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Abstract

Stakeholder agency theory helps to identify six forms of
discourse in a case of organizational transformation.  These
discourses arise in the relationship between actors and six
other organizational dimensions: stakeholders, management
systems, performance management, IS development methods,
organizational transformation methods, and the target struc-
ture of transformation.  An analysis of the executive discourse
in this case exposes the process by which voices from other
discourses are heard during organizational transformation.

1 INTRODUCTION

Organizational change and the related role of information technology (IT)
as provocateur of this change are prominent subjects in the information systems
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(IS) discipline.  Practicing managers have sought to transform organizational
structure in order to move �beyond bureaucracy� (Bennis 1993) and toward
�lateral and flexible organizations� (Galbraith 1994). The target structure of that
transformation could be an �adhocracy� (Toffler 1970) or an �innovative struc-
ture� (Mintzberg 1979). These normative descriptions provide little help in
understanding the essential discourse that drives such transformations.

For example, from 1991 through 1993, IBM was hemorrhaging cash.  For
the first time in its history, it had slipped from a position of absolute market
dominance and profitability and had lost more than $11 billion U.S. despite
having cut more than a third of its global workforce. The board of directors
responded by replacing the current CEO with an outsider to IBM who promptly
declared that he was the advocate of the shareholders and that things would
change.  The urgent requirement that IBM return to profitability justified a
reduction in force of almost 150,000 people worldwide, the sale of assets and
plants, and a substantial restructuring of the organization from the top down.
What followed was a discourse of required radical transformation at IBM.

For the purposes of this paper, a discourse may be considered as an intention
of a subject to communicate with an intended audience. This first view is called
the psychological interpretation of discourse as introduced by Schleiermacher
in Hermeneutics:  The Handwritten Manuscripts (1977) in which he analyzes
Aristotle�s De Interpretatio. This definition is consonant with a classical
analysis of literature in which the text is considered to be the result of the
intention of the author to communicate with a reader.  This is true also of
traditional management in which an executive presents a discourse about
strategy or corporate results through plans, reports, and other explicit statements
of management intention (Ansoff 1962).  As a further example, in IS develop-
ment, the functional view of a requirement may be considered a discourse in
which a user (subject) communicates intentions to the developer (agent) (Davis
1982; Sommerville and Sawyer 1997).

There is another way to consider discourse in which the authorship of the
text is less important than the influence of language and civilization. This is
called grammatical interpretation.  Again this approach is from Schleiermacher
and his references to Homer�s Iliad and Odyssey.  This second view describes
a sociology of language in which the subject may disappear (Derrida 1978,
1982).  The subject is replaced by a wider context including the author�s role or
social position and in which power is expressed through rules and norms
(Foucault 1972). In this sense grammatical interpretation gives way to contextual
interpretation.  In this characterization, the subjectivity of the author is replaced
by �an obscure set of anonymous rules� (Foucault 1972, p. 210).

The typical discourse regarding organizational transformation is a kind of
psychological interpretation in which management is portrayed as a rational
actor choosing to design, control, and manage organizational change through the
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redesign of organizational process and the implementation of information
technology (Nadler and Tushman 1988). But this psychological interpretation
can be completed by a contextual interpretation where the management
discourse itself is shaped by other forces that can be linked to the views and
behaviors of other organizational actors. Using agency theory (Jensen and
Meckling 1976) the behavior of a management as an organizational actor can
only be understood by considering it to be an agent serving on behalf of one
external actor called the primary, e.g., the shareholder. An alternative version
of agency theory is stakeholder agency theory (Hills and Jones 1992).  It holds
that management is an agent that serves a larger set of stakeholders not only
including shareholders, but also customers, employees, suppliers, and even local
communities.  In this theory, local communities are the advocates of issues such
as the environment, the quality of life, urbanization, schools, and other com-
munity infrastructures and the like.  Stakeholder agency theory allows that there
exist multiple relevant and valid narratives that describe an organizational
transformation.  It allows that knowledge and political interests that are often
beyond the creator of the discourse can shape the narrative through a privileging
process. For example, if the narrator privileges profit, then the knowledge and
political interests of the finance function will shape the narrative. As another
example, if the narrative�s creator privileges growth, then the knowledge and
political interests of the operational managers will shape the narrative.  In this
way, the narrative emerges as actors seek to impose organizational structures and
performance measures that best serve their own interests (Mintzberg 1979).

In order to understand how this discourse emerges, we use stakeholder
agency theory to identify six forms of discourse in a case of organizational
transformation.  These discourses arise in the relationship between actors and
five other organizational dimensions: stakeholders, management systems, perfor-
mance management, IS development methods, and organizational transformation
methods (see Figure 1).  We will then illustrate the practical value of this
framework through an analysis of the executive discourse in the IBM case and
expose the process by which voices from other discourses are either heard or
silenced during organizational transformation.

2 DISCOURSES IN ORGANIZATIONAL
TRANSFORMATION

The following seven organizational dimensions encompass a linkage
between the discourse about organizational transformation through IT and the
theoretical elements of organizational structure.  There is also an important link
with IS development methods and organizational transformation methods.  Each
of these dimensions is represented in Figure 1 and described thereafter.
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Figure 1.  The Research Question

2.1 Actors and Stakeholders

The theory of organizational actors (Mintzberg 1979) describes five types
of actors:  analysts, professional, executive, middle managers, and experts. The
three last categories may be simply called managers.  In agency theory, only the
middle managers (as for instance in the case of IBM, geographical and product
divisions heads) and executives correspond to the agent. However, the analysts,
who include accountants, controllers, auditors, consultants, and planners, may
also be recognized as advocates of the shareholders and thus may be considered
agents in the same sense. The professionals are advocates of the employees
because as employees themselves they view themselves in dual roles; namely,
as actors and stakeholders.  The case of the experts is a bit more complex. They
are project managers, R&D managers, entrepreneurs, or change agents of the
enterprise. The theory of innovative structure (Mintzberg 1979) says managers
must also represent high-performance employees as innovators or intrepreneurs.
So by extension, one can claim that these actors represent the customer�s
interests as well. But they also represent high-performing employees because
they are themselves high-level professionals. The last organizational actors, the
executives, are supposed to be held to a higher standard. The executives are the
agent of all others stakeholders (Hills and Jones 1996). Because shareholders
hire (and dismiss) executives, it is not surprising that managers are attentive to
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Figure 2.  Organizational Actors and Stakeholders Represented

these stakeholders, but as managers, they should also represent the interests of
the customers. And, as the most powerful organizational actors and as insiders
within the nexus of decisions, they should be the actors in advocating for the
local communities (Figure 2).  However, as we shall see this is not often the
case.

2.2 Actors and Structures

Mintzberg�s theory has the potential to bridge the gap between organiza-
tional stakeholders and their knowledge interests via various organizational
forces, coordination modes, and organizational structures. Mintzberg offers a
typology of coordination mechanisms that take into account the ideas of Cohen
et al. (1972) on how organizational actors impose power.  Through this
typology, we see how organizational actors try to influence or impose coordi-
nation mechanisms that are most favorable for them.  In Mintzberg�s initial
presentation of this typology, the interests of local communities are not
considered (see Figure 3).  However in later work (Mintzberg 1989), he adds a
sixth organizational structure that he terms the missionary structure. This
structure, inspired by Japanese enterprise, has an important sense of mission,
and of citizenship, both concepts that can be interpreted as a contribution to
local communities. 
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Figure 3.  Organizational Actors and Claimed Organizational Structures 

2.3 Actors and Management Systems

Two dimensions can be used in the representation of organizational
structure.  The first is centralization vs. decentralization of power, an important
distinction in classical organization theory (Chandler 1962).  The second
represents management systems as being organic versus mechanistic (Mintzberg
1979; see Figure 4.)  These dimensions help characterize the degree of partici-
pation (Burns and Stalker 1961) and of hierarchy. A mechanistic management
system, for instance one coordinating through rules and plans, is much more
hierarchical than an organic management system that uses face-to-face coordina-
tion through ad hoc meetings.  This seems to hold whether the organization is
centralized or decentralized (Galbraith 1977). 

Through this dichotomy it is possible to link each actor to their preferred
structure as to the stakeholder represented. Leaving aside missionary structures
for the moment, we propose a representation of the preferred management
system (and decentralization) for each actor and stakeholder as presented in
Figure 5.
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Figure 4.  Structure, Actors, Decentralization and Management System

Figure 5.   Actors, Stakeholder, Decentralization and Management System
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2.4 Actors and Performance Measurement

Structure is also linked to performance measures. For instance, analysts
prefer functional structures and see bureaucracy as the most efficient structure
because they see cost reduction as the prime performance measure.  For them,
cost reduction is performance.  This illustrates how, as mentioned earlier, each
actor and each stakeholder will have differing interests and performance
measures. It has been pointed out that a contradiction exists between the
espoused goal and performance between shareholders and management in
agency theory (Jensen and Meckling 1976). That contradiction relates to per-
formance measures preferred by senior managers as compared to those preferred
by stockholders.  Where stockholders prefer higher profit and share prices,
managers prefer growth.  To escape the gazing eye of owners, top management
will often privilege growth, with its concomitant increased complexity and
diversity, in part to allow less inhibited management freedom.  Enlarging this
view to stakeholder agency theory (Hills and Jones 1992), the employees are
more interested in growth than in profit because growth helps assure wage and
job security. They may also be interested in organizational learning in order to
have access to continuing education and knowledge management, thus
improving their own marketability and hence security. Local communities, as
actors, also should be interested in growth, because they benefit from
employment. 

However, with regard to performance measures, the position of executives
and experts is more complex.  The experts, as innovators, must be oriented
toward an adaptation to the environment, whether it is a competitive advantage
or organizational learning  (Argyris et al. 1990; Argyris and Schön 1978;
Galbraith 1994).  The executive, who is supposed to be the agent of all the other
stakeholders, must take in account every type of performance measurement. The
net of this milieu is that while managers and shareholders focus on productivity,
the other stakeholders prefer flexibility because of the importance they place on
the organization�s adaptation to its environment (Table 1).

Table 1.  Actors, Stakeholders, Performance Measurement and Performance Type

Organizational
 Actors

Middle
Managers Analysts Executives Experts Professionals

Stakeholder
represented

Managers Shareholders Customers,
shareholders
(local com-
munities?)

Customers and
high-
performing
employees

Employees (local
communities?)

Performance
measurement

Growth Profit (All) Organizational
learning

Growth/organiza-
tional learning

Performance
type

Productivity Productivity Flexibility Flexibility Flexibility
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Figure 6.  IS Development Method, Actors, Decentralization, and Management System

2.5 Actors and Linkages to IS Development Methods

If stakeholders try to impose their preferred structure, what is the conse-
quence on the choice of method for organizational transformation and for IS
development? It is through a linkage between method and organizational struc-
ture (see Figure 6).  Methods mirror organizational structures through their char-
acteristics of process and of content (Monod 1997).  The implementation of each
IS development method leads to a project that can be analyzed as a kind of
organizational structure and methods lend themselves best to particular organiza-
tional environments. For instance, structured methodologies themselves are cen-
tralized and mechanistic, whereas sociotechnical approaches like ETHICS
(Mumford 1983) or Multiview (Avison and Wood-Harper1986) are more decen-
tralized and organic. What this suggests is that the management system of the
transformation project is foreshadowed by the management system of the target
structure. It is unlikely that one might construct an organic target structure (e.g.,
entrepreneurial or innovative) with a mechanistic development method (Truex
et al. 1999).

2.6 Actors and Organizational Transformation Methods

The mirroring of methods and organizational structures extends to organiza-
tional transformation methods (Figure 7).  Organizational transformation
methods lead to management system structures in the transformation project
itself.  Each actor will be prone to impose the organizational transformation
method likely to lead to structures that best serve their interests.
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Figure 7.  Organizational Transformation Method, Actors, Decentralization,
and Management System

3 METHODOLOGY

By linking the intended discourse of each type of organizational actor to its
portrayal of stakeholders and espoused stakeholder interests, organizational
theory, performance measurement, IS development, and organizational trans-
formation method (see Figure 1), we can analyze the relationship between the
discourse of each organizational actor and each of the stakeholders.

The authors are engaged in ongoing research collecting and examining sets
of stakeholder narratives given in organizational actor discourse. The methodo-
logy uses history, general hermeneutics, postmodernist sociology, and sociology
of action as methodological referents.  It arises out of a longitudinal field study
and action research project wherein one of the authors was a key member of the
reengineering methodology team during the period described in this research.
The second author was studying the impact of the reengineering process in one
manufacturing and design setting as part of his dissertation research. Thus the
various sources and points of contemporaneous observation have the unusual
advantage of having a top-down and a bottom-up perspective.

As in all historical analysis, this research relies on numerous sources. We
do not refer to these sources simply as data because that connotes something
more sterile and less of a messy human construction.  We prefer the more classi-
cal reference to sources, which are the various productions of social action
including art, architecture, and texts (Cassirer 1947; Langer 1953).  These
sources are considered both individual and societal creations. Applying this
notion to organizational history, the actor is both the product and the producer
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of history (Mason et al. 1997). The discourse analysis here is based mainly on
internal and confidential texts. The primary documents are a Customer Rela-
tionship Reengineering White Paper signed by CEO Gerstner in 1994, the
worldwide internal journal Think, and confidential internal transparency presen-
tations also signed by the IBM CEO or his key staff.  Direct observations have
also been conducted by one of the authors as the planning manager of the CRM
(customer relationship management) reengineering in IBM Corporation in the
U.S. in 1993 and 1994.

We more narrowly focus on identifying and analyzing a single set of top-
level management narratives; namely, those claiming to be representative of
different organizational stakeholders.  We also use the sociology of action
(Touraine 2000) to illustrate how discourse helps, in the present case, people in
key high-level leadership positions in distancing established norms, thus leading
to organizational creativity, and the rejection of old rules and stereotypes; with
final culmination in the creation of new norms.

This field study is, therefore, both qualitative and longitudinal. In the
following section, we propose to describe three phases of discourse created and
voiced by the IBM CEO:  (1) a discourse about the middle managers in early
1993,  (2) a discourse about shareholders during the first phase of the reen-
gineering (customer value management or CVM), and (3) a discourse about the
employees during the second phase of the reengineering (CRM).

4 THE FIELD STUDY

4.1 The CEO Discourse About Middle Managers

In April 1993, the IBM board of directors appointed a new CEO.  Mr.
Gerstner, the first CEO from outside the firm, replaced the previous CEO, John
Ackers, who had been dismissed because of the declining financial results of the
Corporation. Beginning in 1991 and for the first time in its history, IBM�s net
financial performance was negative. This event sent shock waves through its
industry. Upon his appointment, Mr. Gerstner spent three months listening to all
of his chief officers, including divisional and functional unit heads as well as the
chiefs of the various international operations. In his first official announcement
following the initial review period, he concluded that IBM�s problems arose
from decentralized and highly independent operations in which there was no
cross functional interaction that might leverage IBM�s talents and economies of
scale. Thus the discourse, as initially set and expressed by Mr. Gerstner, quickly
became a discourse about middle management fiefdoms, and flawed organi-
zational and performance measures.
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We examine this discourse from the perspective of the structure, the
performance measurement and the methods advocated by middle managers.

4.1.1 Structural  Assessment

The CEO�s discourse mainly appears in the quarterly worldwide internal
magazine Think.  Think had been a mainstay at IBM almost from its inception.
However, the former CEO had suppressed the journal in the late 1980s. His
rationale was that such an internal communication published from main
headquarters and in English contradicted his policy to foster decentralization and
independent operations by smaller corporate units.  Mr. Gerstner revived Think
in 1993. The first reconstituted issue talks about a �new IBM� and defines a set
of very general principles.  Initially each division interpreted those principles
freely so they might defend their own interests.  Statements like �the market is
the driving force behind everything we do� were sometimes interpreted and
operationalized as �we must work more with the customer and less internally.�
While the world expected Mr. Gerstner to lay down explicit plans and establish
the new IBM strategy, he refused to do so. He opted to wait laying down general
principles and listened to the recommendations filtering up from the ranks.

Will IBM be a service company?  A PC company?  Will it become a
worldwide company?  An affirmative answer to the first question would mean
to declare war on the hardware divisions. Becoming a personal computer
company suggested big trouble for the mainframe division, the midrange
systems division, the software divisions, and the service divisions.  Becoming
a worldwide company would mean definitely separating IBM U.S. and the IBM
Corporation, therefore giving more power to the European operating units,
which had been yielding more revenue than IBM U.S. beginning in the late
1980s. The IBM partition is linked to internal conflicts between product
divisions (mainframe, workstations, PCs, soft, services), between geographical
divisions (Asia vs. North America, Europe vs. North America, Italy vs. France,
and so on), and between the various functional units such as marketing and sales,
finance, administration, and manufacturing.

4.1.2 Performance Measurement

During this period, IBM corporate performance measures were short-term
oriented. The last corporate 5-year strategic plan had been conducted in 1989,
and the long range planning process was officially explicitly abandoned in 1993.
The rationale for abandoning long range planning was that the environment was
changing too rapidly to make long range strategic planning feasible. The director
of strategy in IBM France declared in 1993:
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We are an enterprise unable to invest and move....Anything that
takes more than one year is impossible to do (Interview Notes
May 1993).

Resources, especially the IS resources, were increasingly being devoted to
control activities. Those activities were already over-computerized compared to
the customer related activities. Almost all internal investment was oriented
toward the strengthening of the �control hydra� that monopolized the lion�s
share of the IS investment budget. The only justification allowed for IS
investment until 1989 was the internal rate of return. Despite attempts to include
a new competitive or strategic justification for new IS development, only IS
projects that had a computable breakeven point of less than 2 years were
considered. The focus had become on productivity rather than on flexibility.

4.1.3 Methods 

At the level of corporate organization, process improvement methods were
based on total quality management (TQM), yet the technique was generally seen
as a failure. World Vice-President of Quality and Reengineering Wilson Lowery
wrote,

There were few links between divisions�[neither] among them
and between countries. This is why TQM was unable to bring
back IBM to competitiveness (Think 1994, p. 6). 

Under the TQM plan, each function was separately optimized to the detri-
ment of cross-functional linkages. Coordination was attempted through the
normalization of results. On the IS development side, only structured metho-
dologies were officially used (Axial, SADDT, Merise). IBM France general
management concluded in 1989 that the most strategic processes were the least
likely to be computerized (Monod and Rowe 1993).  Yet those same processes
were also the most cross-functional. Thus the firm held onto methods that did
not support critical cross-functional processes.

4.1.4 Analysis

This discourse corresponds to the archetype (Figure 8) in which middle
management:  (1) imposes performance measurement based on productivity,
(2) advocates a divisional structure and a decentralized and mechanistic manage-
ment system, and (3) recommends total quality management methods and
structured methodologies, and where (4) control is held by the middle managers
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Figure 8.  The Discourse of Middle Managers

themselves.  The voices that dominate this discourse are those of the middle
managers, heard on their own behalf as stakeholders.

4.2 The CEO Discourse About Stakeholders

After completing his 3-month assessment in which CEO Gerstner deter-
mined that IBM�s primary problems arose from creation of functional fiefdoms
being held and run by middle managers, the CEO�s discourse focused on reen-
gineering as a solution to IBM�s malaise.  The emphatic justification used to
engage in the corporate reengineering plan was to protect shareholder interests.
The following is a summary of the CEO discourse about shareholders.  Again
we use the framework of performance measurement, structure, and methods.

4.2.1 Performance Measurement 

To provide a clearer picture of corporate performance for the shareholder,
corporate productivity metrics were to be represented for IBM as a whole rather
than being targeted at the divisional level.  While the metric continued as one of
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productivity (i.e., return on investment) it would only be measured at the global
level of the corporation. With this cumulative corporate analysis, IBM reported
net results as culminating in a loss of almost $8.9 billion. Between 1990 and
1993, the stock value had dropped by two-thirds reflecting poor performance and
the financial market�s adjusted expectations for IBM�s future. The first article
in the special issue on reengineering in Think opens as follows: 

First stop the bleeding.  Next lose weight. Then, build up
muscle again.�A year and a half ago, the company was hemor-
rhaging cash, awash in the red ink of quarterly losses and write-
off....That�s the origin of the goal to cut $7 billion out of IBM�s
expense structure by 1986, since revisited to $8 billion (p. 4).

4.2.2 Methods

The twin financial objectives, of returning to profitability and of stemming
the red ink, were met through headcount reduction. The number of IBM
employees was cut from 383,000 employees in 1989, to 301,000 in 1992,
256,000 in 1993, and finally to 220,000 in 1994. But running an enterprise with
half of the workforce became problematic, a point acknowledged by CEO
Gerstner:  �Headcount reduction alone was not sufficient. Additional reduction
would have been counter-productive� (p. 1).

Thus CEO Gerstner decided, in September 1993, to continue the
reengineering by  �reducing the low value work� (p. 1), without any further
headcount reduction. With this pronouncement, reengineering adopted a
performance measurement that relinked the return of the global level of the
corporation with the productivity of local units.  With this change, local units
were to retask themselves from a divisional orientation to a cross-functional
process orientation. Moreover, as we shall see below, the idea was also to
redirect the firm to a more customer-centric way of seeing the business. 

In order to continue the savings in structure costs, nine reengi-
neering project have been launched at the worldwide level.
Among these nine projects, Customer Relationship Manage-
ment (CRM) (marketing and sales processes) require the
biggest workload on each continent (p. 2). 

The first round of CRM reengineering (although initially called customer
value management or CVM) was launched in late 1993. The objective was to
reduce the high level of sales expenses, but reengineering �found that IBM
Marketing and Sales (as opposed to Manufacturing and Development) spent $7.8
billions for CRM� (p. 3).
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Reengineering teams met in Thornwood, New York, and started designing
processes and the related IS to support the newly designed processes.  These
teams focused on process modeling with its output being process diagrams.
These diagrams were translated into written procedures manuals, called rule
books. The assumption was that the divisional operational units were going to
change their ways of working via reference to these rules books.  The CVM
reengineering was implemented in the United States in late 1993.

The reengineering was a complete failure.  Operational units flatly refused
to fall in line, insisting instead that they must have not rule books but tools kits
for flexibility and redesign. In effect they demanded IS tool support and flexible
guidelines and principles versus rigid rules.

4.2.3 Structure

A simple diagnosis for this failure would have been employee or unit
resistance to change.  We believe that the reason was more complex and relates
to the interests and proclivities of the analysts.  Phase one (CVM) failed because
the reengineering teams of pure analysts were devoted only to financial interests.
The new management system was centralized in New York and was top-down
directed. It was a hierarchical and nonparticipative design. Its approach was
mechanistic because organizational coordination was supposed to be performed
through rules and procedures. The employees resisted and recognized the CVM
as a form of a new Taylorism. Much of the process redesign work 1993 was
targeted at �uniformization� of all operations through standardization of
processes. 

Once redesigned, we will implement best practices and their
supporting integrated information systems in a uniform way
across the four geographic units of IBM Marketing and
Services  (p. 1). 

4.2.4 Analysis

This discourse corresponds to the archetype (Figure 9) in which analysts and
executives (1) claim to represent the analysts and shareholders as stakeholders,
(2) argue for performance measurement based on productivity, (3) indicate
through the reengineering a functional structure, and (4) imply a traditional
methodology for systems development and a reengineering structure for
managing the organizational transformation project.  The voices that dominate
this discourse are those of the analysts and executives heard on behalf of share-
holders as stakeholders.
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Figure 9.  Executive and Analysts Discourse

4.3 The Discourse About Employees and Customers

The CVM failure provided ammunition to opponents to the reengineering
method as the means for organizational transformation. The analysts who had
been advocating for the reengineering methods lost power. This opened the door
for other stakeholders to command the ear of the CEO.  These other stakeholders
were high performing and expert employees and customers. Their influence was
reflected in changing performance measures, structures, and methods within the
CEO discourse. The CEO�s discourse evolved once again in 1994. We next
present a description and analysis of this newly evolved discourse. 

4.3.1 Performance Measurement

The critical goal of returning to profitability was addressed through
headcount reductions and supplementing profits with one time income
realization though the sale of real estate and defunct divisions.  The sale of non-
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performing units was part of the objective to reduce low value work.  By ridding
themselves of units marginal to the overall bottom line, IBM realized quick
income, which it used to show a quick turnaround.  But clearly staff reductions
and sales of business units and properties were not sustainable practices in a
going concern, so after addressing the objectives of �stopping the hemorrhaging�
and  �losing weight,� in 1994 attention was turned to a third objective; namely,
to �rebuild a musculature.�  In an internal White Paper, CEO Gerstner writes:

During last years, we made great progress in size reduction of
our workforce and in the creation of an expense structure more
competitive.�Nevertheless, those reductions contributed to the
decline of our customer satisfaction and of our revenue.�We
must reduce our workload and change the way we approach
markets (p. 1). 

The rebuilding of musculature required that IBM reposition itself signifi-
cantly.  In an internal white paper entitled Customer Relationship Management,
Mr. Gerstner demonstrated that 70 percent of IBM activities were in declining
off-the-rack markets while only 15 percent of its activities were in growing
mass-customization markets.  The dynamic adaptation required for mass-
customization implied a radical transformation of IBM structures and processes.
Therefore, the primary IBM performance metric was going to have to evolve
from one of productivity to one of flexibility.

4.3.2 Structure

The management system, only inferred in the first phase of the reengineering
process, became more explicit when the aims were clearly defined to redesign
the sales and sales support practices such that CRM could respond to customer
changes. Sales and support would become more specialized, responsible and
accessible with better IT applications for tailoring unique solutions for custo-
mers.  With an emphasis on an environment for teamwork and sharing, the
management system was clearly becoming decentralized and organic. Freer
access to information was an essential part of the IS redesign aim and the coordi-
nation mechanism is mutual adjustment between professionals (employees).

This final goal state is described in the last page of the white paper: �we will
have created an environment for teamwork and sharing� (p. 24). A greater
willingness for knowledge sharing is stressed:

We must capitalize on opportunities by leveraging the sharing,
of information, skills and intellectual capital created during
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these engagements, between geographies and divisions of IBM
(p. 5). 

Therefore, the structural objectives changed from creating structures pri-
vileging productivity toward creating one that enhances flexibility. The target
structure was to be innovative.

4.3.3 Methods

During this period, both reengineering and information systems development
(ISD) methods changed radically. They became user-driven, based on emergence
for organizational transformation and on socio-technical methods for IS
development. Cooperation became a watchword. Vice-President of Reengi-
neering for North America, Robin Sternbergh, wrote of the previous era: 

Nobody came to say us �don�t cooperate,� but this is how
things went in IBM Marketing and Services. There are probably
many reasons for that:  geographic fiefdoms, ancient conven-
tions systems, risk aversion. But there is only one way to
improve things:  reengineering (Think 1994, p. 9).

CEO Gerstner underscored the new ethic of internal cooperation: 

If I learn that somebody refused to contribute to a customer
request, he had better hide deep in the ground (Personal Notes
from a worldwide internal satellite conference to all employees,
March 1993).

4.2.4 Analysis

This discourse corresponds to the archetype (Figure 10) as follows:  (1) it
claims to represent the employees and customers as stakeholders, (2) it argues
for performance measurement based on flexibility, (3) it advocates for a
decentralized and organic management system (innovative structure), and (4) it
recommends and capitalizes on sociotechnical approaches for IS development
and an emergence method for organizational transformation. The voices that
dominate this discourse are those of the executives and experts heard on behalf
of customers and employees as stakeholders.
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Figure 10.  Executive and Experts Discourse

5 RETROSPECTIVE

This research encounters the classical limits of any historical and herme-
neutic enterprise. In selecting a 2-year period out of a 30-year history, we are
picking up a snapshot of a continuing process of transformation and restruc-
turing in midstream.  Another methodological limit is that the research presented
here rests on only three primary textual sources: a confidential internal
document, confidential presentations, and an internal corporate journal, Think.
It also relies on direct observations and interviews conducted by one of the
authors. 

Still, we clearly saw in the IBM reengineering case that the creation of a
new norm always foreshadowed a structure that best serves the interests of a
given stakeholder (e.g., the functional structure for the shareholder, the innova-
tive structure for the customers, etc.). The analysis of the IBM reengineering
case describes actors surrounded by political forces. The CEO�s attitude illus-
trated his willingness to steadfastly maintain that he was indeed the shareholder
advocate in 1993, and then to morph into the customer advocate in 1994. 
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In organization theory, there is an opposition between rational decision
theory and garbage can (Cohen et al. 1972) overtaken by the structure theory of
Mintzberg (1979). This opposition has its counterpart in sociology, that is,
between interactionism, doing away with any reference to social norms in the
course of the exchange, and sociological determinism, which reduces change to
the confrontation with an enemy (a cultural transformation imposed from
outside).  The combination of postmodernist analysis of discourse as shaped by
external powers (Foucault 1972) and the sociology of action (Touraine 2000)
allows us to resolve this opposition. The sociology of action questions how the
departure from established norms leads to organizational creativity, the rejection
of old rules, and finally the creation of new norms. 

One the one hand, this case represents criticism of classical rational decision
theory (Simon 1977), which holds that there exists a decision maker who
considers all relevant decision options, chooses the best available option, and
initiates required action to implement the decision.  The authors found contra-
dictory evidence to this process in the present case.  The case illustrates a
political process in the discourse that is constantly being influenced by internal
and external forces.  One the other hand, we also noted that the discourse was
not entirely shaped by outside forces (Foucault, 1972). Rather like the various
events and institutional forces that shaped the American President�s decision
(e.g., the U.S. Navy versus the U.S. Air Force)  during the Cuban missile crisis,
(Allison 1971). Lou Gestner was the central actor in a political maelstrom.  In
identifying organizational actors as being internal political forces but also being
forces linked to external actors, such as customers and shareholders, we have
broadened the scope of the garbage can model.

By considering the CEO�s shifting discourse from the combined perspec-
tives of interactionalism and sociological determinism, it doesn�t matter whether
the behavior was manipulative, opportunistic, or manipulated by the outside.  It
also illustrates how some views were privileged in the discourse while others,
however important, were never heard at all.  The CEO does not speak for all
stakeholders and does not act as if he was the agent of all stakeholders:  for
instance, he does not mention rank and file employees, government, or local
communities, nor were they explicitly considered in the process of the reengi-
neering. Stakeholder agency theory naturally leads to a contextual interpretation:
the discourse is more under the influence of external forces than under the
control of the author. 

It is likely these external forces have elements of a darker and more tragic
side in which villains resisted survival and where innocents were sacrificed to
a greater good.  It is a story in which whole communities were laid waste in a
battle of survival and lives were irrevocably changed, some for the worse.  These
discourses could be discovered in future research that incorporates missionary
organizational structures and local communities.  Such an expansion would
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encompass the experiences of stakeholders who did not survive the transition,
people who by choice or by enforced departure left the organization in the midst
of its survival throes. Still others may come from within the regional com-
munities that were deeply affected by the transformation of a great manufac-
turing corporation into a bird of a different feather, an organization retasked to
a greater service orientation. 
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