of the variables are.
clustered around the intersection of the axes, _
indicating that they do not vary from the average

' “condltion and no discrimination can be- detaatad betwesn

" these variables.

The variables which accounted for the high varlance of
this flrst analysis wers therefore removed in order to
allow foxr greater dliffarentiation between the remalning
variables and a second correspendence analysis was done ”
on the remaining variables. o

The results of this second analysis, represented in
Figure 5.6 show how a more usesble spatial distribution
of the values ocourred, compared to the first analysis,
vindicating this use of correspondense mnalysis for the
detection of outliers. ' '
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il

2. . Lnnmmm :

03

0ar

Imdginatlve

HIGH
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- 2 B 04 0.8 2 0. © 0.1 0.2
v Amiltlous 8 =

ptmnnﬂ ]

Corraspondence analysis of values (2)
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 Actording to this second analysis, 40.05 per cent of the
variance was accounted for by the retention of the first
~ two axes {Appendix i4). In this instance, an inertia

- greater than 100/32 or 3.13 per cent was considered to .

be ﬂignifioaht.

" According to this criterion, the first axln was

represented by the following values:

axis k3

va2 = Unsel ishnass
: (contribution = 9.3 per cent)
v 4 = Broad vislon '
{contribution = 7.5 per ocent)
vid = Imagination
- (contribution = 7.1 per cant)
o Va2 = Good gudgement
(contribution = 5.5 per cent)
V19 = Manmgement skills
(contribution = 5.4 pey cent)
vae « Supportive
{contribution = §.1 par vent)

and to a lesser extent by:

- w23 Poaltivejoptimastia '
- (contribution = 4,3 pexr cent)
V24 = Sglf-disciplined o
{contribution = 4.0 per cant)
vaa = Strong parsonality
© {contribution = 3.6 per aant)
V15 = Interpersonal skills -
(vontribntion = 3.6 per cent)
vV 5 = Competent _
{contribution = 3.3 per cent)

The second axis was represented by the values:

Axis 2

v 7 = Congervative
(contrihution = 18,4 nex cent)
v 4 - = Broad vision
_ (contribution = 10,6 per cent)
V3 = Academlo/intellectual
o (contribution = 8.9 per ocent)
Vs = Qompetent
(contribution = 7.1 pet ocent)
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and to a Jesser extent by:

V30 = e larant
 (cuntribution = 4,7 per ocent)
V16 = Broad interests
{oonteibukion = 4, 5 pex cent)
v w Adventurous
S {contribution = 4. 3 par cent)
vaY? = Stable home lifa
: {wontelbutlon = 3,3 per cent)

the axes thus stipulated, three alearly defined
- ps oFf vari-bles and their mivror images ocan be

_dacsified at opposite poles of the axes.

Group i

- {va, Ve, V9, Vi)

v 2 « Ambitious
VEé = Compassionate
v e = Coutteoqs
V26 = Sracific skill

Group 2
{Vi, V10, V16, V27, Va0)

v i w Advanburous

Va0 w Exparienced

V16 = proad interests
vaz m Stable home life
V3o = Tolarant

Group % _
(Vi8, V18, V19, V22, V23, V24, V29, V32)

VL5 = Interpersonal skills
Vig w Leadawship qualities
vio = Management skille

vaz ~ Nica peopla

vas = Opbimiatic:

va4 = gelf-digaiplined
V29 = Zupportive

V32 - Unaalflsh

Thece groups are well dlffarentiated, indicahing the
intarnal consistency of the scale.

3
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B)  Analysis of values soale

The variables which were shown_to be sutliers by the
test for the internal consistency of the scale ware

deleted, and the mean scores for the remaining .
twenty~six values for esch profession were then listed
in Table 5.7 below. The rapk orders of the values with

the ten highest scores for each profession were made,

and summarized in Table 3,8,

' Table 5.7

Maan scores for vuinaa for aach profession

Adventurous
Anbitious
Acadenic
Broad vision
Compatitive
Compagsionate
Congservetlve
Co~oparative
Courtecus
Experienced

Good Judgment

ITnmagination
Interperscnal
- skills

Broad intereats

Leaderghip
Management:
Methodical
Nice paople
Positiva/
optimigtic

Salf-Disoipl,

Spacialized
skill
Stable
CAtrohg
Jersonality
Supportive
Tolerant
Unselflah
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Competencs was judged the wost lmportant value by all
professions. It can be seen that architects vanked
inagination as more imporiant than the other professions
did, while quantity surveyors ranked leadership and
management skills more important, and enginesrs ranked
the values of experience and good judgement higher. This
" illustrates their raspective task roles in a project
taan.

Attorneys ranked judgement, co-operation and specific
skills of higher importance than did acoountants, for
whom broad vision and imeginatlon were ranked more
important, It was also interasting to note that N
aktorneys did not rank msnagement and leadership skiils

as amony the ten most important values. The medical
profession typically ranked dompassioﬁate as one of the
more important values, and also ranked vourtesy and
co-operation as more important than the other
professions did,

These rankings therefore illustrate the dlgtinoct.
differences between the profassions in thein value
systems. This procedura alse highlighted certdin _
variables which were considered to be important by the
partners of the professionsl oxganlzations but which
ultimately were not found to contribute significantly in
‘the factor analysis. ‘hese additional variabies are = '
lemdership gqualities, interperaonal skills, ambitiuus, 
courteous, mathodical and axparianued.

The faotor analysis proaedure wag performed on the -
reméining twenty six variables, with the objective of
finding the major factors underlying professional
values, The principal component method of factor
analysis was onca again used. This reduced the number of
dimensions and rotated the data on the reduced set of
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‘dimensions through a varimax rotation of the factor

scures.

Using the nmineigen criterion, an eight factor solutidn
was artived at with elgenvalues greater than one. This

accounted for 76.34 per cent of the total varlance

(Appendix 17). The relative importance of these eight
factors 1s illustrated in the proportion of the total
variance accounted for by each factor in Table 5,9.

Table 5.9

Factor anal#sis of values scale

Factor ' % . Cum. :
Number - Eigenvalue - varlance % of Variance
1 8.80&9 33.87 33.87

2 2.3811 9,17 43,03

3 1.8860 7.256 BG.38

4 1.83568 7.06 57.356

5 L.4604 , 5.62 - 62,98

6 1.2787 : 4,91 67.87

7 1,1984 4.61 72.48

8

However, the scres test, wheweby the elgehvalues were
plotted agalnst the number of factors, illustrated that
two major factors, accounting for 43 per cent of the
variance, appeared to be responsible for much of the
variance. (This percentage variance is similar to that

arrived at ir the correspondence analysis procedure.)
This is illustrated in Figure 5.7 below.
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Elgenvelues
i9 ' .

-] T i _M_ . . : .
'o i .|' ) - ) A .I_ 1 1 . L. .
1 2 a3 4 & & 7 8 @ w0
: Factor rumbers T
Flgure 5.7

Scree piotzdf eigenva;ues, values'(lj

The problem, therefore, 1s that the mineigen criteria
recommended an eight factor solution and the soree plot
recommended only two. A compromlise is needed, which

- aceounts for much of the vériaﬁue_an& delivers

intelligible meaning, without swamping one with twivial
detail. - S - L

The rotated factor pattern was examined, and once again
the variables with loadings higher than approximately
0.5 were automaticaily included in a factor. Where the ;
loading was greater than approximstely 0.3 and the
variable contributed to the interpretation of the
factor, 1t was also lncluded. Where there were not
sutficlent variables which loaded onto the factor for
inclusion, the variables with high loadings were
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' examined for alternative factor membarship'ahd this

igctof was deleted. Where a variable loaded onto a
factor which had sufficient variables, and it also
loaded onto another factor with few variables, this
variable was examined to establish whether it added to
the meaning of the second factor and could be grouped

together w, «h the other variables in the second factor

in order to include this factor. This means of .
"allocating® factor 1oad1ngs to optimize coverage and
minimize redundancy follows Youngman (1979). Following

‘this procedure, the final number of factors selected was

five, The allpcation of the variables, their loadings,

. and the final selection of factors is illustrated in

Table 5.10.
| Table 5.10
Factor loadings for values

Factor 1t Service orientation

_ Variable No. . Description | . :ucaﬁing
v 8 | sompetent - - 0.5506
V6 . sonpassionate . 0.3654
v 8 o - go-oparative : - 0.8073 -
V14 imaginative - T 07938

. Va2 : nice people 0.8021 .
Va4 : salf-digciplined _ 0.6052 '
va2s gupportive 70,7258 .
V30 _ tolerant .0.6175
V32 unselfish - 0,7912
Factor a: i strangth and stability _ _
VErlable No. ' pescription : . Loading
V1 ' adventurous | ~0.5037
Vie : broad interests ~0.5538
Va3 . positive/opt. - =0,5190
V27 . stable home life ~0,7355

V28 strong personality ~0.6545
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Factor 3: Credibility
_variable No. Description Loading
v o2 ambitious 0.3256
v a3 acadenic 0.8962
Vio exparienced 0.4494
Factor 4: Leadership _
‘Variable No. Description - _ Lnading
V4 broad vision | =0.7655
vis leadership _
i qualities ~0.7780
Va3 positive _ ~0.3365
Factox 5: Interpersonal skilis
Variable No. Description | _ Loading
Ve sourteous . . 0.7657
viz good judgement . 0.5098
vi5 - interperscnal _
. skills . g ' 0.5168
va2o . methodlcal : 0. 6400

To validate these constructs and confirm that thie five
factor solwtion was in fact justified, the scores fOr the
twenty four of the original thirty two variables, which
contribute to these factors for each professional
~organization, wera entered into a second data base and the
factor analysis repeated (Youngman, 1979). The minelgen
criteria gave a six factor solution, accounting for 71.05
‘per cant of the variance (Appendix 18). A acree plot cnee
again indicated that the first two factors accounted Ffar
much of the variance. On examination of the rotated Ffactor
pattern, the meanings of the five major factors, and the
loadings'of'the respective variables onto them, wers nicely
confirmed (the oily differences were that variables 24 and
29 no 1onger leaded onto factor 1, and variable 26 replaced -
‘yariable 23 on factor 4 - indicating satisfactory stability
in the factor solution.}
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In concludgion, although'not part of the research
objectives,'it was observed that a lowar ranking of
uncertainty of internal soclo<political factors and a
higher congensus of values occurred among f£irms of a
predominantly Afrikaans language and cultural ocrientation.
This would appear to suggest that the cultural _
‘sooclalization process engenders a tradition of greater
unity of spirit among people of this group'which provides a
cohesiveness and strength, and might account for the lower
'pérceptian ef uncertainty of the soclo-political '
environment. ' '

5.4 The image questionnalre
5.4.1 Internal consistency of the scale

Correspondence analysie of this scale indicated that
variable I2, conventional/unconventional, could have been
discarded from the scale, mince both positive and negative
~ values avre very close to the intersection of the axes and
therefora the variable did not contribute to the -
disorifination between firms (Figure 5.8). The quality of
thi~ variable in the walculation of the ¢o-ordinates for
observations was also low {about 0.014). '
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Corvespondence snalysis of inage scale

The £irst two eigenvalues accounted for 41.9 per cent of
the variance. In the case of thirty eight'variables, the
significant contrlbuticn to inertia is 100/38, or 2,63 per
“ent., :

aAs ls illustrated in Appendix 19, the first and second axes
are represented by the following variables:

Axis 1

I1 = large
(aontribution = 2,8 per cent)
17 = growing
(contribution = 2,7 per oenkt)
Ll0 w ghrong
(contribution = 3.2 per gent)
. T8 = good leadership
' {contribution = 3.9 per cent)
L26 = girong gllent base :
(contribution w 4,0 par cent)
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The second axis is represented by the variables:
Axis 2

ILo = strong
(contribution = 4.1 par cent)
IL?. = aubooratlo lezdership
- {contribution # 4.2 per gent) :
I23 = involved in professicnal bodies
- {contribution = 4.8 per cent).

once ﬁqain threa gfoupsﬂof variables appear which are well
dlscrihinated from each othar and which are reflacted in
their mirror images, thus constituting the posltive and

' negative poles of three axes. The variables accounted for
by these three groups, together with the variables which
contribute to the .kes, constitute most of the variables in
the questionnairs.

There were only = few variables which could have belonged ..
to Group 1 or Group 2, such as I23, involved in
professicnal bedies or teaching; I24, aggressive narketers:
and I29, give good service. Some others could have belonged
to Group 2 oxr Group 3, such as I2, haye spucific language
or cultural identity; 122, succession problam if 1eader
leaves; and I34, hlgh morale.

Sroup 1

. {%3,15,1I9,I15,128 -

Iisg, 121 I27 Ial I32, 133)

I3 = large

I5 = good reputation

19 = growing

115 = strong

I28 = well managed

Il5 = good leadership

‘121 = high credibility

127 = wlde geographic diatrihution
I31 = gompetent

I32 = depth of expertlse

133 = good technical knowledge
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croup 2 .
(I1,I4,I7,%10,I23,%16
135,136,137,I38)

CI1 = innovative
' I4 = ethical

17 = gpecific language or cultiral identity
I10 = spacialists

I13 = strong in certain markets
Ilé = good communicators

I35 = good understanding of business
I36 = have gained good peopla
"I37 = hava wall-known stars
Grouy 5

{16,I11,%24, xia 124,125 126}

Is = gtable

Til = old established fizm

Il4 = prograssive

I18 = gqreasive lendership
X200 = high visibility

I25 = wide range of mervices
126 = gtrong olient basge

- 5.4.2 analysis of imege questionnaires

Thera had hot been sufficient respondents in the initial
gample of organizations to dive a satiafactory pWinaipal
component solution and reduce the numbar of varlables to
arrive at & conoise questlonnaire. At this stage, however,
a factor solution was assumed to be a viable pracedura to
illustrate the underlying dimensions of the datas,

- particularly since once again the effects of central limit

theorem would apply to the mean sdoras for anch varlable
for esach f£irm. The principal component: method of factew

'analvsia was therefors applied to the consoliduted datu Bet

and & varimex nethod of orthogonul rotation applied to
assist in delineating the underlylny meaning (Appendix 20).

8.9 pe# cent of thae total variancs was accounted for by

' the nine factors, A scree test indicated that three of the

factors accounted for 53.66 per wvent of the variance. Once
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again the 'loadings of the variabies in the rotated factor
pattern were examined to establish the number of factors
with more than three varlables with high loadings which
could explain the underlying meaning. The oriteria of at
least three high loadings and & minimom loading of
approwinately 0,5 were onte again adhered to. This ylelded

seven factors.

This factor analysis, howevar, did not succead in reducing
the number of variables, since thirty-six of the
thivty-elght variables in the scale had loadings of more

than 0.3 and were therafore included in thls seven Factor

sulutien.

In order to reduce the number of variables and the _
associsted nunber of factors, x more stringent requirement.
was seti only those varimbles with factor loadings highey

- than ¢.6 ware congiderad. This left twenty-two scale items 

which were entered intc a second data base and the factor__:
analysis procedure repested, using the same principal

- component method of factor analysis and the varimax method -

of orthogonal rotation. Thiy procedure was therefore

- aguivalent to & seale construction procedure.

The factor analysls of these twenty-two scale items
produred a six factor solution using the mineigen oriterion
for the retentlon of factors (Appendix 21). This solusion
accounted for 76.51 per cent of the total variance whioh -
was satisfactory, She summary of the eigemvaiuve scores fox

thia solution is s ¥ollows in Table 5.1l
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Table 5.11 _
Factor analysis of image scale

Factor _ ' % - Cum,

Number Eigenvailua . Yariance % of Variance

1 6449 29.53 29.43

2 4.89 22.21 BL.75

3 1.53 6.95 58.69

4 1.50 6.84 65.83

5 1.37 6.23 71.76

6 1,04 4,78

The seree plot of the above eigenvalues was done and is

ghown in Figure 5.9 below:

- Elgonvalue

76.8)

?
b
sn
4“
8l
i e A,
0 L — . ARV S T 3 L
1 2. 8 4 & & T &8 8 W
Factor number

Pigure 5.9

Scree plot of elgenvalues, image (2)
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This suggdsted a three factor golution which would

- account for 58.69% per cent of the total variance.
Howaver, the rotated factor pattern was examined and the
previcus judgemental process of variable allocation and
factor retentlon repeated, with the criteria as stated
by Youngman (1979) being applied. '

Because of the reguirements of five ko six scale items
for each factor, and by subje ting possible contributory
items to each fagtor in the light of the integrative
model in Chapter 3, it was concluded that thure were
 four factors which summarised the underlying twenty~two
variable- adequately. These are described as follows in

Table 5.12:

Table 522

Factor loadings of four imaga fautors

Faﬁﬁnr 1:

: Va&iable'No."

116"
121 .

129

132

133
Fagtor 2t
variahle No.
117

' T30

134

‘I 5

125

I

I 6
IL2.

Quality service
Descfiptibn

good lsadership
good connections
with ollents

goot service

depth of expertise
technical knowledgae

Loadlng
0.6942

0.7448
0.7990 -
0,8289
0.8620

Broad, multiéapagiaiisﬁ

Resoription

autocratic
leadership -
pany specialist
services

high morale
athical,

wide range of

- mervices

specific language/
oultural identity
gtable

uniform identity

Loading

0.5225 .

9.8007
0.8510
0.6180

'0.7645

0.5015
0.8862
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Pactor 3: ' Reputable professionals .- |
Variable No. besoription Loéding
I _ © growing 0.6362
I 4 good reputation 0.7489
124 o agyress. marketers 0.3389
Iz3 ' involved in .the S
_ . © profession 0,7961

- I3 _ -wall-known stars - 0.7244
Factor 4% Tanovative speclalists

' Variable No. Deseription  Loading
T3 innovative ' 0.8098'
I14 progressive 0.4509
128 - strong in

' certaln nmarkets 0.5026 .

115 specialists = 0.4561

Tha.aBQVB four factors déscriba the four catégories off
_professional organizations, with: the specific strategic
attributes which best describe them.

_5}5” _ Analyais of strategy quastionnaira

Responsen waza raceiVad from thirty-thrae of the -
'forty-eiga professianal organizations which constituted
the membership of the groups in the previous section. '_
The results of the guestionnaire could not tlevefore be

- included in the overall apalysis for each flrm, but some .
of these results were incorporated in the diacussion of
-the final mod&l.

The response rate by prafassicn for this questionnaira
was as follows in Table 5.13:
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Table 5.13
Response rate for strategy questionnaire

Profession Number: ' gesponse rate
architecture 9 100.0
Quantity Surveying - 2 . 66.7
- gconsulting Engineering 5 55.5
Acoounting 6 6§6.7
Medicine B 75.0

‘The orily profassion witﬁ a rasponse rate less than 50

per cent was the legal profession, which the table shows

. at 40 per cent. The above response rates places sonme

doubt on the generalizability to the widew legal
profession from the gample: However, the batter regponse

. rate frowm the other professions suggests that
_generaliaations nay ba made regarding these profesaions

in the sample.

The analysis of this questionnaire consisted of visual
inspection of the data, with comparisans being made of
sach firm relative to others in thak profession, The
rasponses for each nrganizatinn ware categorisad into

_high, medium and low, relative to the other

organizations in that profession. This manual method wasf
necessitated by the relatively low number of :

questionnaires raturned, compared with partner and insge
questionnaires. The highilights arxe noted here.

‘The number of services gave &n indicatidn'of1the

diversity of services, whila the type of gervices was

indicative of the complexity, i.e. the extent of

diversification outside of the type of service which
could be regarded as standerd, such as architecture for
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architectd, audit for acocountants, civil engineering for
consulting engineers, building surveying for quantity
surveyors, conveyancing for attorneys, and reutine
X~rays for radiologists and pathological tests for
pathologists. A high number of servicas would be seven
for all professions, while a low number would be one.

- The ‘pumber of branches was indicative of the
. geoyraphic spread or conversely, the geographic focus of

- the firm. It was found that those organizations which
provided services to public sactor or to major corporate
clients required a large number of branches. This was
found in organizations in the construction and building
1ndustry, as well ds in accounting firms. In medical
firms, a large number of collaction points was found in
~ som¢ pathology firms, but a wide geoqraphic : '
aistribution outside the najor urban areas was anly
obsarved in ane_organization in the sample whinh
serviced the country areas of the Transvial. There was
‘some discussion about the probability of the developmant
of joint ventures between medical organizations in ' 
different provincial areas to reduce the heavy overhesd.

The highest rumbex of organizatiana with a ralatively
 bigh percentage of oustomization was found in the
architectural and legal professions whers speuific .
fcustnmizéd service i% necessary..

_High'atandardizﬁtian was found in firms with a wide -
geographic distribution, as well as in the group which
- was equivalent to the standard, reputable firm. In some
architectural organizations, standard plans, such as
those for a £illing station or provincial school, gave
rise to atandardizatibn. Bimilarly, in acoounting
organizations where a: large percentage of fee inoome was
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~ derived frem the audit. procedure, or in legal -

organizations where a large percentage of fee income was

derived from standard conveyancing of, for instance,
mass housing projects, this measure was high.

High routihization was'frequéntly found together with
hiigh standardization, as expeoted, in the examples
desoribed above. '

There was generally a medium to low expenditure on

- marketing promotion in three out of four groups, with
tha architectural profession spending the most and the -
medical profession the least.

The gearing or staff/parther ratic for aconunting.

firms was generally between ailght and nine, whereas for -

. legal firms it was between five and eight. The ratio of
partner to second-level was generslly between five and
alght for accounting firms, whereas for legal firms this
varied between 0.7 and 1,7. This reveals the higher -
"people" gearing of accounting firms, relative to legal
firms. In the architectural and guantity surveying
professions, the. staff/partner ratio varied batween
three and eleven.

The staff/partner ratio was relatively high and medium

in the reactor and reputable, slightly innovative groups

' of organizations, whereas both the service guality
ipnovative group and the broad-based innovative group
did not exhibit high people gsaring.

In the medical profeasibn, Labour intensity was very low

in radinlogy (0.2 - 0.7}, and slightly highayr in
pathology (0.9 ~ 6.0), Thers was also a higher
staff /partner ratio in patholegy {21.0 = 32.0).

.
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In all professions the amount of budget allocgted to -
research and development was 1 per cent. The amount of
time allocated varied between 1 and 12 par cenkt, and the
percentage spent on technology between 1 and 80 per
cént. It appeared that thir arvea of activity was not as
“highly developed in profeséional service organlzations
as it may be in otheér organizations, There may he

" various reasons for “this, including the fact that much
of the research and development work is done overseas.

Pesring in mind the cbservations in the above section___
regarding people gearing, the highest research and '
development expenditure on technology was predzctably
fourd in the service«quality innovativé group.

Wich few exceptions-the-nrqanimation typa in
accounting, legal and madical firms was generally a
partnerahip, with or without a service ccmpany to
provide a vehicle for pension schewes, financial and tax
arrangements. In the construction professions there were.
more incidences of such sophisticated organization types
as irncorporated company, alosed curporation, and one
instance of a limited liability company. There were
compianies in which the partnerships had equity, which

~ were limited liability companies. -

These were involved in related diversified activities

~ such as project management, interior design, landscape
‘architecture and town~planning AMOKY tha oonstruction

profesaions.

Envirommental tracking was found to be low amohg

attornays, relative to cther professions. This raflects

the fact that attorneys are probably the least

threatened by changes in the environment such as
competition,
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Boundary spanning was high in organizations of both
 the reputable, mildly innovative organizations and the
innovative organizations.

Zoncluaion

The analysis of the three questicnnaires has resulted in
a degree of simplification of the underlying concepts
and has oategorised the professional organizations into
four or five groups according tn their specific
characteristics along these concepts. In the next
chapter, the integration of the different aspects of the
professional organizatioms is attempted.
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' CHAPTER 6
RESULTS AND ANALYSIS - PART 2:

TINTEGRATION IN‘I’O GROUPS =~ ORGANIZA‘I'IONAL EFFECTIVENESS,
INDUSTRIALIZATION AND THE MAISTER MODEL

6.1  Introduction

Firstly, this chapter contalns the integration of the
results of the preliminary data analysis of Chapter 5

into a consolidated and integrated set of quantitative
attributes of each group of professional organizations.

Secondly, the outcome of this integration are discussed
valative to the theory base of the research, and any-
variations from the theory are vonsldered in so far as’
these could be explailned ag a consequence of the '
ldentified attributes of the professional service
organizations.

Thirdly, those variables which contwibuted o the

proposed model of organizational sffectivensss and

" industrialisation are exanined for each of the

integrated groups, and the £indings assessed ralative to
the integrated groups of professional organizations.

L
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6.2  an’integrated contiguration of profiles
: cotiprising professional orgunizatilon, strategy,
- and top management team '

6.5.1 Contribution of the attitude scalss

In Chapter 5, each of the attitudinal scales in the

- questlionnaires was subjected to factor analysis in order
to'reduce_tha'variables to a number of factors which
could best desoribe the underlying meaning. This - _
resuited in a three factor solution for the perception

. of environmental uncertainty, a five factor solution of
the values, and a four factor solution of the image of
the professional firms.

The factor scores from each of the ahove factor analyses
were saved, and a cluster analysis of the fagtor scores
of these twelve factors was performed, with various
possible ¢ ster solutions belng examined, from Ffour
clusters to seven clusters (Appendix 22). {It will be
recelled from Chapter 4 that aqluster analysis is an
exploratory taohnique, which sorts individuals inte
groups according to thaeir distance from each othex in a
multd- ﬁimensional space defined by their scores on
speaified attributes. The technique shows the
improvement in variance that ls achieved as individuals
are added to clusters, or clusters ars split in oxder to
be amalgamated with others. It is therefora a matter of
theoretically inrormed judgement to establish how many
clusters comprise the most insightful solution.) .

The number of firms in each cluster for these four
posdible cluster solutlons is illustrated in Table 6.1
as follows:
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Pable 6.1

various possible cluster solutions

Pour Pive six | Seven
% Variance 24.37 30,70 37.43 40.29
Cluster 1: 32 : 8 : 23 17
. Cluster 2: 5 24 10 5
Cluster 3: 7 ' 18 1 - 16
Cluster 4: 4 4 8 2 -
Clugter 5: 4 . A 3
Cluster 63 B 4
Cluster 7: 1

 Since the theory had suggested a four part tsxonomy, it
was tempting to choose this solution. The actual '

mpplicability of avallable theory to the particular case
of professional firms was an open issue, and it had
therefore been resolved that an inductive approach would
be adopted, in which the data would ultimately shape the
interpretation. ' ' :

As can be seen fyom tha above table, a four cluster
solution, on the one hand, resulted in thirty two of the
profassionsl organizations falling into one cluster, and
with the remaining orgénizations falling lnto much
snmaller clusters: five in a second cluster, seven in
third cluster and four in the fourth. On the other hand,
both the gix cluster solution and ithe seven cluster '
polution resulted in one cluster which contained only
oha firm, with a large number of firms falling into two:
clusters, : :

By contrast, a five cluster solution promised to be
-reasonably close to what the theory had to offer: and
aveided consigning some firms to outliers on tha one
hand, or clumping them into vast and undlfferentiated
groupings on the other. This seemed to be the most
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balanced dnd any additional clustaers only served to
highlight differences betweer cluster solutions which
made some Firme outliers. Thus, although the five
~cluster molution accounted for somewhat less of ths.

variance than the six or seven cluster possibilities, it ™

waz the most satisfactory according-to & plausible mix
of crzteria. :

The five cluster solution, based on the three plus five
plus four simplified factors indicating the perceptions,
values, and images of the firms respectively, was taken .
as the foundation for further integration. The next step
is to untover the nature of sach group acoording to the '
respactiva sots of simplifiad factors.

Beginning with the three factors extracted from
environmental uncertaanty, ‘tha simplified Ffactor soOres
are given in Table 6.2. The differences between the
 five groups are illustrated graphically in Figurs 6.1.

Table 6.2

Factor scores of perceptiohs of
snvironmental uncertainty for five groups -

Group 1 Group 2 Group 3 Group 4 Group B
Known  =4.07  0.21 -0,02  1.33 0.17

Fagtors = _
Competidtion «0.65 0.26 0.06 0.66 . =0.55
POlit‘-iGQ‘* 0‘32 Gl:"? ""'0 .32 . 0-21 . "'1:70
econonlo

fectores

TOTAL S ~0,.90 0.84 .28 2.20 ~2.08

MEAN: : ~(.30 0.28 . =0,09 0.73 (.65
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- The graph 'is especially helpful. It shows that Group 3

(the yellow line) ig Fairly neutral in its perceptions
relative to the other groups, rutning olose to the zers
line in all three respects, hamely known uncertainties,
including known competition, unknown competition, and

- sacio~political uncertainties. Above it are Group 4 (the

red line) which exhibits the most environmental

uncertainty overall, compared to the other groups; and

Group 2 {the green line), which ls also above the zers
reference line in all thres respacts.

Looking below the line, one sees that Group 1 (ths biué:
line) exhibits the lowpst aggregate uncertainty, being

' well below zero in two.of the three respects; but,

interestingly, beéing the highest of all in the third
respeat, socio-political uncecrtainty, Group 5 (the black -
line) presents & neat contrast to Group 1, in that it is
also below the serc line in two respucts, but it lowest‘“-

- of all on aocio-political unaertainty.

Turning now to the second set of simplified tactor
seores, those for valuea gimilarly presented in Table

6.3, and graphiaally in Figura 6.2

Tabie .3 _
Factor scores of values of five groups
Group 1 Group 2 Group 3 Group 4 Growp 5

Service ~0,14 - 0.00 0.07 - .08  =1,22
Crienta~ ' : : '
tion _ : . - o
“Inten- 0.61 0,93 0.80 «0,1l8 ~0.04
persanal o
Skills _ :
- Leadership ~1.06 0.0% 0,17 ©  0.60 | 0.50
TOTAL: - 70 -0,28 L.07 .'1..09 o w3, 54

MBAN: =0.14 ~0.06 0.2 O.232 -0,.71
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once again, it is only really possible to nake some
sense of the results with the help of the graph. It

shows, firstly, that organizatiohs in Group 3 and 4

(yeliow and red respectively), share a higher overall
positive value relative to organizations in the other

_groupd. This is partioularly true of organlzations in

Group 3, which have positive attributes on all the value
factors, relative to the organizations in the othér
groups. In the case of the values Group 2 (green) is
again close to Group 3, with the exc-ptlon of the second
respect, 1ntarprat1Ve gkills, '

' Firms in Group 1 (blue)_are distinguished from the other

four groups by the greater importance placed on the

- values of interpersonal skills and strength, and the

1esSer importance of leadership. Firme in Group 2 rely

more on ¢redibility than the cther gfoupe, plage lesg

importance on interpersonal skills and have a rather |
neutral attitude towards the other three values., The S
girms in Group 3 have rather neutral values overall, :
without any particular valus system which characterizes

it. This is also the case with the pavceptions of this

group discussed under the pyrevious section. Group 4 -

£irms place a high value on service orlentation and &

lessar valug on leadership, but ave fairly neutral -

towayds the other values, Firms in Group 5 do not regard :
the valuas of service orientation, crsdibility oy '
strength as impor mt, awrd neutral towards the valua of

~ interpersonal skills, while the only value which is

regarded positively, relative to the other groups,_is-
leaderszhiyp. o

Attending now to the thivd set of simplified factors
concerning imaga, the sign of the factors obtained in
the factor analysis of the image variables was examined,
and the sign corrected from hegative to positive as
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demandad-by the caﬁceptual sanSea Tha-résulting faotor
‘soores for the four image factors is shown in Table 6.4,
and is presentsd graphically in Flgure 6.3.

Table 6.4
Factor scores of images of five groups .

Growp 1 Group 2 Growp ) Croup 4 Group 5

Service -0.14 0.42 0.23 -2.28  ~0.05
Quality : : S o ' S
Multl- : 0:04 0.4 -0.04 -2.90 ~0.39
Speclal : - . : :
Reputabla  ~0.27  ~0G.6% 0.76 0,48  ~0,80
Innovativa ~0.19 0.4% -0,28 °~ ©0.30. =0.08
- 'EQTALS ‘~0.58 0.60 0,67 “2.,790 - =1.29

MEANS _ ""-‘_0.14 Oc15 0.17 . "0158 0,32

The above table indicates that organizations in Groups 2
(graen) and- 3 (vellow) have a positive image overail, R
tnough Group 3 is lower on reputability than Group 2 but
that arganizatians in Group 4 (red) have & particularly o
 nkgative image relative to the other groups. :
arganizations in Group 1 {blue) have a mildly negaﬁiva
uVerall image without any clearly daefining
characteristics,_ i.e. the soores are near to the zaro
line. Organizations in Group 2 are characterized by
providing a quality service, are multi-specialist and |
are also innovative, ralative to the other groups. Group

3 organizations are characterized by being highly .
reputable and also fairly characteristically provide &
good gervice. Organizations in Group 4 are innovative
but are least likely to provide a good service relative
to the firme in the other four groups. The organizations -
in the £ifth group ave negative on all image fackors,
ralative to the other £irms., Organizations in Group $
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(black) are especially ntgative on the reputability
fagtor, lower than most on multi-specialism, and near
average -~ around the zero line - in the other two
respects.

It is interesting to note, wlen one draws comparisons
back with the values on Figure 6.2, that although the
value of service quality was regarded as highly
important for organizations in Group 4, their image did
not reflect that this value was being carried out on an
organizational level. Sinilarly, organizations in Grqup
2, who espouse credibility as a value system, are shown
to be the least reputable. Group 3 organizations, who
rely on interpersonal skills as the dominant value, are
perceived to be the most reputable group, This may
indicate that it is pregcissly these values which are
lacking in an organization’s value system which are
regarded as the most important. ' ' '

Since graphical analysis had provéd to be neiptul in
considering separately the three sets 42 factors which
differentiated the groups, correspondence analysis was

performed on all twelve factor scores simultaneously.infi;_;'

order to try and inspect the overall relationship among
the five groups. The results are indicated in Table 6.5.
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Table 6.5

COrrespnndence analysis of five groups

co-ordinatas _ Elgenvalue Individual Cumulative
1 - 0.02080 @ 42.81 42.81

2 0.01984 40.83 83.64

3 0.00571 11.75 95,40

4

0.00223 = 4.60 100.00

It cén be seen from the above table that the first two
co-ordinates between them delineate 83.64 per cent of
the variance, the third covers another 11.75 per cent.
The fiirst two co-ordinates account for similar
proportions of the overal. variance, indicating that
these axes are potentially unstable, although f: plane
- defined by both of them is stable.“ -

'The confrlbution of the variables to the axes is
pregented as follahs.

Axis 1.

P:Socpol = - perceptlon of politico~econumio factors
(contributlon = 21.3%)
Vistrenyg = valua of strength _
: - (contribution = 29.7%)
. Vigervor = value of mervice orientation
' - {contribution = 10,1%).
Ais 2
Itgervyg = image of service guality
_ (contribution = 36,23%)
I:Broad = image of broad gervices
: (sontribution = 7.6%) :
PiKnown = perception of known factors
(contribution = 23,08)
Vilead =  value of leadership

(contribution = 10.6%)
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ItReput = -Imaga of reputable

: : {contyibution = 21.5%) _

Viipgk = - Value of interperscnal skille .

- (contribution = 58.9%)

The association between the variables and the zive L
groups is lllustrated in the three graphs shoim in
Figure 6,4 below

Figurg 6-4
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The first graph which plots Axis 1 sgainst Axis 2 shows
that orgonizations in Groups 2 and 3 are very similar
when seen from this perspective, and, in both f£alling
near the zerc polnt or "barycenter" of the two axes, do
not differ much from the average across all the groups.
This squares with our consideration of the three
separate sets of simplified factors: in Figure 6.1, both
were glose to the zero line; in Figure 6.2, both only

deviatad appreciably from the zero line by being high ar_a 

low on interporsonal skills respectively; and in Figure
.3, the deviation from the zere line was Iln respect of
‘reputabllity, Thesa deviations are also captured by the
corresponderoe analysis: for Groups 2 and 3 are seen to
be separated from sach other on the third dimansion, and
we notida on the praviocus page that this third axis is
induad defined by the image of reputability and the
value of interpersonal Bkillsl'whis coincidenca anong .
‘the dlfferent forms of display is a remarkably sensitive
goxroboration of the pattexning in the data.

This £irst graph slsc shows that Group 1 and Group 4 are

allke, in line to the right of the diagram, hexe
varisbles P:Soopol (pewception of political .=
uricertalnty), V:Streng (value of strangth), and V:Sarvor
{value of sarvice orientation). However Group 1 iz
differentinted from Group 4 by the vertical axis, in

. that Group % 48 very high on ~ i.e. closs to - I:8ervg -
(image of service guality)} an attribute from which Group -
4 is very dlstant. This differentiatlon was seen L
praviously at the left hand edge of Figure 6.3.

A% regards that vertical axls in tha first plok, Group -5
is not vaery different from Groups 2 and 3, However, it
~ lies well to the left slong the hoxizontal axis, which
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associates it for example with higher V:Lead. (value of
leadership) than those two groups, as seen separataly
for example in,Figure 6.2,

Being near the origins, it follows that Groups 2 and 3
organizations are closely associated with a number of
variables, but particularly closely to those of the
perception af'unaertainty of competition, the value of
interpersonal skills and the images of multi-spaciallst,
innovativa and reputabla.

We have already noted how the second graph serves to
differentiate Groups 2 and 3 , whiah are otherwise close
to each other in the primary plane. The second graph
illustrates the relationship between the Groups and
varisbles along the first and the third axes. On thesa
axes, 1t can be seen that Groups 1 and 4 are similar and .
closg to the perception of uncertuinty of

~ politico-economic factors, the value of service
or;antation and the value of strangth.

The thira graph illustrates tha relationship between the -
groups and variables along the second and third axes.

From this viewpoint the particularity of Group 4 becomes
evident with respect to variables P:Known (pexrcaption of
xnown uncertainty), as was evident on Figure 6.1. '

8ince it ls difficult to conceptualirze the positions of
the five groups of organizations in the multidimensionsl
space representing all of the twenty eight varisbles, -
thelr positions on the first thres dimensicns only,
those of perceptions of environmental unosytainby, value
and image, as represaented by their factor scores, ls
illustrated in Figure 6.5 beluw.
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6.2.2 _Thé'iﬁfluance of the demographic variables

‘It was further decided to examine the relationship
between professional organigations - these having been
grouped by their images, values and perceptions of
suvironmental uncertainty - and the remaining
information to hand, namely the values of the
demographic variebles for the separate groups. In _
addition there remained the variables in the additional
strategy questionnaire, whiah will be examined in the
following saction.

‘In arder to examine this relationsnip, the clustvering of
the cages into five groups was uged as the basgis of a
aiscriminant analysis, which would indicate relative o
importance of, and the assoclations among, the nineteen
demographic variables in relation to the oclusters.

The results of this statistirzal manocecuvre are given in
‘Appendix 23, and show that the demographic variables
achieve an 84 per cent reduction in class error, with an
overall Wilks Lambda of 0,0091, confirming a high
predictability between these variables and cluster
menmbership., The variable selection report shown in

- Appepdix 23, indilsates that there ware ten of khase
denographic variables whicn had an F-probabllity of less
than 0.1. Differences between these ten variables
therefore discriminate betwean the five groups of Fimms.
These ten variables are age, the experiende profiiés of
‘the partners, some of the variables which indivated the
time allocation, and time spent on overseas conferendes .
and on giving lectures. The detalls of tha variable
selection report of these ten variables are outlined in
Table 6.6, : .
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o Table 6.6
Variable selection raeport of ten discriminatinq
demographic variablas and cluster membdrship

variable . R2%-Ad  P-Value F-Prob  R°~Xs
Age (yrs) © 0.299 2.8 - 0.0644 0.6429
%
Experience
in public ' . S '
sectar 0.389 3.8 - 0,0183 | 0.7515
Experience
in acadéemia = 0.291 2.8 0.0720 0.8302
Experlence :
in other S : _ '
£ixms . 0,387 3.8 0.0158 0.4528
Bxperience . : _ -
in own firn - 0.436 4.6 . 0.0065 0.6244
© HEpurs.
Client . . _ :
gonializing 0.317 2.8 0.0485 - 0.6347
Technical work 0.440 4.7 0.0080 0.8249
Ne.
OQverseas o > _ _ '
conferances - 0.340 3.1 0,0350 - 0.4693
Houxs o _ _
giving _ _ ;
lectures 0,350 3.4 g.0276  0.5084

3 check was garried out on whether s four cluster
gsolution would have inen a better solutlion. This was
done by performing a discriminant analysis procedurs
between the cluster identity group membership of tha
four clugter solution and the demographic vari&blas.
This did not give a satisfactory solution, whlcn WeE 8
reagsuring confirmation that the Lheoretiaally and
intuitively formed cholce of a five acluster sclution was
sultable.
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A further check on which of the demographic variables
discriminated between the groups was done by using
‘one~way analysis of variance procedure between the
demographic variables for the respactive groups. The
results of this test ave summarized in Appendix 24,
where the variables which ghow a high variance between
the clustar, as - lndicated by the prabability greater -
than P of less than 0.1, are highlighted with an

asterisk. It can be geen that the zsame ten varisbles ara

shown to discriminate between the five groups.

For sach of the ten demographlc variables, the mean

value across the clusters, as well as the Z- scores for -

' each cluster, were calculated. This is analogous to the
crloulation of factor scores in the cotirse of Eactor
analyols of the attitudinal scales, and indicate the
extent to which each clusier varied from the mean. The.
point of the exercise is to allow one o agsess the’
salience of one or other demographic variable in
differentiatlng or likening the various groups. These

Z-gQores ara_listed in Table 6.7 below, and illustrated

graphically in Pigure 6.6.

Table 6 '

Z~Joores for tan discriminatinq
demagraphic variablas

Tariable Graup 1 Group 2 Group 3 Group 4 Group 5
Age (yrs.) “G.46  =0.83  w1.20  1.28 4.4
Experiency n

‘public sector  0.04 =0.61 =0,76 ~0.60  .1.92
Bxperience in '

~ scademia 1,48 ~0.25 ~1.67 =0.14 ~ 0.49
Exparicnve in _
cther firme. 0,41 1.83 0,19 =0.53 «1.08

" Experience in
. own F£irm 0.14 0,24 0.72 0.84 ~1,93
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Hours = |

Client : : -
soclalizing = -0.61 .98 1.3 0.06 - -1.55
Technical work  0.49 Q.60 . -0,44 1.09 -1. 74

. Overseas " _ S .
conferences = ~0.36 " 0.28 1.8y -1.00 w() , 72

Hours

Giving : - L
19Ct‘|.1res 1.33 "00_69 =0.50 1o°5 -1.18

. Relying agéih on the graphical representation, one sees,
worklng f£rom left to right, that organizations in Groups.
¢ and 5 have the highest age, while organizations in
Groups 2 and 3 have a ralatively lower mean age. Group 5
organizations have the highest experience in the public
sector, with those in Groups 2 and 3 having the lowest
- experience in this sector, Group 1 organizations have the

highest experience in the academ*c envircnment ‘followed
_  hy Group 5, with Group 3 having the lowest experience in:
' this sector. Organizations in Group 2 have the highest
‘experience in organizations other than their own, with
Group 5 organizations having the lowest experience in
alternative firms. Organizations with the highest tenure .
appear in Groups 3 and 4, with low tenure be;ng fcund
ameng organizations in Group 5. :

orqahizations in Groups 2 and 3 spend more time
socializlng with clients than orxganizations in other
groups, with organizations in Group 5 spending the least o
- time sbcializinq. Group 1 and 4 organizations spend mora
time on technical work and more total time, relative to
organiaations in the other groups. Organizations in Group
3 attend more overseas conferences than those in other
groups, while Gfoup 1 and 4 organizations spend more time
giving lectures. ,
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In summary, organizations in Group 1 are more
academically oriented and hard working, while those in

-Group'z have broader experience in other organizations

and socialize more with clients. Organizations in Group
3 have a high tenure, spend the most time socializZing
with clients and attend more overseas conferences.
organizations in Group 4 have the highest age and
tenure, '&_re the hardest working and also give lactures.

Tha previous correspondence analysis, which displayed
the pattern:.ng pertaining between the five groupi and
the three sets of simplified factors, can now be
complemented by the additlion of the above ten

demographic variables as supplementary variables. The

import of treating varisbles as supplementary is that
they do not contribute to the lnltial analysls by which

' the axes and the distribution »f the five groups is

obtained, but that they are thep superimposed upon that
presentation to show their relatmonshlp to the mutual
dispogition of initial variable and groups. This is
illustrated graphlcally in Pigure 6.7, wikh the
mmerical manner in Appendix 25. . :
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The results of this analysis show the addition to the
pravious graph of the demographic variables as
supplementary variables. This shows that when platting
Axes -1 and 2, experienhce in the public sector is
‘associated with Group 5, and academic experience,
experience in otheyr firms and sogializing with clients
i associated with Groups 2 and a.

When plotting Axes 1 and 3; experience in the public
sector is still associated with Group 5, socializing
with clisnts and experience in other firme is associated
with Group 2, and tenure and giving lectures with Groups
1 and 4., Group 3 is associated with academlc experience
and overseas conferences. ' '

When Axis 2 iz plotted agalnst axis 3, Group 4
organizations are assoclated with aye, Group 5
organizations with tenure and total work time, Group 2
organizations with soclalizing with clients and
experience with other fixms and Group 1 with age.

§.2:3 The Influence aof the variables
' ‘from the mtrategy questionnaire

As was stated in Chapter 5, the strategy questionnaive
was raturned by only thirty-four of the firms. The raw
sooras of this quastionnaire, where prasent, were also
subjected to a digoriminant analysls procedure, using.
the oluster group membership as the dependent variabile,
This analysie did not give a satisfactory solution and
there were no strategy variables which contributed
gignificant extra discrimination between the ¢luster
groups. This is shown in Appendix 26 where it can be
seen that thare
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ware no vériableé which had an anrobability of less
than 0.1, although the overall reduvtion in class errvor
dué to X’s was 85.5 per cent and the overall Wilke
Lambda was 0.0135.

It may be mentioned that during interviews with the
‘partners of organizations in different protessions it
becsme avident that the type of profemsion was having an
influence on some of the variables such as the
technological geaxring or paople gearing, the diversity
. of branches and services. For example, accounting £imms
had many wore audit managers and audit seniors at the
second level of the organization than legal firms had
managers; medical, legal and architectural firme seldon
had &n extensive national distribution, relative to.

. accounting and engineering firms: and there werse
differences hetween radiology and pathology firms in
their gearingh within the aame-prdfeasion.

on the basis of this qualitativa insiqht, diSGriminant
analysis was attempted using the type of profession
rather than the group clustering s the dependent:

~ variable. As oan be expected, there was a iuch highexr
‘predictability between certain varizbles using the .
membership of the profession s the predictor variable, -
The reduction in ¢lass error due to X’z was 100 per
cent, there were no mis~classifled variables, and the
overall Wilks Lembds wae 0.0002, 8ix of the varimbles in
" this questionnaire had an F-probability of less than

0.1. The results of thig analysls are shown in Appendix
'27. The six strategy variables which have an :
P~probability of less than 0.1 and which therefnra
disoriminate between the six professions are illustrated
in the variable selection report for these six varisbles
in Table 6. B.
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Table 6.8

variable selection raport for mix stratagi variablea
which dAiscriminate between profaas ong

variable R3-Ad  P-val  P-Prob - R%-Xs
No.. of branches 0.580 2.8 0,0808 0.6928
Divaersification 0.798 7.9 0.0030 0,8558
Stalf /partnaer 0.684 3.8 0.035] D.9428
Bac, lav, /partyear 0.675 4.2 0.0264 09081
R &D 0.598 3.0 0.0662 0.4888
Bound. spann. 0.687 4.4 0.0224  0.67386

The import of these two discriminant analyses, ana
unsuccessful and one euccessful, is that slw .welbles

. among professional firms across the dlfferent .

: profassions is sufficiont in respect af-parcaptjbns of
- anvironmental uncertainty, valusz, image and. uerh&in
denoyraphios. for them. to form significant
trans-profsssional groups, as & matter of empirical
fact. Howaver, in regard to importantant strategy
varisbles, the difforonces between the proffesslons are
nora noticeable, o thak the zelevar® empivioal
groupings respect rather than transcend professional
poundaries. Howevar, given the prior differentiastion of
the trans-professional groupings, it remained possible
to investigate how they might vary £or the six atrataqy
variablas that wera found to be noteworthy during the
lattar discriminant snalysis.

Accordingly, the mean values for the six variables fon
the organizations belonging to esch wluster were
caleulatad, and the Z-acorss for sach of these six
variables also caleulsted for each cluster. (The
reservation must be noted that the strategy data were
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- available for only thirty four of the forty elght
professional firms, the followlng strategle
characterizations should be btreated with
circumspedtion.)

Although the complete data were not available and
assunptions regarding the dgeneralizationsg for the _
clusters had tec be made. A plot of thess Z~scores is
iliustrated in Figure 6.8 bhelow. '

From this plot it can be seen that Group 1 and 5
organizations have a high percentage of standard
services while Group 2 and 3 erganizations and
particularly Group 4 organizations are much more
diversifled. Group 3 ordanizations have more branches
ralative to thosa in other groups, while Group 1 -
orqanizationa dre hlghly geared with pecpla and croup 4
organizations not highly geared with pecple. Groups 1
and 4 organlzations have a high percentage of R & D
relative to the other groups, while Group 5
organizations exhibit high boundary spanning autivity.

onca again corraspondence analysis was performed on the
twalve factor scores of the five groups of :
organizationa, but now wlth the six strategy variables :
rather than with demographilc variables being introduce&.-
ag supplementary. The graphical superposition of the six
strategy variables on the relationship between the '
groupa and the twalve factor scores is lllustrated in
Appendix 28 and gerte to corroborate the separate
analyses., |
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The:grhphfcal'preaentation of Axis 1 plotﬁad againgt
axls 2 shows that Group 1 organizations ure associated
with high gearing and a high namber of branches:
organizations in Groups 2 and 3 are not assoclatsd with
any of the strategy varlables; Group 4 organizations are
agsocinted with diversification outgide of standard
services, and those in Group 5 are assoeiated with high
boundary spanning hehaviour.

By plotting Axis 1 against Axis 3, Group 2 organizations
ara shown to be assoclated with diversificatinn, thosae
in Group 5 with houndary spunning, &nd those in Group 1
with gearing

~ The thilzd plat'qf Axim 2 sgainst Axis 3 shows the
relationship between diversification and Group 4,

boundary spanning with Group 2, and high number of
branches and high gearing with Group 1.

6.3 Summary

At this stage it may help to rauapitﬁiate the

statistical journey coversd in this Chaptar ., Firetly, wa-.-*

examined the dififerences among the Five groups
separately along the sxes of perceptions of
anvironwerital uncertalnty, values and images. Next, a
three dimensional representation of the differences
hetwean these groups along the three gwes was examined,
both by taking the axes pair-wise in correspondence
analysis and with the haelp of a thres dimensional plot.
 Then we showed huw the demographic variables powerfully
confirmed the five-~group breakdown using diseriminant
analysis; and graphically illustrated the conneotions of
the demographlc variables to the three axes by
representing the former as supplementary variasbles
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euperposed on the latter in a correspondence analysis
plot., Fourthly, s discoriminant analysis waa again used
+o show that the additionsl strategy variables broken
down by profeseion rather than within the five groups:
naverthaless we could use correspondeénse analysis to
project the strategy variables as supplementary poirts
on the prior thrue dimensions.

With all thils behind ug, the summarilzed gquantitatlve
information for each cluster along the accumulated 28
variables, now presantsd as %-score deviations from a
mean, ls shown in Table 6.5 below.

wable 6.9
Quantitative information on five groups

| Type 1 Type 2 Type 3 Type 4 Type 5
Trages ' '

Service _ ' - '
Quality: -0, 14 0.42 0.23 ~2.28 =0,05
Breoad Basad: 0.04 0.4) -Q.04 ~0,90 -0,39
Reputabla: - ~0.87 ~0.64 0.76 0.18 ~0.80
Innovative: ~0,19 D.41 w0.28 0.30 -3,08
Total : - -0,56 0,60 0,67 =2.,70 - «L,29
Mean: C . w0.14 0,15 0.17 =0.68 =0.52
parceptions of ' '
Environmental
Uneertalinty: _ _
Kriowm Fﬂat@rﬂ: =1.07 0021 -0, 02 .33 0.7
Competition: 0,65 0,28 0.06 0.66 ~0,85
Politigo~ : _ S
aconomio: : 0.82 0,17 -0,32 0.2] ~1.70
- Tokal: o -Q.80 0.84 - =-0.28 2.20 -2.08

Mean: =0, 30 0.28 =0.00 Q.73 ~,869
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_Type 1 Typs ¢ Typa 3 Type 4 Type 5

values:

Service . _ _
Orientatiou: C =0,14  0.00 0.07 1.38 =1.22
Interpersonal o _

skille: 0.61 ~0,93 0.5¢ ~=0.15 ~0.04
Leadership: ~«1.06 - 0,07 0.1 ¢. 80 p.50
Cradibility: ~0.56 0.38 0.7 -0 45 -0,54
_§trength: 0.45 ~ 0.20 0.16 ~0.,10 =2,24
Totals _ =-0.70 -0,28 .07 .08 ~3.B4
Dowographicg:

Age: ~0,46 ~0.83 =1.10 1.28 1.11
% Public : _ _ _
Sactor 0.04 ~0,61 w{)y 76 ""0:5__0- 1.92
% Other : - '
exporience w0, 41 1.83 0.8 ~0.53  -1,00
Tenute _ 0.14 0,24 0.72 0.84 -1.9%
Social. : '
alients: 0,61 0,98 1.13  0.06 ~1.85
Technical ' : : . .
wark: 0549 0.06 ”0!44 1&09 "'1-74
Total timae: 0.49 0.4l 0.28 - 0.79 ~1,97
Ovargeas ' ' s
confersnces =0.,36 0.28 1.8% ~l.00. ~0,72
Btrategy:

% pDlversif. o

servicas: ‘ -0.897 - 0.68 0.16 . 1l.41 ~1:27
No. of _ ' :
branches: 0,44 0.29  1.48  =1.31  ~0,90
Staff/Partner

Ratio! o 1.87 -D.01 =0,32 ~1.10 -0.44
Partner/ _ _

gsecond lavel: 1.72 -3, 5], =0 47 mLa17 - Q.43
AR & D -Q.,21 1,13 w0, 47 1-11 ~1.53
Boundary - : S
Spanning: =0.7%  1.00 =~1.00 =0,71 1.42
Industriali~ '

zatlan: -1l.68 l.08 =0 .55 0,59 0.89
Organizational

Rffectivenesss  =0,87 0.96 1.0l 037 = =L.47
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By some strenuous inspection of the séparate graphs,
showing the respects in which the various groups wora
different from or similar to sach other and the mean - and
with gome additional insighte from the representations in
the correspondence analyses ~ the foli. ting overall |
desoriptions of each group were achieved. Bach group was
also assigned a short-hand 1ahel, reflaﬁtzng its most
noteworthy distinguishing features, or the mixk or lack
thereof. By this means, the groups= may be highlighted as ’
- "gentient", “capable", " reputable®, “uneven® or
"amorphious™. These characterizations are laid out below..
(The precise numerical breakdown of professions falling
within each group, e.g. architectural, legal, ebtoc., is
‘given in the following section, where the f£it between the
groups and the theoretical model of Chaptex 3 is alao '
digcussed.) :

Group 1: séntiant
' This gronp of organizations is contextually aware, young

-and acedsnpically orlented. Thay have a. higher parception
of uncertainty for politico-aconomic faokors than '

srganizations in other groups, witl a high valus plaaed:an -

interpersonal skills and moderate value on the importance
of strength., Thesa organizations have no particularly
strofg image which charauterizes Lhen relat1Ve to other

groups.

The demographic profile showe that the members of thig
group have an academic background, give lectures and work
hard. They have & below-aversge age, have less exparience
in other firms, socialize less with clients and attend
fawer overseas qonferences ralative to the other groups.
They therefors appesr to be rather closed organizations,
and are less likely to aengage in co~operative strategles
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than firmg in the other groups. Firms in this group are
highly geared with paople, and have a fairly high pumber
of branches._

The high value placed on interpersonal ekills is probably
related to the academic orientation and the high people
gearing found in this group. These factors could account
for the importance of this value. Since three out of eight .
of this group’s membership are from the legal profession,
this would alsc confirm the influsnca of the importance of
interpersonal skills.

Group 2: Capable

Organizations in this group are uniformly able,
nulti-gpecialist, diversified and innovative sociglizers.
Thay have a fairly high perception of uncertainty of all
. envirommental factors. They espouse the value of _ o
credzbllity fairly highly and are fairly high on- all image'.-
factors, particularly service guality, . '
multi*speclalization and innovation, relative to those in
other groups. The members of this group Have a. high
axpetrience in other organizations and docialize wmore with o
clmants, relative to thosa in the other groups. : :

Tha strategies of these orqanlzations reflect a high
diversification into non-standard services relative to the -
otlier groups and they exhibit a particularly Lctive

interest in research and development. '
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Sroup 3: Reputable

This group contains seven acgounting, five legal, one
-quantity surveying and five consulting engineering
organizations. Organizations in this group are not

distinotive, but are reputable, widely dispersed, stable :

and are socializers.

They have no particular characteristics which identify
‘them in terms of their perceptions of uncertainty. Their
strongest value is interpersconal skills and their main

image is that of being reputable. They have a high
tenure, socialize with clients and attend overseas
conferences to a greater degrea then. organizations in -
othar groups. Since this grbup containg many of the
1argé accounting and'engineéring organizations, it alsgo
"has & large nimber of branches relative to the

' organizations in the other groups.

Group 4: Uneven

These organlzations are dimly aware, geographzaally
- focused, nervous, servicanorlented innovators.

Jhisfgroup'is characterized-by a high pexception of
' uncertainty of competition and of known factors, the

' values of service orientation and leadership, and has

the image of lnnowation to a greater. deqree than the
- other groups.

Its members are relatively old with a high tenure, spend
a lot of time doing technlcal work and thelr total: time
spent. on their jobs is high. along with the nembers of
Group 1 they also give more lectures than firme in ather
groups. They exhibit the greatest amount of
diversification into non-standard services and as much
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research and development as the firms in Group 2, and
have the fewest branches, which makes them tlie most
geographically focused. : '

éruup 5: Amorphous

- This group has no characterizing perceptions of

. environmental uncertainty, espouses the values of
leadership moderately, and hag a negative image of all
_four-image_fadtars, ralative to'the.organizatiQns in
other groups. The members of this group have a high age,
high experience in the public sector and experience in
other firms. Apart from mederately high second-lavel

- gearing, thay also have the highest boundary spanning
._béhaviour of all groups.

6.4 Discussion of descripﬁion of itive Qrbups-
| relative to the theoretical model

| The tcharacteristic profiles of the five groupS“of ‘

organizations which have been identified as a
consequence of the enpirical researcli rocess have been

given above. These profiles are now examined relative to

the theoretical model developed in Chapter 3, and
axpanded with the demographia and additional atratagiu
characteristics found. The central section of the
theoretical model mentioned in Chaptes 3 is illustrated
as a reference again in Figure 6.9 below.
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Figure 6.9

Modal of integrated strategy and arqanization

In order to facilitate the discussion of the empiriaal'

findinge relative to the theory, certain assumptions are

made regarding the interpretation of the axes of the

above theoretical model representing organizational

adaptation, relative to the axes identified as a

~ oonsequence of the analysis of the data. In the
theorstical mudel, the axls labelled envircnmantal

determinatiqn is interpreted as meaning the egtent to

which the enviromment has an influence on the adsptation

of the organigzation,
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In considéring the assgclation between the environmental
determinism in the model and the perception of
environmental uncertainty as measurcd in the attitudinal
tseals, the conceptual inferente is made that where the
environment has & high determining influence on the
organizational adaptation, it will be reflected as a
high degree of envirommental uncertainbty as percveived by
its members. In other words, the latter is being treatsd
as the operationalization of the former. High '
environmental determinaticn will therefore be regarded
ts associntad with a high peroaption of environmental
'uncertainty, and vice versa.

‘The theoretical model posited a continuum representing
high to low strategic choice as being the orthogonal _
interdcting variable to environmental dekerminism in the
p:oqess of organizational adaptation. In the empirical
findings this strategic choice is articulated in the
form of the image of the organization, ameng partners
and clients alike, whether positive, neutral, mixed or
nagative. The ovarall empirical findings of thae images
of the five groups are therefore interpreted as the
expression of tha degree of strateyic cholce exercised
by the top wanagement team along the aontinuum hatwaen
high and low stratagic choica.
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The influence of the partners’ values, demographic
profiles and additional strategic variables displayed
above are added in the discussion balow as they assist
this in this interpretation,

Group 1 consists of three organizatlonsg from the
medical profession, three from the legal profession and
one each from the architectural and accounting
profeseions. If one exanines the characteristicsfaf.the
organizations in this group, it appears that their
perceptions of envirommental uncertainty are limited to
. uscertainty regarding politico-aconomic fagtors but are
~very low on known factore and on competition. In this
respact thay ate therefore comfortable within thelr
competitive enviranment.

Their velues reflect the importanae of intarparscnal
skills and strength. Since these organizations do not
exhibit any particularly strongly defined image, this
can be interpreted to mean that they have low strategic
cholce. They have a fairly high number of branches but
. offer & high percentage of standard sarvices and thay
can therefore be categorized as exhibiting a standexrd.
wost leadership stratagy. They are not Alfferentiated
and can therefore be ragarded as possibly being
positioned in the fourth guadrant of the thaoratical
mpael.

' Hrebiniak and Joyce (1883) have described this position
ag a relatively placid situsmtion where organizations
have ro coherent strategy, likening their strategies to
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the "muddling through" and with the "garbags can®
organizational behaviour. They further cuggest that
these organizations could have an srray of internal
competancies and strengths which are inappropriate to
axternal upportunities and conditions. They represent
the Reactors of the Miles and snow (1978) typology.

Jrganizations in Group 2 include five archiltectural,

two qu-. “ity surveylnd, two engineering, one acsounting,
two 1 . , and two medicsl organizations. Since these
orgeha ¢ whs exhibinl a high perception of uncertainty
of all tue «avironmental factors, it appears thut thers
G- & high degree of environmental datermination.
Yowevar, sincs ihere are also glearly défined and mixad
ﬁnrataqid cholous manifested in the strong image
prefile, there is also high strakegic choles by the top
nanggement. team., The values esponsed by organizations in
this group are of credibility, but they do not regard
anterpersonal skills ag imporbtant as do the other

JOOUPS .

The high dagree of socializing with alients
organizations in this group ls indicativa of a markating _
orientation, Their ¢losensss to their cliente is then
wanifested In the wide diversifieation into nonwgtands.:d
services, which are the differentiation and
custonization to their clients’ negeds. The high research
and development characterizing the organizatiens in this
group reflect thair inmovative chaxmcteristics. They
aleo have a moderate numbey of branches, snd are thus
falrly largs overall. This group of organizatlons
thersfore falls into the second quadrant of thae
theoretical model.
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According 4o Hrebiniak and Joyee (1985) organizatlions in

this quadrant, in contrast to those in the fourth
gquadrant, operate in turbulent conditions. Although the
environment appears turbulent, there is still strategic
cholce. They further suggest that certain environmental
constraints such as high regulation in terms of leyal
constraints or ways of conducting business wmay severely
affect organlzatlonal adaptation under these conditions,
but that strategic chioloe remains high due to the
ability of thess organizatlons to chooss single or
multiple market niches within the given constraints,
often through extensive advertising, lobbying and
marketing act‘“ity.

Nine out of the fourteen organizations in this group are
from the building and construction industry which is '
rather more than the proportion from thisz ihdustry 3
ovarall in'the sample., It may ba that feamtures of the ;
industry. are operating as a daterminant, and other .
organizations in the group exhibit sosie of tha

Group 3 qonaists of saeven accounting, fiﬁa-iagal and
five engineering organizations, and one gquantity

gurveying organization. Since thelr perceptions of

environmental uncertainty are fairly neutral or
negative, it is assumed that there is slightly low
environmental determinatlon. They exhibit a strong image
of baing raeputable, bukt do¢ not have other skrongly
defined image attributes. Thelr ovexrall image if the

highest of all fhe groups, which is interpreted as

meaning that they exhibitt the highest strategic choica.
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' These organizations are large,fand thus could belong to

the second gquadrant of the theoretical model., They have
a high number of branches and in this respect could be
regarded ag cost leaders and belonging to the first
quadrant. The high number of branchee and moderate value

of interpersonal skills are shared with organizations in
Group L which has besn d¢ategorized as helanging to the

fourth quadrant. They do, however, eshibit some
considerable strategic choice so could also belong to

the second or third quadrant and overall they appesr to

have attributes of all four quadrants. Most of the

professional organizations in the sample fell into this

group, indicating thst reliance on their professional

‘preputation remains the dominant cholce of these -

organizations,

The organizations in Group 4 have the hlghest
perception of envirommental uncertainty, and are

- characterized by having an image of innovation which is

supported by the highest research and development of all

~ the groups, They offer the highest amount of diversified

services but are the least broadly based, which reflects
a focused strateygy in Porter’s (1980) sense. Their low
gearing is further indlcative of thair relatively small
size. : :

The values of this group of-organizatians-rafledt a
strong service orlentation and lemdership. They are also
gomewhat older, work the hardest, and also give '
lectures., Becmuss of their high environmental _
determination, overail low strategic cheice, image of
innovation and research and development, this group
could probably he categorized into the f£irst quadrant,
that representing the Defenders of the Miles and Spow
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(1978) typology. The group consiste of three
organizations from the architectural profossion; whioch
is not surprising in terms of the imaga of innovation,
~ and one from the mediocal profession.

The characteristios of this quadrant include small
organizations in lmperfectly competitive niches, with
limited managerinl choice, although individuals may
attempt to exerclse options which mitigate agalnat
onvironmontal'demanda and technologlcal innovations may
alter their ability to compete and affect their
competitive advantage (Hrebiniak and Joyce, 1985). It
may well be that the image of innovation exhibitead by

. this group of organizations reflects their attempt at
changing their domain or it may ba the consequence of _
the fack that three of the four organizations are from -
the architectural profession with highly innovative :
values, :

The Four organizetions in Group 5 have the lowest
- perceaption of envirommental uncertainty and ne glear’y  _
defined strategic choice which may be identified in its

 image, except that they are perceived to be less

reputable and less broadly based than those in the other
groups. The value of leadership 1s regarded as important
and the demographic profile shows age and experietice in '
tha public sactor. These organizations ¢an thus be
categorized as belonging to the fourth guadrant of the
theoretical model which represents low strategic cholce
and low environmental determinstion as articulated in
the perceptions of environmental uncertainty by the
nerbers of the top managemsnt team. There is a
gimilarity between the organizations in thism group and
organizations in the first group, escept for the
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differences in their perceptions of the uncertainty of
the politico=-acononic factor and thelr value profile.
This can be seen by referring back to Flgure 6.2.

They show the highest boundary-spanning behaviour
relative to organizations in other groups, which may be
a reflection of their niche position or their intent to
nove from this position to a more clearly identifiable
strategic position; or it may be a speoific
characteristic of this quadrant. Two of the firms in
this group were from the medical profession and two were
from the anginaering profagsion.

It is interesting to note the innovative profile of
firms in Group 4 with its older demographic profilas,
since creativity is wore often associated with a younger
age profile as found in Groups 1, 2 and 3. MHowever; .
group 5, which ls the least innovative, also consists of
firms of the glder Prbfile.'This diécrepdﬂdy nay be dua
to the high number of architectural organizations in
Group 4 or it may well be that creativity is not
necessarily associatad with.youth and that age may
affech creativity edther way.

Tt is of interest to note that no group was positioned
in the third guadrant of the theoretical model where
‘maximum cholce and low environmental determination
occur, where there s no lack of scarce resources, entry
and exit barriers are low and where organizations may
definé and enact thelr own environments. Mowever, it was
pointed ont that organizations in Group 3 exhibited
attributes of this quadrant and it is likely that some
of the organizations contained within this cluster have
polsed themselves to take advantage of this position but
are still too constrained by such environmental '
determinants as regulation, a lack of résources and lack
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‘of antonony and control over others in the environment

to fully exploit the advantages which this position
offers. It may also be that competitors to the
professional organizations in this sample have the
advantage in this respect and ocoupy this position.

The three dilmensional plot of the perceptions of
environmental uncertainty, values and images of these
five groups, presented in Figure 6.5, is now repesated
below in Flgure 6,10 to facilitate the following
exposition of the relationship between the above
empirical findings and the theoretical model. The five
groups are superposed on the two dimensions of the _
theoretical model in positions relative to the stwength -
of thelr perceptions of environmental uncertainty and@

‘their images in PFigure 6,11, The additional attributes .

of these groups such as their values, demographic
profiles and additionsl strategic varilables, ara not
reflected since this would complicate the graphic
representation. The contributicn of the demographic
variables to the profile of the top management team as
this influences the strategic options found, are

- discussed separately in Chapter 8 where the f£indings of

the research are velated to the theory, This applies
also to the additional strategy variables.
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‘This then 'ig the culmination of this Chapter, the
integration of the'empirically ihducedi?ive groups -as
defined along the three axes of perceptions, values and
image on the one hand, and the combined theoretical '
model from Chapter 3 on the other hand.

I have categorized three of the Groups into the "boxes!
of the model, namely Groups 1, 2 and 4; I have showm . how
among the piafessicnal arganizations in the data, as
opposed to the organizations in the theoretical madaz,

- Group 3 appears to span a boundary between “boxes" of
the theoretical model: and mest interestingly, I have
shoWn'ampirically bow & third dimension has to be added
to the model, i.e. the values, to distinguisi Group 5
from Group 1 in gquadrant 1 - though their similarities
in certain reggpects place them in the zane quadrant when
only two dimensions are drawn : :

- This presentation of the integrated groups or archetypes
of strategies, organizational cnaracteristics,
perceptions and values of the top management team
concludes the achievement of this chapter and
contributas_to'the first objective of the research. It
hage to remain a matter of speculation as to whether
those professional organizations not included in the
research, or those which constitutéd the non-response
group, were also similar to those in these five groups
or whether further groups may have veen disaovered
within the typology.
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6.5  andlysis of industrializaticn, organizational -
-effectiveness and presence of the Maister model

6.5.1 Industrialization

The urganizations in each group were tested against the_
set of variables which represented the model measuring
the industrialization of the professions. The raw scores
for esch of the variables for each organization in each
group were noted and the mean tor sach group calculated.
Once agaln the Z-scores were calculated for each group.
Since the lower the score the more industrialized the -
firms, the signs were reversed to assist in |
clarification., The findings for the organizations in
each group are summarized in Table 6.10. S

. Teble 6.10
Industrialization of each group

aroup no. Mean score  Z-soore
1 17.75  -i.68

2 15,93 1.08

3 17.00 =0.55
4. 16.25 0.59

5 16.25 . 0.59
Jverall mean . 16,64

8D _ 0,686

The above table shows that organizations in Group 2 arve
the most industrialized relative to those in the other
groups, followed by those in Groups 4 and 5. Grdup-l |
organizationa are the least industrialized, followed by
Group 3 organizations. '
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The convergence theorles of industrialization as
proposed by Xerr et al. (1960) suggested that

- conilicting. interests in the emerging social order will
be solved by the mechanisme created by it to resolve the
conflicts. In a highly industrialized society managers,
workers and government tend to share the establishment
and administration of rules. In the analogy of the

" ‘Process of industria‘ization with the evolutionary path
of the professions, whis is clearly seen in the
influence held by the statve in the maintenance of the
professions in their role in society through statutes

- and leqislation.. :

Kerr et al. (1962 surmise that five distinguishable
elites or powser groups emerge in society in the course
of industrialization. They state that esch elite adopte .
a olear policy towards certain cultural factors and the
scononic congtraints which shape the industrialigation
process, which tend to impart a unigue character to
these elites according to the priorities which they
choose. They did not envisage the elites as baing able
to choose between different routes fo different ends,
but that the cholaa of priorities wes evidant in their

. character, ' - ' -

Tha_foilowing analogy can be drawn hetween these five
elites and their strategies, and the flve groups of
- orgenizations ldentified in the ressarch!

- Acgording to Kerr ot al., the Dynastic elite are
characterized by an orientation towards tradition and
the praservation of traditicn in the face of the new
 industrial system. This elite may be regarded as
 analogoug to the reputable group of profezsionsl
firms, who have a reputable image and low
industrialization.



Chapteér & : 252 Results &'Analysis -
. Part 2

the Middle Class elite 18 described by Kerr et al. as
‘ona with an aconomically individualistic ideology and
espouse a structure which best permits them to pursue
thaly gains. This group, which one expects te be the
most industrialized, can be viewed as resembling the
capable group of profeseional organizations.

‘Similarly, Karr et al. distinqu;sh Re?dlutianary
Intellectuals as an elite which places great stress on
economic progress and who have the fastest possible pace
of industrialization. This elite would correspond to the
prospector of the Miles and Show typology, but which is
not represented within the five groups found in this
'reaearch. -

‘Aanother group of slites whioh Kerr et al. distinguished
was the Colonlal Administrators, i.e, those who rely on
the advantage of the mother country ar ideology (im the
case of the professions, the analogy of this ideology is

equivalent to the professional ethlo), This elite ¢an be -

" regarded as analogous to the organizations in the
sentient group, who are the least committed to
industrialization on the strength of the typificaciana

in the previous section.

Finally, the National Leaders with national independence
and progress are described by Kerr et al.. This alite
shows high espiration and promise but their progress at
industriallzation is at an uneven rate, In the light of
the previous descriptions, this appesrs to corraspond,
by ahalogy, to the unavan group of professional
organizations.
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Tha amorphous group, who also show a high degree of
industrialization and are distinguished from the
sentient group in that they have relatively strongly
negative values, does not appear to have an equivalent
in this typoledy of alltes. '

This is, at best, & suggestive and impressionistic
metaphor; buk some of the characterizations from the
industrialization process do geem to capkure the
corresponding style or modes of operation ameng the
professional flrms.

6.5.2 Organizatiohal affactiveness

The varlables which were used to define organizational
~effectiveness wera ag follows: '

L. The congruence bstween salf~image and image in
the ayes of olients (i.e., intended strategy
versus realized strategy, meesured by the sum of

. the differences batween the means).

2. The congruence between the image in the eyes.ofmf
elients and the ideal of the cliants (medsured by
the sum of tha parsaptual gaps hatwean tha
means) .

3. | Quality of service ( neasured by the rating of
the garvices provided by the organization, in the
eyes ok thair ¢lients). : -

4, The peraapticn of the "guccess” ot the
organization.
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5. Grdwth.of the orgﬁnizafion.

8, Morale or ‘job satisfaction.

7 cohesioﬁ versus cénsansus of values.

8. _The'perception of stability.

9, The value of human:réscurdﬁs;

‘10, Trainir g and development,

1L, Partiqigation..

32, Achievemont emphasis.

The scores for these vaciables were added and mean

scores and Z«scores caluulatad for each group, as with
industrialization. The findings for this calaulatmon ave

given in Table 6.1 bealow:

Table 6,31
Organizational effectivensss of each group .

Group no, . Magn score ZescOTe

1 85.75 - =0.87
2 46.50 _ 0.96.
3 46,28 1.0)
4 49,50 037
: exrall mean = - 5L.36.
! e W &7 "

B e
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The above table shows that firms iIn Group 2 and 3

. ‘organizations, both of whom were shown to have high

strategic options, are the most effective followed to a -
lessey extent by those in droup 4. Organizations in-
group 1 and Group 5, both of whom are in the fourth
quadrant of the model, that with no identity, are
regarded as being less effective according to this
calaulation. )

If one refers back to Table 6.9, and exanines on which

attributes the three effective groups differ from the

 two lees effective groups, it can be seen that the

effective groups have the following attxibutee in
common: a high perceptien of uncertainty BE aompetition,__

a positive service orientation valua, a low experience

in both the academic environment and the publi¢ sector,
a high tenure in thelr own firm, a hlgh amount of time
spent socializing with clients and a high percentage of
diversified services. This appears te reflect a greater"
awarenass of competitinn, a graatnr awareness and closer_

~contact with clients and their naeds, and continuity of

-faerVice.

The relationship between industrlalization and - :
organizational effectiveness is illustrated graphiaally
in Flgure 6,12. It ip interesting to note that the most K
effective organizations, those in Graup 3 ayre lems

“industrialized than the othexr effective organizations.

It A2 also interesting to note that the least effective

Groups 1 and 5 contain five out of eight medical

‘organizations, with those in Group 1 being less

industrialized and thosze in ¢roup 5 highly

- industriaslized relative to the other groups.
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The wodel 'which the research process generated as a
proposed method of arriving at a measure of _
organizational effectlveness in profesgional service
organizations reflects an integration of the
measurements of the concept by various means. The
self-perception, as has been stated, is equivalent to .
self-typing by the organization members; therefore their
realities are reflected in this section of the measurs.
This has been suggested a8 an alternative to-
investigative inference as a method of classifying
strategies and &8 & good methed of identifying 1ntended
gtrategies (Snow and Hambrick, 1s80}.

The external sssessment of organizations by stakeholders
such as cllents haz simllarly been suggested as a good
method of determining realized strategies, and the gap
between self-perception and perception by external
entities reprasents the strategic constituents approach
to datnrmining arganizational effactiveness. -

The gap between the external perception of the
organizations and the ideal organizatinn reflects the

gap between realiser strategy and desirable strategy. andﬁ-'u

nighliqhts gt 3 iy the organization’s strategles which
may be corrected. This gap was very small in effective
organizations and slightly bigger, but not aignificantly"
.80, in lese effective organizations.

The model further contains elements of the systems
approsch (work forve growth, market penetration) and the
competing values approsch (stablility, cohesion, mprale,
value of human remources and growth), Certainly this
integration of concepts has vesulted in a model which
raflects vawiocug approaches, and may in this sensa

- capture diffwrent perspectives of organizational
affectiveness., o
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6.5.3 The Maister model

In Chapter 3, reference was made to a particular model
of professional organizations described by Maister
(1524) as the “"One-firm firm". According to Malster;
professional organizations which exhibited these

. characteristics were found to be successful, but it was
pointed out that there may well be altaernative options.
It waz one of the cbjectives of this vesgarch to
identlify the presence of this typa of organization as.
dagoribed by Malister., -

. The variables which therefors characterize the Maister
medel are presented here in Table 6.12.. ' :

Table 6.12
| The Maister modal

g
a
E
H
8

Loyalty

Teamwork
Unselfishness

Firm ldentity

Pride in Firm

Lonyg hours

Client drlven
Downplaying stardom

litism: o
Recruiting ~high standaxds

~ intensive training
Challenging assigniments early
Congtant evaluation
Rewards tiled to collective rasults
Grow owr, rather than buy

trategy.

Avold mexgers

Controlled growth

Selactive business pursults

Aggressive marketers .

Homogenous client bage _
Retain staff

Reward system tled to collective results
Invegt in R & D

BNOULWNKE GHELN HE ONOWAGBN
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Management: _

1 ] Congensus

2 - Strong leadership

3 . Continuity

4 Culture outlasts tenure of the leader

Fach firm was tested fcr-tha presence or absance of each
of the twenty-five attributes of the modei.
organizatiOns which had the highest scores were assumed, -
to belong to the type characterized by the Ma;ster
nodel.

The'analysis of the attributes of this model found in
each of the five groups is illustrated in Table 6.13.

Table 6.13
Attributes of the Maister model in the groups

Group Number of . _ : No of
~ attribubtes found - firms
Group .l - 11-15 - 8
_ 16-20 o
Group 2 11-15 2
; _ 16=-20 3
2125 @
Group 3 11-18 3
16-20 o 4
21~25 : . 11
Group 4 11«15 '
_ . 16=20 2
_ 21-25 2
Group B 11-15" 4
_ 16=20

21-25
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Prom the dbove tsble it oan be seen that the highest
numbér of high scores appears in Group 3, in Group 2,:
and t6 a lesser extent in Group 4. :

A number of ofqanizations conformed to this model of
pLufessional service organizations. Certain of the
varlables as defined in the model wers not commonly .
found in all professions. For example, a large degree of
internal strife was found in some professional service
organizations and loyalty was sometimes at a low lavel.

. This fact, together with lowered morale found in some
drganizﬁticns, may have been due to the pressures
exerted by the perceptions of external envirommental
uncertainty, or may reflsct the individualistic nature -
of many professionals. '

Stardom was another variable which was almost encouraged
by some South African professional organizations, and
which was particulaxly prevalent amony the legal and
architectural professions where individuals with

. specific expertise were glven mtar status. Perhaps South
Africans in genaral have a need for herces and winners
and perhaps the "the age of the heroes" (Vico, 1970) is
still very strong in this society.

Teamwork, conformity, 1ang hours and hard work, client
service and the maintenance of an elitlst culture were
all present in most of the professional service
organizations. The incldence of mergers in the recent
past, in the present, and contemplated in the future,
was high, as was out-placement, because of local South
African environmental conditions. Open communications
were encouraged in many organizations buk this did not
extend to the disclosure of financial resuits to
non-professional staff meibers, There was some _
out=of-office socialization znd the encouragement of a
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'"happy family" atmosphere in some firms bﬁt in many
flims the partners did not socialize with each other
outslde of office hours. .

In conclusion, it appears that some professional servica
organizations are developing more clearly defined
stratsgies and becoming more industrialized. However, it
appeérs that the contingency of the typa of profession
 angd the type of industry in which it operates influence
the speed and extent of these devalopments.
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CHAPTER 7

RESULTS AND ANALYSIS - PART 3:

TRIANGULATION - QUALTITATIVE INFORMATYON ON THE
ATTRTBUTES OF INTEGRATED PROFESSIONAL
 ORGANIZATIONAL GROUPS

7.1 Introduction

In the previous two chapters, the empirically quantified
aspacts of the research findings were described.
However, the resaarch alsc sought to apply qualitative,
,interpretive ‘methods to contextual baakground o
information, in order to add richness and meaning to the
quantitatJ.Ve dimension. This is 2 classical application
of "methodological triangulation”, as originally _
descrlbed by Derngzin (1970).

Thiz chapter therefora draws on detailed interviews with
partners 6f the firms, thelr clients and other
stakeholders in the industries; flrstly in order tb give
-a batkground of conditions in each of the- industries in
' which the professional firms operate; secondly to
present the expectations of olients in these industries
in the form of a distilled list o* attributes which can
be incorporated into a model of service quality for the.
professions. This list is discussed in relation to the
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theoretical nodedl propdsed hy Parasuraman et al., {1985);
thirdly to give spacific common characteristics of each
of the five groups which complemant the gquantitakive
data.

. The numerous interviews with partners of the firms,
their 2liants and stakeholders, were post-coded, and
other qualitative sources such as staff recrultment
advertisements, ¢owpany brochures, and press reports,
were analysed thirough the use of content analysis to
complement the preciision, but lack of descriptive
texture of the quantitative data.

A discussion of the findings on the aspect of the
varigus types of co-operative strategies follows, as it
relates to the protessional firms in this sample,
follows.

_ Pinally thea chapter ends with a sumsary profile of each
of the five groups, as identified #nd differantiated by
the cumulative quantitative analyams in Chapters 5 and
‘6, and aomplamented with the distlllsd, quali“ative
information.

7,2 oonkextual background

The contextual background to the industries in which the
professions opexmte, presented in this section, was
‘gleaned from intewview information. The results of the .
gecond level of analysis, presented in Chapter 6, are
here dimousaed aqaihst this qualitative perspective,
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7.2.1 Thé property and construction sector

The research sample of professional oxganizationg in
these industries included nine architectural, three
quantity surveying and nine consulting engineering
organizations, representing & total of twenty one firms
with three hundred and twenty five partners. Interviaws
were conducted with seventy five clients and conkractors
as well as with thirty one partners of these firms, all
thrae of the professions in this industry are subject to
the frllowing developments. ' :

a)  Deregulation

. The deregulation of the professions, particularly in
vespect of the fee structure, has resulted in greater
flexibility in determining lee income. For instance,
where previously the architect earned a fixed percentage
of the value of the project, (most recently 6 per cent)
‘a more fie-ibla fee structure has resulted, with a
racompends. fee struckure as a guldeline. '

A racommended fee also exists for gquantity sirveying and
consulting engineering firms. In private sedtor work the
fee wag sometlimes negotiated before deregulation, bhut.
this has now developed into normal practice. Elther the
recommendad fee or the pravicusiy~held fixed fee ig .
often etill used me a starting point in the negotlation
process, A compef :tive bldding system has developed and
fsars have been ' wpressed by some of the interviewees of
. the possibility of a tender system developing, both in
quantity surveying and consulting engineering services,
with a pevere reduction in profit, possibly a consequent
‘drop in quallty, and the loss of autonomy of the '
professional consultant. As a senior partner of one of
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the engineering fixms remarked, "The fee structure puts
a restriction on innovation and there is consequently
no initiative."

The consequences of the flewxible fes system have also
seen a diminution of the power and autonomy of the
architact ag the principal agent in the aonstruction
team. The same applies to the other professiohs in
public sactor work, where contractors awatd the
consulting assignment fee based on the value of their
tender offer {Botha, 1988).

b}  Compekition

"Non-professionals, operating in a'saminproﬁessiqnal
capacity, are taking over more and more from the true

profesgionals in the property and construction induatry"

(The Staxr, 15th March, 1587),

This describes tha arrival of the projeat manager as &
sepsrate entity in the project team, This has furthar
reduced the responsibllity and authority of the
architect, without reducing his risk. The quantity
surveying fiims, which have traditionally been regarded
ag bullding accountants, and the engineering firims which
have developed expertise in this area, have inoreasingly
adopted the role of project manager as they have

traditionally been regarded as the more numerate of the

professions and clients have viewed them with
oredibility and vespect., '

The architectural profession has increasingly lost
autonomy in this yespeot, Clienkts have expressad the
opinion that consulting engineers could act as project
managers in an industrial project, although not in a
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building project. The fear that where architectural
firms acted as project managers, their would be &
conflict of interests was also expressed.

Competition from engineering management firms, property
developers and construction companies, which do not
operate under the constraints of the professional ethic
and which employ commercially oriented professionals
from all dimciplines in-house =nd offer turnkey projects
(i.e. projects which supply the consulting services of
architecture, quantity surveying, project managenent and
engineering, togethar with property management, '
finanoing and leasing facilities), has resulted in the
necessity for archltectural, cuantity surveying and
gonsulting engineering firms to respend by putting
together and selling. schenes which compete with these '
turnkey projeots.

This involves a much broader commerclal perspective and
knowledge, with a wider role than was previously
necessary, and reguires additional negotlation skills,
plus the willingness to rethink the traditional role and
stance of the professional, and to be more .
entrepreneurial and have a higher risk profile. The
profeseional consulting firm may now become involved in
either part of the process or in the whole chain, from
the early identification and ownership of the land, _
through the design and formulation of the davelopment
scheme, to the final letting or sub-letting of the

~ office, dwelling or shopping apace.

'Thése new requirements demand a different vognitive

style than was previcusly found in the traditional
professional partner, who was conservative ang

yisk-aversa. The abiiity to make fast decisions under

uncertainty with less than perfect knowledge, l.s., the
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- intuitive, unstructured decision-making processes

required under the new environmental conditions

foreign and decidedly suspecgt to the cognitive style of
the technocratic type of professional patiner who has
been accustoned to eperating from the framework pravided
by his professional ethic.

Goad interpersonal skills, aﬂd'teamwork in particular
have become more important in this expanded role of the
professional consultant. Certain of the clients and

_contractors have expressed concern at the possibility of

a conflict of interests when the consultant acted in his -
profesglonal role as well as having equity in a schewe.
Hig traditional impartiality would become suspect. As

ene contractor stated - “Architeots are losing a lot of
their ’bona fides’ because of the conflict of interests
which arises when they have a ﬁinanoial interest in the

" schema,"

As a conseqﬁenée of tne above, competition between
professional f£irms has become more intense. This was not
ae evident among consultln ngineering firms, which

- worked together in consortiu., <ith a greater sense of -

brotherhood, as between architectural firms, In the -
public sector it was stated that the lists of
profeasional conﬂultants, whiah were used on a rotation_'
bagis for the awarding of dontracts, were hecominq
longer, and the griteria for selaction were beconing
more stringent. tonsequently increased competitian in
this market was also being felt. -

Te exacerbate the problem, fewer students are enrolling
for study in these professions at universities. More of
those who are qualifying are either emigrating or
joining commerclal £irms, and therafore an adaquate
supply of high quality professional staff ln the future
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_gis'a matter of doncern. The relevance of the educational
gystem has also been questioned, and it has been pointed

out that the theoretleal aspects of the profession
receive more attention than the more relevant practical
aspects dictated by the changing industry nesds. The
remarks of ohe of the contractors illustrakes:
"architectural training is a farce, they don‘t _
undarstand the maaning arnd. practical side of B project."

More profemsional consultants have made their appearance
recantly, such as environmental and landscape design

consultants, urban design and interior design

consultants, all of whom require a share of the client’s
foe for the project. The arrival of theése additional
cost factors has nade clients more aware of the

“importance of cost effectiveness. wﬂgether with the now

negotiable feo structure, this has_reduced tha share .
recelved by the traditional professional consultants.

Competition from the clienté'themSelve5'who amploy

- professiopals intevnally has algo heen experienced by :
the congultants. One client stated ~ "We now prepare the
. brief and call the shots and are much more involved in

the process. Becsuse of our in-hotse expertise we see
ourselves as the project managers and the consultants
have to work uhder our team. We oreate the environment
for them to operate in and their solutiuns are tested
against our pre~determined eriteria." Ancther remarked:
"We have #ll the disciplines in-house and the -

 consultants can’t pull the wool3over our eyes &ny jiore.¥
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¢) . - Chapging client neads

There has been a change in the type of property
investment being made from modern, first world, high
technology structures, towrrds more functional
gtructures which are more suited to the South African
enviromment and socio-economic needs, and which allow
more flexibllity to avcommodate chanying client needs.
Such factors as security, facilities management, _
electronies, energy conservation, and the use of natural
" light and air conditioning, have become more important.

There has also been a reverse of the decentralization
trend which has taken place over the past years, as a

~ rasult of the lack of suitable land and the high cost of
the few remaining vacant pieces of land. Consequently a
trend had emerged towards the refurbishing of older
existing buildings in central business Qistrict areas.
This has algo been encouraged by the social trend
towards nostalgia, which provides a sense of security
under the threatening enviconmental conditions in South
Africm. This has also challengsd the imagination and
ingenuity of the profe sional to meet the requirements
of flexibillty end practicality as described.

The size of the professional £irm mppeared to be an
important factor in selection by hoth private and public
| sector markets. Clients stated that a large firm could

' offer them depih of expertise, a wide geograpnic -
distripution and back-up. However, it was sometimes the
 practice in larger firme for one partney to-be imvolved
in the initial negotiations of the scliemes, but then to
deleagate the aptual project design and the project
‘management to other partners. Some clients preferred to
deal with a smaller fiz# where more paraonal servica and
-oontinuity were exparianced :
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There had ‘alsco heen a shift in emphasis of the public
sector away from major capital projects towards '
providing facilitles for the black population, in
response to the political prassures. Additionally, .
capital projects which had been approved had provided
opportunities for consortiums of firms, where _
professional consultinq'firms worked together with
comnercial cohtractbrs, guch as in the Lesotho Highlands
- water project, the Mossgas project and the Toll Roads.
Consortium, :

Clients also expect a more marketing and business-like
approach from consultants in this industry. "There is a
healthy trend in marketing which is no longex based in
‘the old-boy network and entrenched relatlonships, but
based on ohjective techniecal factors,” was one comment
- from a client, while the then Professor of Mechanical
Bnginearing at the University of the Witwatersrand,
Professor Roy Matcus, was guoted as stating the view.of
the engineer as follows, "In SOuth-Africa we have _
allowed. the boardroom to be dominated by discounted cash
flow analysis, the bottom Line and short~term returry on
~ capital. We have allowed ourgelves to become &
manipulated profession.® |

d) . thoveased demand for apeciaiization-

Some professional firms had anticipated the trend
towards the need for lncreased specialization. They had
invested in this ditsotion through further education of
- thelr existing partners, both lovally and overseas, as
well as through the recrultment of the additional
skilled partners, or through the acguisition of an-
interest in existing filrms speclalizing in a particular
area. The hivingroff of separata sPeeialist flrms was
also observed.
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‘Qlients and coptractors appoint individual consultants
who ars well Xnown for a specific expertise, for a
‘certain contract or project, However, it was foreseen =
that an increase in merger activity between firms would.
take place as the demand for the services of thase a
' acknowledged experts increased. Although many clients

- and contractors expressed their concern abouk
milti-disciplinary firms, since “covering up" nay
result, the possibility of a greater trend in this
direction was also voiced. Concern at the lack of ‘@epkh
of expertise generally in South Africa was exprass-d by
a numher of clients and parthers intarviawed. '

a) Ecnnomia fackors

bue to the general economic situation and the financial
powsr struckure in South Africs, institutianal,inveétcrs
have an cverdeveloped positlon in terms of readily
available finance, resulting in developments ahead of
demand. Since there is a lack of cholce I the usual
investment channele and opportunities, everyone is _
chasing the same opportunities and pushing prides down.
This affects both the property and stock market.® This -
comment by one of the contractors susmarises tha'
structural macro-economic situation under which'
ingtitutional investors affect the market for commarcial'
and industrial property. ' ' : '

Wwith the increased importance of time being experienced
ag * result of the high interest and inflation rates,
‘woncern was expressed at the loss of guality which
inevitably resulted. This is illustrated by the
rfagt-tracking” technigque which had developed,
partioularly among consulting engineers. "Economio
factors are killing the vision of the future as people
respond to short~term objectives. Creativity lg alsc .
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challenged because of a lack of time", were remarks by a
senior partner of the above situation. Previous
neticulousness had been replaced, in the éyes of sevaral
intervieweas, by short-cut methods to save time, In the
public sector there had previously not been a great deal
of cost control. However, this had racently received
priority and limits were now laid down for costs.

Technology had greatly sssisted all the professions in
incréasihg the speed of output, reducing response time
~ and generally improving produstivity and reducing costs.
waavar, gince technology has facilitated the diffusion
of knowladge, it is no longer the proprietary possession
of the professions, and clients and other stakeholders
- had also acquired the same know-how. Some clients _
complained that in spite of the advantages of tachnoicgy
the consulting professions were still too slow to o
respond to the changing needs of clients. They needed to
be able to make faster, more practical decisions that
worked. A typical comment regarding the lack of
understanding and ingight by some guantity surveyors,
which iliugtrates this, was as follows: "The majority
'~ can whigtle the tune but can‘t write the music. They
*have computer, will travels, but don’t know what to do
with the information.™ R S

Related to this is the isste of professional indemnity
insurance premiums, which have risen considerably in
racent years. "The structural engineering censultants
have increasingly been made the first target in the

'duck shoot’, as their negligence is easiest to prave
remarked the senlior partner of a conﬁulting engineering
firm, lliustrating this point. In response to this, and.
in order to protect themselves, the engineers were
inclined to over-design and consequently their designs
were not cost-effective.
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In architectural firms these preniuns can now constitute.
up to 2 per cent of tha turnover, and some firms have
examined alternatives to the existing insurance system.

The insursnce cover for a large construction, taking

place over a period of two to three years, may run into
millions, Provision has been made for consulting

. engineering firms to form iimited llability companies in

responge to these pressureﬂ. however, not many of the
other. professional firms have followed suit, although
where the partnerships have formed project management
arms, these may be limited liability companies to
provide ] vehicla For this contingency.

ALl tha'abova develcpments in these professions
underline the detrease in their autonomy and suthority,
and a shift in the balance of power away from the
prfessions and towards clients, ¢ontractors and other
gtakeholders in the industry. '

7.2.2 The commercial sector .

_ Tn the accounting and legal professions which deal with

corporate clients very similar patterns of change have

been experienced to those encountered in the professions

which operate in the property and construction industry.

Tha changes are dealt with under the same headings as

before.
a)  Deregulation

Subsequent to anti~monopoly pressures from the

_ Competition Board, deregulation of the fee system has

been experienced in the accounting professilon, as in tha
professions which operate in the construction and '
property industries, and a recommended fee structure

axists. Accounting firms generally negotiate feuz for
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audit services in advanse with clients on an annual
basis, with charge-out rates on a siiding scala Ffor esach
- level of staff involved in the audit. More flexibility
in terms of fees existe in non-audit areas such as the
various consultiny activities, but here more competition
is encounteréd*fram_nonﬁauuounting firme not operating
-under the constraints of the professional ethic, and
which are free to promnte their services and charge
market-related fees. "We have to compete with merchant

' banks who have all the muscle of the major banks behind
them, are permitted to and can afford to advertise",
remarked =z senior partner of one of the accounting

' fims. : ' : :

The trend has developed fo' acoounting f£irms to maks a
presentation of their services to prouspective clients,
similar to the situation of the professicms in the '
property industry who are required to sell property
development schemes to clients. This aas not been

" required for attorneys to any great extent as ymt,

In the legal professiocn statutory feds still exist in
‘vespact of litigation, conveyancing, magistrate’s courk
work and estates, although some leeway exisvs in certain
areas of litigation for a negotiated fee. Variouy
contingent factors are used in arriving at a final fee
for attorneys’ services. Fees are presented to clients
. at the completinn of an assignment and not sutmitted
beforehand as may the casa for the fess for accounting
£irm services . - :

There was greater upportunity for higher, negotiated
fees in the area of commercial and tax law, but here
more competition was experienced from merchant banks,
trust companies, stock brokers and accounting firme,
which employed qualified legal advisers and tax experts.



