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I

Life Cycles and Strategy of a Canadian Company
Dominion Textile : 1873 - 1983

——

Y Tt~

Barbara J. Austin, Ph.D. .-

‘Concordia‘University, 1985 . -

This is a longitudinal and empirical study of Dominion:

. fo .
Textile, a Canadian-based multi-national whose 110 year history

"reflects many important features of the evolving éanadian

L8

business environment. The study compares and relates this to

the work of Alfred Chandler, on American and European firm;.
. ~ -
The Chandlerian hypotheses were used to examine the development

of Dominion Textile, and became the basic outline for the 'study-

of the company.:

The history of the company falls into several distinct
periods: , . -

Period 1. The Origins of Dominion, Textile, 1873 - 1904,

eriod 2. Formation and Rationalization, 1905 - 1919.

Period 3. ‘Strdcture and Purpose, 1920 - 1939.

Period 4. Stagnation and Decline, 1939 - 1953,
Period 5. Developing a Growth Path, 1953 - 1975,

Period 6.. The Multi-National Corporation, 1975 - 1983.

¥

The data tends to support Qhahdler's'hypothesis, but {inds

variations in the Canadian pattern attibutable to .the nature

[

of the Canadian economy. The study finds the evolution of. -

professional managerdial Kierarchies. oy
- N . ;
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analytlcal study of Domlnlon Textlte, Inc., a

CHAPTER ONE

. '
.~ I3 N . M ~ to. -
¢ . . .. o \ . N b s, [N

\ - . l

BUSINESS - POLICY RESEARCH ON ‘A CANADIAN ‘COMPANY

1.1 INTRODUCTION - . ;

[N . o ) < ’ "',\_ L L. .

\. : ‘l ~ . /o ;' ",'- A ‘_“|-4 \ . .
/‘ . L, .. Lt~ \

N U

"t e The study and analy51s of the hlstorles of companles

and of bu31ness history have rECelved con51derab1e
ttentlon ln the Unlted States and Europe over the past

twenty\years. These studleé, notably Alfred Chandler s
A
Strategx gnd Structure "y have prov1ded emplrlcal data

14

that Sparked an 1nterest 1n theorles of organlzatlonal

' . . L

devplopment at- the flrm and 1ndustry level.
Thls work\presents a longltudlnal,‘emplrlcal, and’

C - ‘
Canadlan—based multlnatlonal company whose 110 ;&ar hlstory

\ !

reflects many 1mportant features of the evolv1ng Canadlan o

bu51ness env1ronment. The development of DomlnLon Textlle,

\
1

and the results of the study are compared and related to:'

. the work ddne by Alfred D. Chandler on American-.and

European firms. *f-‘ ‘ J \ -
i - i

The efféct of Chandler s research has been‘ e

Wldeﬂrangzng. Hls deflnltlons and hypotheses - partlcularly

|

the proposal that "strategy determrnes Qtructure", have

become part of the core paradlgms of busxness pollcy. In.
Industr1al organlzatlon thedry, hls contrlbutlon that

K . . . T . N , ' Vet
o ”" . N '."' v . : . L
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.businesses."

. such works.‘

‘spec1f1cally qﬁ@ressed the'lssues_of'concern to bu51nees

t
.

structure drives conduct, which in turn determines

performance, has expanded the scope of that discipline from,
traditional economio theory concerned with public policy, .
to a position where it shares manj_comhon premieee,with the
field of business policy. : . o

+ . In Canada there.have been fewlempirical,
longitudina;.reéearch etudiee,of ﬁatiooal firms reIating
life cféles or strategy»formation over an extended period
of time.- As the'Royal-éommission on Corporate Conoehtratioﬁ
observed: "It did not take long before‘we realized that

there was a lack in Canada of objective analytical

‘histories of the development of individual Canadian

' ? Before they could begln thelr studies, the’

]

Royal Commission found 1t necessary to commission several
M|

wy

Hlstorlans generally have not prov1ded the type of

data on bu51ness organlzatlons upon whlch bu31ness policy
'researchers can base generallzatlons or hypotheses -
‘concerning the evolutlon of Canadlan bu51ness enterprlses.'

" The wrltten hlstorles of, Canadlan flrms genexally have not

N -

*

policy researchers such as structure, strategy,
technolog1ca1 1nnovat10n or management pollcy

Theorles on the formulatlon dnd evolutlon of

,Canadian management policyi and*resulting pusiness

structures; have not beenhfully éeveIOped. There is a

shortage of emp1r1ca1 data to analyze how the Canadlan

experience has been SLmllar to, or dlfférs from, the growth

I ! B ¥



- towards filling the gap.

L]

model proposed ty Chandler. Inqdepth, 1ongitudinal polioy»
studies of Canadian firms are needed in order to understand
the ways Canadian firme han developed, as compared to the
findings of the'U.S. studies. This study is directed
’ :

Dominion Tektile Inc., a long established Canadian
company;'ie an ideal study. Its history and development

reflect changing Canadian buSiness practites 51nce it has

,surv1ved nearly a century, w1th the same corporate name..

Other Montreal .based companies are Dominion Bridge, Thomas

. Pringle & Sons, Ogilvie's' Flour, Northern Electric,

, Canadian Pacific, Sun Life and Standard Life, Molson's, the

Royal Bank and the Bank of Montreal, St Lawrence Sugar,

——

Cariada Steamship, and The Gazette .°

‘Dominion Textile is the largest and oldest

manufacturing operation that is Stlll a major 1ndependent

~0anad1an concern. Membershlp on Dominion Textile's Boardvof

.Directors has been held by leading figures of the Canadidn .

’

business scene. Early directors (and owners) enoompassed

the spectrum of Canadian bnsiness of the time, w1th

Directors' backgrounds including the ma jor banks, railway‘

and steamship companies, flour'milling,vstockbrokers and
\ - ' ; .

. leadlng figures in. mun1c1pal, prov1nc1a1 and federal'®

governments. Similar, symbiotic relationshlps ex1st today
Mintzberg and Waters 3 have documentéd hOw present

| "\' «

practices are influenced by solutions found useful at,

]
-various times in the past. An 1mportant aspect of the

Dominion Textile case is how 'succéssive generations of,

) > .- ‘_{\\



- eras it has been dominated at various times by
‘ AN . . - .

~_data c011ectlon. L ,t - '. B

: . ' [

managers have built upon prior decisions, overcome inertia,
effecteF change and developed strategies in order to deal
with current problems and issues, and. to provide for the

growth and survival of the firm..

Dominion Textile was cited by the Financial Post in

) §1981.és one of: the ten best managed comoanies‘in Canada.

Its mooe;n manégement team has eVoned from the rudimentary
structuresvof the‘nlneteentﬁ Céﬁtﬁry,‘when birecto;s were
the méjor'ehareholde;s, the President the largest
sharehqldet, and'the_only‘selaried bffieexs were -the

General Manager and the Secretary-Treasurer.. Its

‘development -was evolutionary and Sporadic. In successive

manuféétdring, marketing, and financial menégers,;each of

whom inflﬁenéed and conitributed-to its development.

' COmpany s act1v1tles back to’ the 1870s. The records are so’

exten51ve that often the weéek by week problems, and

.

;decaslons ‘made are recorded. The offlcers of the compady

were supportlve, and assisted with interviews and other

»

The maln purpOSes of thls research are'.f

\

[K]:to‘compare.and,contrast thevqevelopment of Dominion

s

‘ Textile'ﬁith Chandlerﬁe model of the development and

oL h

evolutlon of U S.;flrms;

[B] to examlne the role of management culture in the _—
formulatlon and development of corporate strategy;

[C] tO'relate the corporate llfe cycle growth of Dominlon

’ . . . *
Lo . . -

' Domihion Textile-has extensive documentation of the -



' his work to be a comparatlve study of how different

Textile to modern life cycle ﬁheory; and
[D] to propose. hypotheses relating to Canacian
corporate gfcwth and strategic develOpmenc, based upon
Dominion Textile.
How this study wai undertaken, the methodology
employed/.and the/majoY.égnclusions.sre repor;edﬁin the

.sections which follow. -

1.2 LITERATURE SURVEY

Chandler's work, Strateqy and Strqcture (1962),-

marked a turning point in business policy research.
Chandler presented empirical evidence substantiating the

contention that 'no longer do all firms react to Adam

Smith's invisible market forces. Managerial activity  has

" changed the nature of these forces. Chandler described

° - .' R ’ ..&\1. *
management .activity as the vigible hs:d.

Chandler intended Strate

’

history of the development of corporate change,

Structure to be a

partlcularly changes in strategy and structure. He expectedo“”'

: ) —
organlzatlons carrled out similar activxtles, w1th

partlcular emphasis on 1nnovat1ve developments ‘in e
organxzatlonal forms,‘methods, and processes. The ch01ces
made by an individual firm would be ‘linked toAthe overall: \
economy, and state-of~the—art busxness admlnistratlon ‘,
ptactlces. His sample of nearly one hundred enterprises was,
chosen for its l;ngevxty‘and 51;e. The emphss;s is on ,:J"

1

v

. o




successful innovations, and not oh nérmatively, o s

representative practices. o ,

v

In his sample, Chandler fopnd a common pattern of

strateglc devélopment, in which a partlcular strategy~ i

articulated by managers of a firm led the firm to change to

another structural form. _—

)

'

,

Chandler found the follovuhg "chapters" or common

’

phases of strategy in organlzatlonal 11fe cycles, ‘and a

correspondingly similar. pattern of structural changes.

[ N T

“

Structure',‘ CL

' Strategy . /L
51ngle-function,
51ngle locatlon, changed by

» &

~expahsxon, mergers, or

B . RN

consolldatlons .

1. Accumulating Resources, single—uﬁit,

Expansion of- Volume

N

, S -
. ldcaI offices ah&\éJcentral

geogxaphic- adminlstrat1Ve offlce,'

:2. tionalization: of

.xesources,

v
'

dispersion deflnltlon of llnes

1 3 . - .

-JA}' ' of authbrlty and communlcation‘

i

+
N

o
\ -

o A .0 y

'

i

departmental offlces and head* .

- «

3. Contrived Growth

through Vertical

;htegration

N L,
.
L

Ratxonallzlng Use of

4, mult1—d1v181onal producb
,f,Resourcea, Product d1v151ona to apply resources

D1Ver51ficatlon-

quarters 1n the same 1ndustry, Lb

but with new~fuhctions

1
+
vt
- N .
-~ K '

tq,changing markets



‘proposed, has' becopie. an .enduring paradigm of organization
oo S : “3 .- - . )

','thanging needs of the pOpulatlon, brought about by the

¢ .. . - *

EThme structure of an organization appears to.fa}low

.

its growth strategy. In order to deploy resources more ‘-
efficiently, organizations change their growth strategy.

Administrative problems are-resolved<by restructuring'the

organlzation s structure to'flt the nev strategy. If this

‘adJustment does not ta%p place, .the organlzatlon w1ll be

ieSSfeff1c1ent and effectlve. -

Cw

~

R

At the core of Strateqy and Structure are two, key_

' . N
} A

deﬁinitlons This study uses Chandler 5 definitiohs of -

'

strategy and structure. o L o

¢ 4

"Strategy can be deflned as the determination of ' .
.the basic 1ong—term goals and- obJectives of" an: :._ .
enterprise, and the adoptlon of - courses of actlon, - ;
and the allocation of" resources necessary for
carrylng out‘these goals".
, "Structure can be defined as the désign.of organ—.
,i;ation’through which'the enterprise is,
) administered". '3 ‘

The relationship between these variaﬂies that Chandler

theory —'strategy determines structuref

) - The impetus for strategic change came from the

‘market economy. In Chandler s findlngs 1t has rarely come

’

ah
from government actlon Flrms changed only 1f they

«perceived external chahges. Chandler was not exp11c1t as tor

' ’

what these market changes were.iﬁ L

oY



]
\¢

g .

" 3. ‘These changes, from SRage to stage, are made in

1

The three main feeture; of Chandletxe.paredigm ete:
1. Structure is a result of the growth strategy‘followed_
oy a firm. . ” 4
2. U.S. firms heve followed a pattern of Steéee of
structural development, from a single-funotioo; to

functional, to a multi-divisional structure.

reactlon to percelved changes in the market .
The two steps in these admlnlstratlve changes are: "the
creation of the organizational structure after the

enterprises' first major growth or corporate rebirtbi,'aﬁd.

ﬁits\reorganiiation to meet the needs er;sing’from the

strategies of furthet expansion." © E " “?,"
The research findings suppdrt.Chandler's basic

relationship of: ‘ ] “ : | ‘ "j .

{ PN

STRATEGY ~——p STRUCTURE — RERFORMANCE

The flndlngs of thls ;Lsearch, however, suggest the'

relatlonshlp is more complex. Promlnence must also be glven

.to the actions of managers, vhich are .in turn strongly

. affected b§_the mandgement culture in which they are

: operating, and %y the assessement they make of

?'1ronmental conditions. Their behavior, decisions, and
actlons are 1nf1uenced by the partlcular envlronmental .

condltlons in whlch the enterprise is operatmng. The

-theoretlcal model which is employed throughout the text is.’

‘shown in Exhlblt 1 - 1. The model.lllustrates thgt the

4 . e

e 4



that environment. /

"Exhibit 1 - 1 ' 4 L oo

- i
v

Strateqy #Structure and Managerial Culture

ki . %

- P o~ ' . - . . .

"7, . - External Environment (including Qovernment)

‘Strategy’ - ) - R
o R T (Perceptions). . '
- " Manager . ' Performance’ ;
N L
T Culture . . T .
N . - i ““ ' 4 o
- Environmental  evaluation
‘ ° ' .Assessment . ' o

Between strategy and structure is the manager.

—_—

v

Chandler could assume a. 51m11ar1ty of response because of |

S

the common’ managerlal culture, and env1ronmenta1 condltlons‘

AN

managers faced in the/UmS.'. Managerlal perceptlons of the
external env1ronment are however strongly 1nfluenced by the

bu51ness culture in whlch managers operate. Culture largely

determlnes the assessment managers make of the env1ronment,,.

.

and help deflne the constralnts on p0581b1e conflguratlons
of strategy and structure managers adopt for ;neir_

enterprise. | . - o




Thls study of a Canadlan flrm revealed the
'-1nfluence of a somewhat dlfferent manager1al culture,
bu51ness env1ronment, apd naglonal business eondltlpns.
Vaniations ih. the strategy—sérueture-performanoé model as
\prdpbsed‘sy Chandler wefe dbse;vedxin the study of Dominion
' ”Teﬁti;e,\ﬁﬁése-variations o{”dif%ereﬁces, as will be

" examined 1£E§5“ia:the,thesis, could onlf be explained by

faétors\a;fribp;able,tq mahagefial cultural differences.

o . £

‘ The‘bhandle}-model proposes‘that stiucture.becomes
a mediating variable.'What happens if the firm fails to’
,change its structure? According to Chandler, it may

.surv1ve, but “growth wlthout structural ad;ustment can lead

i
v

f|only to economlc 1neff1c1ency."‘7 Changes in structure are
‘necessary if changes in- dlstrlbutlon, marketlng,
'technology, and flnanc1ng are to be met effectlvely. Major
'structural changes are de51gned ts seflect a fundamental
ichange in strategy. Thus changes in structure.are necessary
Its,faciiitate/new tactics in areas such as marketing and

’

.disttibutioh.‘Aﬁ example of this is the change to a
‘_divisiOAal structure introduced by Alfred Sloan at General
Motors in 1923; Divisionali?ation allowed the company to
fQilow its new'strategyiof producing a line of automobiles
" which éqméeted in the entire price range of the industry.
. 1H. What fo;ces Brihg abeut these ehahées? In his

; Americanxstudfes Chandler does not direcély'address the

éaﬁses. His infeh;ion in Strategy and Structure and. The

yisible Hand was to record and analyze the changes. He

ascribes the causes to socio-technical factors. Since all
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the companies were. American, Chandler did not need to

elaborate on these rces, since they would be similar for

all companies. .
The study of Dominion Textile lends to the

o

observation that different forces operated in the Cariadian
environmeﬁt, and that mamagers made decisions based upon
ditferent criteria and values. Although one could assume”
common motivations among Amerlcan managers, the managers at
Dominion Textlte, especially in the early years managed
with'different’sets of values, goals, and perceptlons. The‘
mediating influeoce‘of managers upon the characteristics
and typés of structures has been noted to test tﬁe\ ‘
Chandlerian thesis in non-American environments.: .
In later eomparet;ve studies of strategic.and
structural chamges in European firms, results showed wlder
-varlataon in the developmental model of managerlal

hierarchies. These comparative studies have found "cultural °
L4

and economic reasons" for—the‘persistence ofﬁtransitional
forms of organization,in Eﬁrope, even after they had,been
superseded in the United States." 10Chandler'and hlS
associates-have had to conslder changlpg cultural valués,
‘and“tﬁe charecteristics of national business climates, to -
account for the dlfferlng patterns they found in Europe. ’
\Thls emphasis is supported by the Dom;nlon Textile
findings. The implicatiom for this research on Canadiani

.

firms is that studies must be directed not only to.

strategic and structural changes; but also’ the social and

) R o
economic enwvironment in which strategic decisions are made,
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and the role of managers. /
Chandler found that the evoluti&g of strategy and
structure was accompanied by the development of managerial -
proféssionalism in American business enterprises. The

Visible Hand 7 traces this development of manageriél

' professionalism. The analysis and description focuses on

the period 1850 to 1920, by which time Chandier feels, the
transformations in the economy , organizétiéns, and the
managerial profeésion were virtually cbmplgte{
From the study, Chandler distilled eight subsidiary
pfopo;{E;dns or hypotheses: . L
-‘i. When administrative coordination’ produced lower
costé,lhigﬁer profits, and greater productivity
: tbag,cpordiﬁation by(market mechanisms, the mult;T
unit éh;érprise replaced the small, single-
éunction enterprise. e
2. Activities carried ouf by the markét could not be
internalized until a managerial hierarchy was
created. »
? Modern bﬁsgness enterprises developed when the volume
U of aétivity was gréatgenbugh_to<mékerinterna1 control
moré efficient andwprofitable éh;n‘}éaving it to
,external market mechanlsms. - ‘
4._0nce establlshed, ‘a’'managerial hlerarchy became a
«source_gfgpenmanenee, power, and contxnued~growth;‘_____

.5.. Managers became 1ncreas1ngly technical and prof-

essional.
6. Managers became increasingly professiohal-as an

4
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organization's management was separated from-its

ownership.

7. Career managers increasingly prefer decisions which

s

emphasize long-term growth and stability over

maximization-of current profits. -

8. Large enterprises have'changed the Basic structure

of major‘sectors of the economy,-and of the economy

4
T

as a whole.

s

The growth of. the managerial class,‘and of their

o

entefpri&es, IS a response to COmplex technologlcal and

social changes 1n the natlonal economy That is,

)

organlzatlons change thelr strategy Qnd structure when they

are compelled to do’ sa by 1heff1c1ent operatlons in the
market. :

- - . 4.

" Chandler's 'work has provided the empirical'data'ohfe“

3

‘ . [

s

vhich a wide range of'geeearéh has %een:based;‘yrigley sums

* v o~

up the scope of Chandler'e‘achieuement: "Hie influence was
not just a prop051tlon ("structure follows strategy“}f nor .
a model ("stages of corporate growth and deveIOpment”),‘nor
a methodology (case studles dn a framework prov1ded by Y0

large enterprises), but all three, whlch at once provxded

policy. research with both reepectabllty and an example." 10‘

Commentarles ‘on Chandler 5: Theogx of Stgﬁctugg; Qevelgpmen o

»
“ 1
’X . t . '
I "

Chandler concluded Stgategx g Stggctgg w1th the

modest predlctioh "If it does nothing elee, thls

exploratory study should provide the student of bueiness
J 5

hlstory and busines- administratiOn as’ well as other .

A

et
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scholars with some suggestions for significant areas "of .

anvestigation."‘ll'

i - —

Chandler's conclusions, backed as they were by . ;/:

thorough empirlcal research, won general acceptance 1n the

d -~

. business policy field. In partlcular, many researchers have

L

selzed upon Chandler 8 progress1on of strateglc and 5 ",“

!

structural changes as the ba81s for llfe cycle theorles of
o P -
the firm. Chandler labelled his four stages "chépters" He

dld not suggest that they represented a llfe -aycle theory
of " the flrm, nor did he use hlS developmental theory to

-”predlct patterns in organlzatlonal llfe cycles.

L
Y
A 3

N

But to Scott (1971, 1973);.Chandler"s,work
; 12

-’ Q ol . ) ’
"suggested 3 developmental model of‘the firm." = U51ng data

collected by the Industrlal DevelOpment and Publlc Pollcy

program at Harvard, Scott relnterpreted Chandler s

'»
Y o

strateglc chapters’ 1n terms. of product llne. Hls el

evolutlonary model has three stages: Stage I"

Slngle—product or>81ngle-11ne;'8tage II1: Slngle-product

line; StageAIII; Mnltiple produc%alines.'
Scott was more~5pecific than'éhandler fn ascribing
causation to these changes. 'He proposed that’ thp degree of
tompetltion in’ the market place wvas reSpon51ble for
strateglc, and therefore Btructural change: "So~long as
msompetltive pressures are low or moderate, ‘a strategy Of
dlver31ficatren can be’ managed ln a varlety of' ways. At an.
extreme, 1f.there were not competltlon at all, any form of

management-structure would\be'adeqﬁate for operations of

, any degree of diVersityZ'However, the divislonal structure
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appears to be the most effectlve way to-manage the strategy

. of dlverslflcatlon under hlghly competltlve condltlons 3

7 “t
L

Salter 14analyzed Scott’s model and found two

.anomolles. He pbserved that the mult1d1v151onal form can'

b

'“be reached from drfferent structures - General Motors moved

.

' ron

:‘frOm a holdlng form to leLSlonal, whlle Du Pont moved from

" -
Vb

‘ functlonal to d1v151onal' Salter also felt the -

7

multl product stage should ‘be separated 1nto two,types -

p ' ~

‘ the geographac form and the product form. Later reséarchers
Vtrled to overcome thls problem by hlnglng-the deanltlon oﬁ

< N,

Ca stage on the :type of busaness, based on product llne(s)
' ergley15 u51ng a»sample from Portgne 500,,
tested Chandler s dhapters, and found four dlﬁferent '

strategaes belng used by 1arge U.S. flrms- Stage It
Slngle-product busxnesses; Stage II. Dominant productl\ : ;
'bu81nesses,.wh1ch accounted for 10 tp 95%, of,bus;ness;

]
o LY

.State III: Related products, over 30% of sales out51de tpe .

" main bu51ness; and.’ Stage IV* Unrelated prbducts, with over

a

' 30% of sales outside the maln busaness.m

15.°

R Wrigley s results updated Chandler -] research, o

reveallng that during the 1960s there was an- acceleratlng

trend toward dlver51flcatlon. Thls was correlated 1n the

move by companies‘§oward related and unrelated businesses,

K ) \ ’

'and the’ inqreaslng use*of multl-dlvmslonal structuresa\“'

[N

These results support Chandler s strategy/structure the51s,

partlcularly the idea that a strategy of d1Ver51ﬂication

favors multx dlvisiqnal structures to administer .the,

; . .
€ ! . ~

: Changed company. o A - R .

[
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Rumelt 16also conflrmed Chandler ‘s strategy/ o

-

Structure paradlgm, using, a Iarge sample of Fortune 500 :

R : cpmpanles, in a 1ongltud1nal study covering 1949, 1959, and

1969 He used ergley s four cateégaories, but found within

)
. B . he 24
= L]

—’them nlne sub-categorles. Unllke w;lgley and Scott, Rumelt

4 N 4
R ¥‘used buslneSS, and. not product, de51gnatlons. The
' N y 3 . 3

\~‘f‘ . categorles were found to be llnked to a speclflc structural
- - \) v .- | . . } ,

. ‘ } form. . \— . ’ .. - N ' ) . \:. \' -.. - E .‘ s, -"i
“lu .. Stiategy ... susstratégy. '

S . . > =9

e ‘“‘u/' Structure ‘j’ S 'fg o R 1.1_ '-: LT
R - I. Slngle—bu51n§ssr LT ’ """ R

g.,Dom;nant, Domlnant—vertlcal ;- - -Functionhal

L e Domlnant constrained 'with o .
A _; - Ce i .‘ . \' L oo S . \," , '_,. s N
e g e o 1Uom1nant llnked Lo e Su531dxar— B

oL ’ ST - deinantrunrelated < w ies, ‘
vt © 3 Related business ?j Related‘llnked "'ujg.‘DrVisidngl

. I e RN L -
T L . Rglated oOnstralned ) K

R - - N ~ a ~
, v . < . .

4. Unrelatcd:busihess Unrelatedvpa581ve ‘, ';;Divioionalgo

v . - . . PR ty f . he . . . - . .
. e LY T “ [ Lo - e
o A . it

‘ e AchISltlve— S o -
, S :‘:f . ")"~conglomerate - .‘-"‘“"ﬁ' L

Y

\ Rumelt 8 work contlrmed ergley s flndlngs that

. N

- ,muItid nal structures were a trend Hxs longltudlnal

v ,' @

results showed sxngle busmnesses vere declining ln‘

., . : ’

lmportance as businesses 1ncrea$ingly m0ved lnto product K
lines unrelated‘to thelr primary buslnesses. By the late

' 19705 the trend toward forming conglomerates was 1esscning

| as corportlons found tbat conglomerateé drd less wggl than ,{ "

IEPR . relateq busineésesh.f‘ I 3 L e
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Stopford and Wells reported on ‘the work of' the

‘Harvard International Project, which monitors chamging
structdres in U.S. multi-hational and European business
_organlzatlons. U51ng Fortune 500 flrms, structural changes

in U.s. flrms were traced through the 19505 and 196OSr

Internatlonal strategles tended to be adapted by Scott‘

T Stage II, D1v1slona11zed flrms. These firms generally

,\followed 31mllar structural changes when they went

1nternatlonal. Inltlally, an 1nternatlonal division was
‘added to the exlstlng product d1v151on structure. This gave
way to a olobal form, dependlng on the growth strategy,
involving the. disbandlng of the 1nternatlona1 dlvlslon.

Flrms Who expanded thelr entlre product line

1nternatlonally, establlshed world w1de product d1v131ons.

- Those firms who developed only’ thelr major products used

geographlc d1v151ons. Agaln, thls tlme on an 1nternat10nal
C, .
scale, product dlver51ty requlred a mult1 d1v1slona1

- . ,1 Lo -
. . .

structure. L \ " xd Y

N - toa . » L

Franko18 tested Chandler's thes1s for EuroPean

f;rms, using the European Pgrtune 500 He found from 196r

data, that the maJorlty of. flrms were h51ng Chandler s

\

'\..

Chapter II strudture, whlch Franko called the : ' .
~mother—daughter form. On closer examlnatlon he found that
theSe flrms were using personal control, bY'expatrlates,.

' whereas U. S. flrms were uslng 1mpersonal control methods.'

,Franko's 197l data showed the mother-daughter form was

R rapidly‘giving way to multidivisional struqtures,'whlch

'Franko ascribed to the 1968 lowering of Common Market

[
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Tariffs and to .the entry of'U’é. and Japanese firms not

-

attuned to the rules of—the game‘ Thls change supports

} Scott's contentlon that gompetltlve pressure hastens the -

trend to dlver81f1catlon._

Channon19 studied Brltlsh serv1ce 1ndustr1es,n
A . .
banks, hotels, and 1nsurance companles. Hls .resalts suggest

that dlver31f1catlon is pursued ‘only after .the' slngle )

business beglns to decllne..}f prospects are good, no
dlverslflcatlon occurs. When there 1s dlver31f1cat10n
however, greater success is achleved by g01ng into related‘\
bus1nesses as- opposed to unrelated ones. u |

20 .
J.R. Galbraith p01nts out that Chandlef's the51sl

is a contingency theory, although the terminqlogy was not

in use in 1962. His Boeing study notes that the change in’

*

strategy of introducing néw products into existing
competitiﬁe markets required the adoption of a

d1v131onallzed structure for lmplementatlon,'and'also"

conflrmed Chandler 5 hypothe51s. e L

o ‘In a study of structural development, derived from

Chandler, Galbralth and Nathanson.zlhave attempted a

synthe51s of growth models of U. S. natlonal,
mult1 natlonal, and European flrms. Their model 1noludes
the holdlng form, not 1hcorporated 1nto earlier models. But

.while there’ are .several alternatlve paths of structural

: changes,’Galbralth and Nathanson found a domlnant pattern

IS

of struotural forms 1s followed by. U. S. Global

,Multm—natlonalsp namely: 1. Slmple, 2.'Expan51on,.3.

B

* Vertical, 4. .Exploitation of;economic scale, 'and
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~vagarities of history. Like Chandler's model it holde no:

~

5. International expansion.

‘ e
. B

Galbraith and Nathanson see env1ronmental factors

~ s
N

as the cause of this 31m11ar1ty of states: "The partlcular

scenario that emerged con51sted of spec1f1c patterns of -

‘population growth, technological change, political changes;j

.
- N 1

and world wars. Particular strategies resulting in

particular structires promed to be profitable at.various.

times. However, if a different scenario.could have emefgéd,3

then a différent dominant sequence would be observed. ?hel

point is that there is no set sequence’ in all cases’ RN
hovever, development was dominated by ‘the particular v

'

pattern of organizational growth. Even though a pattern.

dominates, there are other routes taken by a minority-of
22

firms." °7 Co C

Of.the recent mogels, Galbraith and-Nathanson's is

most conslstent with Chandler's observatlon that various

.o 1

routes may be taken; but:that not all are equally

successful.. Tt is .international and subject to the: L

. B
S -~

claim to predictive power. : The Galbraith/Nathanson‘md&el

also accomodates and accounts for the dlfferent patterns

found 1n European firms described by‘Chandler23 resultlng

Y

'
i . ¥ . v +

’ e

from his recent research. R S T

Comgaratlve Studles in Strategx and Structure"5" A \l )

Managerlal Hlerarchles, ‘a group of essays edlted by
’ AY [N
Chandler and Herman Daens, 1n1t1ated comparatlve studles on.

° -

the development of management in. the Unlted States,

Britain, Germany and France. Daems concludes from these

~
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studies that: ...'eXCept for the ouestion of timing, . -

Chandler s. findlngs appear to be generally va11d for

buslness 1n Great Britaln and on the contlnent "24 N

v . B . ¥ . N ' -

f,

ﬂGenerally, the modern cqrporate,structure was found;u

B

“i#n' Germany and the U.S. prior to World war I, .in Britain by .
. . . \ . ' - \ . . . ) . .
the 19208, and ‘not until after World war II in France. The . ... "'~ ...

growth of managerlal hlerarchles 1s partly dependent upon
- A

the nature of the 1ndustry. They first appeared in .. .+ = = .0 '.. ﬁ:,hm

technolOglcally advanced 1ndystries in the.U.S:.and,Germany o L N
-~ -in the 1880s. * ' o : Ce . Ce e e -

. . N v . fo~ . :
N , . . ' ! M ~
- - \ . EPA

.. . - Different countries used different forms of ‘- .. '» - ST

organizational structures. The U.S. developed the - I N

1ncorporated enterprlse( Germany the cartel, Brlta1n the N
v ) : . - .,
1ndustry—w1de holdlng company, and France, 1ndustr1al 1 T T

.'grouplngs wrth flnanc1al llnks. By the 19705: the u. S. form. L0 LY

- . ..
0 [T B .

o£ the\lncorporated company was the general form in all AN

four cOuntrles. R e S L Y A o

L ' . FERC N N 4 - ‘ [

A . v e . .or . .. PRV D L . \

N DN .. -
IR UK. geography allowed foundlng famllxes t0\; R P VO
contlnue in control until the IQBOS. Hannah fOund that Ce TR o T

N B ' VRN P
A PRI LR

because of the smaller scale of’ the Brltlsh eéonomy, market' R .

AN - » » " e

¥ mechanlsms played a larger.part‘than the yusxble.hand of.

management. She 'is uncertainras'to whether this was-because~
- 3 N LT . ;j. i3

the VlSlblE hand and 1nvl51b1e hands vere balanced forces, R T

3 '

'or\whether thls was due’. to the annate COnServatlsm of o T o

Br1tlsh 1nstrtut10ns. ' f ;h . ‘\‘
' '.« ‘ ' : ’ L ' AL A‘ll‘ i ’ » R

%[ ' German enterprlses preferred cartels. German ', o

s CE .

fa0111ties equal to those of the Uu.s. sold prlmarlly Lo o

. . .
K - ‘ ' ’ : KEN f

internatlonal buyers, encouraglng co- operat1on among flrms ' Ly

v
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in. an ‘industry. Cartels also gave the powerful German

financiers more control over their investments.

\

- & "Jurgen Kocka found that: "similarities between the
develobmenp of the. corporation in Gérmany and its evolution

in the United States are strigingu'QS-The‘largest ’

manufacturing firms were in capital-intensive,
technologically advarniced industries; and. these were-also
the most,management—intensivé and structurally diversified.

industries.—,thus supporting Chandler's hypothesis.

. _ The rise of the German mahagerial hierarchies

reflected a contlnually growing market. Organlzatlonal and

. : . . » .
manager1al skllls were transferred to. bu51ness ‘from ‘the

.

German government bureducracy. Tarlff barrlers aliowed

dlver31f1catlon and backward 1ntegratlon. Latecomer status
allbWed Lmltatlon of the best 1ndustr1al technlques.

French flrms, hlndered by the lack of ‘a central

capltal market,ufollowed 1ndustry 1eaders. The‘managerlai—

) flrms entered‘the French-market. Only the war broke.the

'ellte, a mlxture of famlly and. grandes eco;es,.lasted unt11

as - v . H '
., -

WOrld‘War II Levy—Leboyer blames th;s managerlal class’ for

the erratlt growth of French 1ndustry' " ..: managers there

LI e s .o PO B

-

had/deprlved themselves of the beneflt of the best S

admlnlstratlve practlces and they could be held responsxble .

¢

n26

.

fOr the apparent .immaturity -of. the«corporate sector R

. i

Slnce cultural factors restrlcted the recru1tment

of managers and, bounded thelr motlvatlon, German and U.S.

.

social forces maintaining the French bu51ness el;te.|Thus,
the modernization of the large borporatign«afﬁer World War

.
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IT -came as a break with the past.
. Kocka concludess Y ... it is dangerous to treat
:Europelas.a single entity for_purposes o0f comparison with

the United States, since differences among European

..“‘

“n

economies were often»more pronounced than those between any
single European country.and the Unlted States,"27
' inference, Just as the development of business
'organlzatlons in the four ma jor European countrles studled
in Managerlal Hlerarchles reflected thelr separate,,l'

' R
. hlstorlcal experlences. The Canadlan experlence in . | '

strateglc and structural changes and the relat;onshlp

« -

between them mlght be dlfferent from that of the U.S. -

: Canadlan hlstory has benchmark events such as
Cg?federatlon (1867),'the Natlonal Polloy (1879) Wthh .

~

protected infant manufacturlng 1ndustrmes, and the several '
‘_' r PO i . \l _, L :‘,— s,
L preferentlal tarlffs wrth Brltarn, whlch helped determlne L
{ \ -
the country s 1ndustr1a1 patterns. These watershed events

o are unlque to Canada, and as the reSearch w111 fllustrate,

produced 1ndustry characterlstlcs dlfférent from those 1n'-'

- '
» - Iy

- the ugs S PR Li,,_ CTT L

~ »

The European examples havb led Galbralth (1979) to

oyt -

a dlfferent conclus1on, one whlch echoes Scott (1973)
b "Only under competltlve condltlons does a mlsmatch between -

\

strategy and structure 1ead to 1neffect1Ve performance. If

N\,

- a flrm has power over its env1ronment . it does not have )

E to engage in. the dlfflcult task of: restructurlng to- brlng

.- about efflcxent 1nternal resource allocatiOn."28 "‘

'

. Another 51tuat10n_1n=wh1ch Galbralth feels.that."

P ,
< f
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Chandler s paradlgm breaks down 1S'when a decline 1n

performance is dealt wath by a "polltlcal-solutlon". If

ndiffereht groups in the organization-favor~self—Serving-

outcomes, it. 1s llkely that the decision w111 be made "
L ] K

'polltlcally "The greater the amblgulty, the greater the

~1nfluence of polltlcs in determlnlng the outcome and the

"
-

"greater -the 1nfluence of the current distribution of power.

'Thus,)structure w1ll .influence strategy." 29

- L. ,

Bu81ness researchers are now explorlng the questlon

".of whether ‘there 1s a stage whlch follows the multinatlonal
form. Galbralth and Nathanson dlscussAthe Market-Matrix
SySteﬁ as a'distinct stage. Miles and snow 301label the new

form "simulataneous structures", while Mintzberg calls it’

"Divisioﬁalized Adhocrac} w31,

The Populatlon Ecology‘Approach as 1nterpreted by

'Aldrlch 32xnay prove to be partlcularly apt when dlscuss1ng

> 1

: Canadian manufacturmng enterprlses. Aldrlch argues tha! the -

'ablllty of the firm to acqulre resources from the

, ‘
[ . -

env1ronment 1s the major factor determlnlng whlch
'organlzatlons wlll survive. He views r9sources as
'everythlng needed by the firm. Env1ronménta1 factors either
fac111tate‘or constrain the,new flrm, determlnlng vhich
ones survive, and which ones ﬁail:. |
,Aidricthees three maih factors exercising

constraints on the creation of new organizations:

*1. Work Force Characteristics. Employees of new
"organiéations‘must learn new skills."Entrepreneurs'may

" either 'try to hire people with similar skills if possible,



‘ovet market share.

S‘whether in ex post examlnatlon one attributes right

24
or must.train new personnel. If the organization is a new
departure, an employer cannot use generalized skills and
must see that employees "learn new values, behaviors, and
motivations".33'

2., Market Characteristics and Economic Conditions.

A new organization must overcome certain barriers-to-entry
such as economies of scale, customer loyalty, and winning

-

3. Government R;gulatlon. Laws may smooth the way

for inter-firm collaboration of existing firms, or maintain

industry profit ratios, especially in chartered public

. monopolies, making entry &ifficult for new firms. Once

. established these forms persist for a considerable time.

"Aldrich sees historical time periods as favoring certain

forms - bureaucracies from 1900 to 1950, the

‘multi- d1v131ona1 forms: from 1950 onward. Aldrich feels the

state plays a cruc1a1 role 1in determining which types of

‘o organlzatlons w1ll be created. State support and protectlon

-glve certain enterprises a strong competitive edge.

Chandler did not‘dEal with declining industries. He
. . R LA . o ' ) . "

-observed successful c0mpanies,‘and recorded a development

'process whlch had been successful ‘Whether this success was

e

,due to approprlate ch01ces made -during develOpment, or

dec1sldnssto present SUCCQSS‘Wthh may -be due 'to a

. multitude of factors cannot be determlned.

Porter has noted that one does not respond slmply to

‘ 34
. markets; but. w1th dlfferent types of strategles. Porter's

.
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model has £ad wide acceptance as a describtion of tbe
strategies possible to firms in éargegﬁng their products.
The Dominion Textile data should offer some insight into
his model's applicability to a §mall mark?t economy such as
Canada.

Porter found three possible generic strategies in

American business enterprises:

1. Overall Cost Leadershipk: similar to the BCG

experience curve of low-cost, high-volume

production.

2. Diffegeptiation : the product or service is
diffgrentiated so it 1is seen industryJWide:as
_unique. ’ ‘ ‘
3. ggggg { the ﬁroductlis built around servi;ing a
particular buyer group, segment of the.product—
""line br.geogfaphic market to ﬁeét‘speciélized .
ﬁeéds. ‘
A company not choosing one of these strategies
faces being stuck-in-the-middle, with neither a |
differentiated product, nor an'operatiohél market share &nd
profits. Str;tegy-making begins with'an analysis Of the
industry to find a defenéive competitive posi;ign against
. Y :
the forces driving the industry rivalry amoné;existing
firmé} the bargaining powef:of suppliegs; the threat of new
entrants; the bargaiﬂing power of puyers; and:fﬁe threat of
substitute products or servicgsﬂ The choice ;s to wﬁich,
strategy to adopt is mainly deiérmined by the

characteristics of the industry. Porter describes five

.

&
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"generic types of industry environments:*Fragmented,

Emerging, Maturity, Declining, and Global.

Porter assnnes“firms chose their strategies in a-
free market economy.” In his model the:influence~of
government ig not felt oirectly by the firm, but is
filtered through the ﬁirn's stakeholders (competitots,

buyers, suppliers, subsituteg, and potential entrants). In

a Canadlan study, the direct 1nfluence of goverhment on a
b

‘flrm cannot be 1eft out

Tarlffs dre a maJor form of involvement of the

Rl

Canadlan government 1n some 1ndustr1al sectors. Porter

compents that "tarljfs and dutles( FRTON have the Same effect

°
H

as transport costs in limiting achievement of -economies in

s 35, o ‘ R
production." In Canadad, tariffs have a more penéitating

effect on the firm, Porter does.not .discuss the reasons

’underlying tariff ‘policies. Two stpdies of Canadian

.

’ manufacturlng 1ndustr1es by - Caves (1976) and, Protheroe
'(1980) -have! examlned the questlon of how and by whom tariff

rates are set.,

* caves concluded that tarlff rates are the result of
a polltlcal bargalnlng process,‘whose 1evels can Qe
explalned by ‘the strength of the contendlng bargalners, “or

6
other polltlcal forces. Protheroe s study examined the

process of setting tarlffs, with empha51s on the 1970

Jean-Luc Pepin textile policy.'Protheroe agrees with Caves.

L

that-the tariff policy was a political solution. He terms

this proceas "go&ernment politics";after the model
popularized by Allison in Essence of Decision 37 Protheroe-

v

o
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found that in tariff setting "decisions arise, not out of
rational calculation, but out of bargaining and negotiation

between actors which "represent" various dimensions of an

LI L

issue, such as the producer, consumer, regional and other

interest inveolved in trade problems. The result of this

ogrgaining and conflict may be compromise, ambiguous s
P . - . 38
outcomes, stalemates, or victory for one side.” The

Canadian model is characterized by direct interaction
between firms and the government, and not the arm's length
relationship described by Porter.

Porter has also proposed that the global stage-of

N

‘organization‘structure fb;lows a multinational structure,

- Y
and that the two forms involveé different strategies. By

multihational, Porter means a diversified company which
treats each of its different’businesses scattered around
thagycrld as separate entities. But global compahies,

desbite their industrial units spread around the world,

]
3

sell‘relaéively undiversified products and keep close

supetrvision -over the units. Components atre produced
- . , , [ . - D . .
worldwide, then assembled in the countries most favorable

e - -
to mamufacturing. According to Porter, firms -have no chaice

between the two strategies. Competitive pressures force~

firms. to’ adopt a global strategy The cause of the pressure

"

is ﬁsually a strateglc change by one .of the flrm s maJor
competltors in that 1ndustry The move may involve

exploltlng cheaper¥1abor COStS, or flndlng new sources of

o

raw materlals, max1mlzlng economies of scale, a worldwlde
' A}
change in consumer tastes toward homogeniety, or a change
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in trade barriers or transportation.costs, Porter's\pattern
of evolution can be ohecked against‘theddetail of the’
Dominion Textile data to provlde a-test casé for -the model
to the Canadian pattern. | |

The Selection of an Analytlcal Model

The testxng and evaluatlon of the Chandlerlan
hypothesis.which were examlned in the precedlng section,
"have formed'the orientation to<methodologyiand analfsis

used in thls research study. The WOrK of Rumelt, Franko,
and Herman Daems are enamples of how one can blend case .
':studles, behav1oral and cuktural factors, and statistieal
data. The testlng of Chandler‘s hypotheses in non- Amerlcan
environments, and under dlfferent market condltlons, has

been undertaken by others, This approach has also been
supported by other‘stndles suqy as the Prof;t Impact on
- Market Share,‘and‘the Harvard‘International Project.

Thls research projects falls within thls academlc

'stream and research orlentatlon for the follow1ng reasons:
(a) Chandler s hypotheses have ' been tested in

dlfferent cultural and env1ronmental elrcumstances The

‘ results of prlor research provided me w1th,a way of

o

' evaluatlng and comparlng the results of .my own research.

‘ (b) The methodology and technlques of analysis are

4already developed and tested The models which have been

used; based upon the Harvard Paradlgm and synoptic rational

theory of strategy, are flexlble and.adaptable enough to

include cross ‘cultural - and behavioral variables.

{e) The research orlentation is similar to that



study were made after an evaluat;on of alternatlve‘L

used at Concordia Univeréiﬁy for Canadian caseé studies, and’

expanded ‘upon by Gram and Crawford

' The models andxapproaches used ‘in this" analy51s and

v

methodologies for examining life cycles and development.

Williamson 39aﬁ,economist, has focused his research on

‘ B
1 “

transaction costs between markets and firms. He argues that .
a firm moves to a multidivisional structure to ‘become a
miniature capital market, Wthh id more effectlve than '

individual product units. The technlques and type of -

analysis assumes rational, calculatlng,'proflt max1m1zing

- ' v

behavior, which does not permit a full “examination of
. N N . . o

cultural and environmental variables. The transaction model

does not provide 'a useful frameﬁork for strategic-anél}sis;j

g
The Grenier 0model of stages of organizat10nal

growth was also examined-. Grenier proposes a metambrphoses

P '

13

of stages? creativity, direction, delegation, ‘ -

»

co-ordination, and collaboration. Stages of evolution and

\

revolution are present in an organization's life. The

management style affects the evolutlonary stages, and

—

4

dominant' problems characterlze the revolutionary stages.

r

The model focuses. upon behavioral and problem related

issues, and does not provide a methodolagy for relating N
strategic and environmental concerns to management culture
and structural issues. Although .the model Offeﬁéd some

useful insights into the dynamics and motivations for

internal organizational change, it was rejected because of

its limited focus. ' .

N
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Thé most recent . model*df orgnizétional life cycle

has been proposed by Henry Mlntzberg "The’ model is based

'

upon four stages: formatlon, development, maturlty, and

Al

detllne. These stages result from external 1nfluences upon

’

an organlzatlon s 1nternal coalltlons. The Mlntzberg model
of’ organlzatlonal life cycles is related to the - 1mpact of:

the external envlronment and managerlal-perceptlons upon

\strategy. Strategy is a result ‘of -past relationships, ‘or

patterns in a stream of decisions. The methodology of the . .

. - -
~ - .

‘Mintzberg analysis and approach would have required a
v . k| - .

different .oriehtation .of the data and type of analysis.
i - X . , . ~ 4 . ct . .
_ These'life cycle theories, although they would have

.

permitted an examlnatlon of“managerial culture and. .

'perceptaOns;~were less useful for examlglng'competltive and
‘)'. . e ’ - “. . ' ’ . . + i

environmental conditions, a réview of the basis for

decisions for future, change, and'the.formatioﬁ of. new .

.

dlrectlons for the enterprise. These models focus upon past

- K e

‘performqpee and-behav1or, vhile one of the dlmensmons of,

\managerlal‘culture is the planniné and antic¢ipation of .

‘future developments. The author believes.that the Haryard !

Model, and the methodology previously\used to examine~apd

evaluate Chandler's hypotheses are most useful. .

The research questions which guided'the study and ,

-~

the methodology employed. are examined in the sections which

follow. iy . :_
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3. METHODOLOGY

The Hypotheses..

Theiéeneral“hypotheses to be tested and which
gulded “the research are as follows:

PR

t

‘u‘ The ‘model of corporate growth and development

proposed,by Alfred Chandler adequately describes the stages'

N t

- -of ‘development: of Dominion Textile from 1873 - 1983.

Ferthermore,«the development of the strategy - structure -

-~ 4’

. performance relationships at Dbminion Textile conformed to

!

the elght hypotheses whlch Chandler proposed to explaln the A

- 0
R

development ,' f c

* The research sought not only to test the Chandler

~

model, but also to examlne sub51d1ary and 1nter-related

. hypotheses and research questlons whlch may arise from the

- firm? . ¢ o L ,

ana1y51s amd research. These sub-hypotheses are as follows.

~

2

- (a) Although Domlnloh‘Textlle may conform to the

- -
4

overall developmeht hypoheses of Chaziler, does 1t also

'

conform to each of the elght sub51d1 'y hypotheses? Wére

N .

the same mot1vat1ons and factors whlch 1nf1uenced the . v

develOpment of U.S; flrms also-present in this Canadian'
- . s t

-

v

¢
w

'(b) if the development‘of bominion Textile does not

v

”cOnform prec1Sely to the maJor Chandlerlan hypotheses, but

‘fdlffers an one or more of the elght subsldlary hypotheses,

.how can. one explaln the var1at10ns° Other researchers have

identified dlfferent cultural and env1ronmental varlables .

as 1nfluen01ng the stages of develdpment. Do sxmilar

1

-
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1 . . . -

cultural an& environmental variables,exist in this Canadian
company’ What are the characterlstlcs of theSe variables,

and how did they 1nf1uence the development?

v ¥

(c) If'é'firm"like Domihlon Textile followed a

pattern of‘developmentfdifferent than that proposed by \\\/\

Chandler, how could the-variations be explained? ‘Is there a
ba51s for prop051ng a’ ' theory of Canadian corporate strategy
development° . ) ‘

, ; 3 (d) What was the" role and ‘infiuence bf the. :‘il o
dlstlnctlve Canadlan env1ronment upon the development,
growth, and strategy of Domlnlon Textlle°

These hypotheses guided the- research outllne and

» -

led to the ~use of a methodology ‘similar -to others who have

tested ‘Chandlert*s theoyry in dlfférent cultural
.9

envi ronmen‘ts .

.o
> v

Chandler s nlche is 1nst1tut10nal hlstory. Slnce

- ¥ - - '

1800, the hu51nessman has been at the centre of fundamehtal
4 change Ain Amerlcan llfe. ThlS glVeS bus1ness hlstorlans a
strategic perspectlve 1n descrlblng this change. Chandler

-defines institutional history as‘more than‘the\study-of

organlzatlons - 1t also attempts to 1ntegrate organlzatlons

into practlcal soc1al Systems
Accordlng to Chandler, 1n'order'to do‘this} the
hlstorlan needs to make “the fullest use of exlstxng

generallzatlons, goncepts and models, and by developlng new

nél

ones for his.own use.. These 1deas can be adapted from

economics, sociology, and organlzatlonal theqry, as well as

N

histaory. with models from these 1ntellectual reserves, the

e



institutional historian must "develop his own concepts,andi
verbal models.~A'historian's task is'not merely -to borrow .
{e

'other people s theorles or even to test their own theorles

“d

for them It ils to use ex1st1ng c0ncepts and models to .;3 v

“explore the data he has collected in order to answer hlS

42

“own partlcular questmons and concerns. " _Concepts may be.

'adapted or discarded. The purpose in u51ng them~is to.

develOp one' s own analysls. ' . . :

-

) Chandler feels that ‘host hxstorlans have neglected

L

1nst1tut10nal hlstory because they are blased agalnst

.businéss. They prefer to study individual entrepreneurs

ES

'gratherlthan the’;nstitutions they createde He:also'findsff' ot

the oersoective‘Qt.many.economic historians to be:oﬁtmodedif‘

. because they continue to focus on small, 'single unit{'
producers, governed by the 1nv1s1b1e hand of ecohomic‘

‘"laws" They tend to see modern bu51ness enterprlses and
‘thelr managers as aberrations to be passed by because they.

"do not £it their laws.z

,,'.,, B e . - '

Hlstorlcal Methodoroqy ," AP

Chandler approaches hlS work with- the tradltlonai

methods of the~hlstor1an¢ As he’ notes in The VlSlble Hand

(1977) (for which he won the Pulltzer Prlze for history) Y
A g"The research and: .writing of thls hlstory was carried out
fn the traditional manner. It has been pleced together from

readlng bu51ness records and- secondary works. and from y
;countless d13cuss¢ons w1th students and colleagues nd3

I ¢ '

Barbara Tuchman. another'Pulltzer Praze w1nner}“has

'descrlbed thls method of oollectlng and 51ft1ng data. and

. S R . .
PR



"_gatherea the facts but arranged then in. sequence."

jchosen to put 1n, aS'well as chosen to leave out."

Y. 4 . \ N .
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.and of leaving the interpretation.of causality unt i1 the

e ¢

) last lee Chandler, she sees hypothe51s formulatlon as the-

product of research, not 1ts first step "To find out what

. happened in hlstory is enough at the outset without trying

'too soon to make sure of the "why" I belleve it is safer

\

.:to leave the "why" alone untll after one has not only

44

The Skill in wrltlng a: hlstory is conden51ng

'eplsodes 1n tlme through selectlon. ‘Tuchman views selection

“as.everythlng: ood it 1s the test of the historian.-The

roor

end product,~after all, con51sts of what the historian has
45

v

The questlons Chandler posed in selectlng mater1a1
for his~work were very broad: "What made‘for change? why.
digd it camé when i't"d‘id‘,u a‘nd- :iri the way it did? .s-fm “The .
questions. he left out are the ohes typlcally assoc1ated
with case study research. That 1s, whereas many case
studlesvtake.a cross—sectlonal-VLew of a rlrn, and,
therefore analyze curxent problemsh Chanqler, with'his._
sweeplng 1ongltud1nal Surveys, sees hajor poliqy‘shifts;
"Thls framework and these questlons are,:it shouid be‘ ‘-

empha51zed, COncerned only wlth fundamental changes and ‘

.innovation in thelbusiness economy. They do not deal with:

the day-to-day activities'to:yhich husinessmen must devote"
nearly all of their time. <.+ But an understandlng of the
continuous response and adJustment would seem to- requlre

first an awareness of the meaning of the more fundamental
47

or- "discontinuous changes." : ;



~

.

v

LOngptudlnaI Studies

) Chandler s historical method010gy means that his

findings are‘studied 1pse post facto.‘changes in strategx'

-and structure are observed hecause—empirioal ev1dence,of
change remains. But documents do not always record the
R : oo N ' . _—

dilemmas facing managers, nor the decisions and outcomes.

RN . ©,

Even when. documents.are supplemented with interviews, the
chances aré that memories of the couritervailing arguments

haQe-faded,,their.original,importance'dismissed by
hindsight. Living memary cannot coVer.the 150 years of

-

Chandler's research. Thus the historical method 'gives

Chandier's findings an aura of inevitability which case

studies, dealing With on—gOing problems, do,not,have.

Most organizational studies tend to be one-time,

cross-sectional examinations, not dynamlc longitudinal

hlstorical studies, but organizational snapshots.
Researchers usually approach these studies Wlth the
normat1ve~structures already defined; and tend not#to
exaﬁane hOW'they evolved.

There are compelling reasons for the predominance

of static,'cross—sectional studies. Researchers who report

on. an enhterprise are only with it for a limited time in its

. history: Their reports, - or case studies, have a téndency to

. be personal’ v1ews cut off from the flow of change that has

created vhat they report And the training of bu31ness

.
I

researchers in sc1ent1f1c methodology’ predisposes them to

«

emphasize obJective, verifiable 1nformation. and to av01d

the haphazard order' in' which data reVeals_xtself.in-a

-,

s
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'hlstory, espec1ally the dec131ons made by the early

36

:1ongitudihal study. Historical studies, with their partly

intuitive and judgemental findings, and without a rigorous

methodology, are not yet accorded cohplete’legitimacy by

some members of the profession, with the result.that this

type of study is aveided by some of their peers. As well,
business researchers, frequently ‘being academlcs, are nnder
pressure to publish. The 1mmed1ate reward system rarely
favours time consumlng longltudlnal,studles.

vet only }ongitudinal stnd;es ean'shew‘hpy ‘

AN

organizations learned and.unlearned(their norms and vaiues,

and how thelr myths and sagas developed Miles and Randolph 48

QD

‘feel an organlzatlon can only be understood through 1ts

leaders. "Wlthout an appreclatlon for ‘those early choaces,
it would ‘be very difficult, 1f not foolhardy, to attempt to

rnterpret the dlfferences of the belief systems that

oy

ex1sted in. those organizations as they reached maturxty " 49

v EEEEEN

Bu51ness Poldicy Methodoloqy . -

In bu51ness policy, the dominanf hodels en’whieh;tb
base an analysis'of a firm are the.Harvard Paradidm, and
the Industrial Organization Paradigm. ' '

| Briefly, the LCAG Model of Learned, Christensen,'
Andrews,'andicpth, analyses the way a firm matches its
internal'strengths, weaknesses and values, with its

external environment.

-%
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Exhibit 1-3

LCAG Harvard Paradigm
wt - ‘ 7

company strengths \ industry economic
and weaknesses - v technicdl opportunities
& threats
-personal -values of broader societal
| key implementer expectations

 This model stresses the need for the firm to find’
“policies which emphasize the'cohsistengy'bf these

‘interactione; But what it lacks are guidelines for
assessing the contente of. the four key elements within the
';hodelc ?he Harvard Paradigm treats strategy as the

*

-conscxous purpose of the organxzatlon and 1mp11es a time

'dlmen51on reachlng 1nto the future. That 1s, the empha51s.

is on executlve practlces that begin w1th the determlnatlon

‘of corporate purpOSe 1n economlc,.soc1al, and human terms,

" in’ order to plan future actlons.

The Harvard LCAG paradlgm has_ been descrlbed as a

Il

synoptlc model whlch‘as characterized byfestablishlng
,agoais, monltor;ng the env1ronment,ra55e551ng 1nternal S
.g‘capabllltles, searchlng fbr and evaluatlng alternatlve
actlons, and develOplng an 1ntegrated plan to achleve the
goals. Synoptlc models empha51ze compréhen51veness, whlch
~attempts to exhaust the deC1810n p0851b111tles through’
actlylties analbgous tO’the<ratlpna1 eeqnomlc‘modei.so

Chandler, because of his different. methodcldgy, .
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[

determines the‘basic long-term goals and directions of ‘the
enterprise by examining decisions taken in the past.
Chandier the historian, determines the important directions
taken by a_firm‘by studying their actions in retrospect,
throhgh‘the historical method of data collection and
sifting. Andrews 51 views strategy as an untested overview
-of. the pro active actiohs which should be taken 1n the
future. Chandler views strategy through the process of
strategy implementation, diScerned through the advantage of
hinds1ght ‘ ”“ ‘11 ‘.. y; \ ' : i ' ’ .

uth52 One of the originators ‘0f the Harvard

N 1
- B

Paradigm; feels that:while-this model explains what

strategists do, it‘still laoks'a“deeper insight into why

different organizations do things so differently : "f.;~the

preSent theory of cerporate strategy needs to be‘

transformed into a soc1al system theory“ because "strategic
’ 53
-thinking is tied to the sacial system of the organization."

Guth is assuming the firms studied are American, and can

’ thus-assume the u. S managerial and soc1al systems that

i

x'help create the social environment of a speCific

organization. When one studies a Canadian firm, a stndy'of
the general national bus1ness system must he included in-

order to understand the firm's ‘social system, and to. reach

© some understanding of its affect on its strategy. -

Mintzberg's definition of strategy as "patterns.in.

" a stream of actions” ' . He 'sees strategy as a process of

strategic learning, rather.than a precise and earéfuliy<u'

. 55
controlled planning .pro¢ess. Mintzberg's method of

.
‘ LT . ©
i .. - _ . . } : )
“~ ‘ . . R
. .
, .
- o i . .
- . .
. . . . . .
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tracking strategy emphasizes the interplay between the
outside environment,vmanagement and the internal.

environment.

Exhibit 1-4 Mintzberg and Waters : Tracking Strateqy

—. = >

Intended Deliberate - - Réalized

Sfrategy Straﬁegy _' Strategy
Unrealized Emergent

‘Strategy ~ Strategy

Thus to Mintzberg and Waters: "strategies become
consistencies in the behavior of organizations, which
renders tbé cgncept'operatioﬁal for the reSeaféher. The
study of stra;egy making become; the search for
~consistencies in decision making behavio}( the
investigation of their appearance and disappéarqnce, ané
the anal&sis‘of the relationship between intenéed’and_
reaiized stra£egie§.";56Mint2berg has foupé a metﬁoaology
(tracking strategy) to group éctivities.thatlreflect the

.fi;m's strategy. What the methoéology does not recognize is
that the actions may flow from a set_of preconcept;ons
which do not leave tangible acts to mark their exisfehcg.
Mintzberg's methodology'r;cognizes acts, and ddes not séek
a pattern beyond thése acts.

Now this is usually not what a business executive

means when he talks about strategy. He is not thinking



-

about the company's history, although his perception of

what ‘that is_may well influence him. He is thinking of the

v

overall game plan which influences his current actions, and

_ his behavior, to direct the company's future. To the
- practitioner, strategy is a pro-active set of plans on how

‘to, proceed with future events.

Mintzberg has developed a well-defined methodology

¥

for orgahizing data. This research does not agree with the

Mintzbergian definition of structure as another

maniféstation of strategy, but rather that structure is a

tactic, the result of a strategic decision.

- . 4 - . o

U What Mintzberg has defined is a methodology to
determine, post hoc, what the strategy was. His steps of
tracking strategy is a methodology which will be followed
in this researéh. These steps are:

Step l: Collection of basic data to develop chronologies
of decigioﬁs, actions and related -environmental
eyéﬁts. ' ¢

Step 2: Inference of patterns and periods, and the
la%elling of specific strategies.

Step 3: Intensive investigation of each period and the

| linking transi£ion periods.

Step 4: Théory building. >7

’ . Srg
In their Steinberg study,-Mintzberg and Waters
found fifteen straiegies} e.g. QUebec.Fo6d Outiéts,

Modernlzatlon, Departm?nt Store Outlets, Pharmacy Outlets,

Real. Estate, Finance, Organlzatlonal Structure, etc. .

b

,,.'

40
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These are not "stratégles" in the Chandlerian

v

sense. To Chandler, structure is a manifestation of

strategy, not a strategy in 1tself The methodology used in
this research is derived from Chandler, and relies upon the
concept‘of strategy as the basis for plans, operating “
policles and procedures, and corporate strategic decision
making. Although a historical review and examination are
subject: to limitations preseng in synoptic models, the need
to eﬁamine causality, motivation, and origination outweighs
these limitatiohs. The strategy is a result derlved and, -
determlned from an appraisal, examlnatlon, and evaluatlon
of strategic decision maklng. Rather than 51mply 1dent1fy a
pattern in a stream of decisions (Mlntzberg, Quinn), the‘
author; following Chahdler, has sought<to identify '
causallty, and the basis for strateglc dec151ons “This has
often meant draw1ng 1nferences from recorded decisions,

.

compariang documents for con51stency and comparablllty, and -’

b

testlng conclu51ons agalnst personal values and managerlal
culturek The‘Mlntzberg concept of strategy is Vlewed in the
Chandierlan sense as a-serieg of pollcles or speclflc A
strateglc decxslons.' ;' o E fh f ' .,a

- The relatldnshlps hetween strategy and structure
developed by Chandler were also examlned by using the:
Caves-Porter model developed fronm industrial organlzat&on

theoryr The Caves-Porter model examlnes non-market factors

(R

in addltlon.to market ' related variables, in 1nfluenc1ng

)

organizational development. e ,I”‘

#
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;.Thé Caves~Porter tevised teréi?n of the;IndustriaI
Oréanization Paradigm proposes the following relationship
between structure, conduct-and petfo;mance:
éxhip&t 1-5
Cavesjéerter Industrial Orgaﬁizatidn Modei B
'fndﬁstry —p Conductx;jjj———? Perfotmahce
) _Structure . © 7 (Strategy) . ,/‘

, . . 7/ /
, . | 4 ’ R
. ~ P
. : ~ P4
s_-—-’

That is: ".:f that there are some fundamental structural

parameters Of an 1ndustry dlctated by, the basic produét

characterlstiés and technology, but that within these:
N parameters 1ndustry evolution can take many paths,
‘dependlng on such factors as the luck of the draw in terms

‘of the 1dent1ty of 1ndustry rivals and’'uncertain events, as

well as" strateglc choxces firm's actually make that follow

thelr unlque obJectlve functlons."SB This model concludes

'that the c0rrect strateglc ch01ce should 1mprove a firm's

performance, and\that the organizational st:ucture must be

tcongruent_w1th thisfstfategy.

»

This research suppofts the contention of Gram .and
Crawford that Canadiah‘firmé are subject to a greater
1nfluence from gmvernment on their strategic plans than

59 :
U.S. flndings suggest. Gram and_Crawford refuted: the

' generally accépted assumption that the firm!should make

s

adaptlve dec1s1ons to non-market areas, and pro-agtive or

strateglc decisions in market areas; Illustratlng their

+

]
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thesxs with examples from Sun Llfe Insurance Co. and the
Quebec pulp and paper industry, they propose that:

"Non-market relatlons can be managed. and strateglc

: §
decisions can be made about non~market demands by
environmentalists, consumer, racial, communlty, and similar

Agroups and regulatory agenc1es in the same way, and w1th .

-

the same processes that the firm uses te conduct its"

60
relatlonshlps with market organlzatlons and flrms

It is not surprlSlng that thls proposal is derlved

from Canadian examples. Dominion Textile. also deals with.a-

. multitude of nen-market problems: federal tariff

legislation, provincial language laws, water pollution

. . - -
- t .

regulations, and internationally with GATT..regulations,. -

currency transfer restrictions, and a wide variety of
f . * \ : AA
national governments. Indeed, Dominion Textile's largest

"shareholder, the Caisse de Depot, is the Quebec government

pension fund investment agency. The Caisse is now Seeking
direct involvement in the management of severallof’the
Canadian companles in whlch 1t has 1arge 1nvestments, ‘ .
including Dominion Textile. As the the51s w1ll document,
Domtex has taken pre emptlve steps to deal wlth many of

these forces, in the belief .,that to adapt to t hem would o

“

result in a decline in their commercial actiyitj.

Governmént actions have, from the nineteenth“‘ T

century on, helped to determlne the structure of the

o - -

1ndustry w1th their tarlff pollc1es. The federal government 3;”

‘ . . v

51nce the Second World War, has closely monltored the L

v
LI Lo



performance of the textile 1ndustry, and.taiiored its ..

tariff p011c1es in reactlon to that performance

The méthodology used in the research 1s outllned ln'

Exhlblt 1 6, and 1llustrates the strategac varlables whlch

- '

were examined. The’ Harvard Paradagm became a- useful vehlqle

" to examine strateglc varlables ex. post factov and to’

structure the 1nvest1gat10n. Follow1ng thlS model, the \

strategy of the organlzatlon ‘'wds developed from R
N
management's perceptlon of the total env1ronment 1nclud1ng

governmental, COmpetltlveh,and.soclal‘factors, These yere. )

examined\hy historical methodological teéhniques; including
appraisal'of documents, secondary sources,'and»
characteristics of historigal periods. Manageriald,

-~

perceptlons of the env1ronment are based upon culture,“

‘ values, prior. eXperlences, and Judgements. The extens1ve

-

minutes of meet;ngs, the oral hlstory of the organlzatlon,

and interviews with_11v1ng.former pre51dents became a basis

-’ ;g 3 » ) -5 s . » - ' by )
for identifying managers' perceptions of competitive and
environmental conditions R -

. -
i - . , . [}

*+« The strategy of the flrm is expressed in- goars ,
' sta&ements of.purpose, and in organlzatlonal structures and

processes. These 1ncluded the relatlonshlps and structure

"

of the organlzatlon,‘manufacturlng policies and‘technology,

the’ organ;zablon and management of sales, and the memhod

<:fand type of ff;anc1al pollcyr The lack of cons1stency and
balance among these varlables, as eXpressed by low
‘performan‘ce, provided. ‘the ‘impetus noted ‘by ‘Chandl.ér t‘o'."

. LT
v, N '

R Y

3

v

-
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dqrrect:either strategy, or structure, or both: The perfdrmance

of the-organizatibn became a means and way ta test and evaluate
the effSCtzveness of the strategy structure relatlonshlps

Exhlblt 1 - 5 A Methodologlcal Model of Strategy Deve10pment

Environment —-)‘ Perceptlons - Stra tegy —p Structure 4 Performance

' the data 1nto a: pattern.

Manageria

Respgnses (Conduct) -
%ncidents - ; v
Iﬁduétry’f Rééponses Goals éver;all | present
knd;yéiﬁ' | —adaﬁtive Structure | vs
faétors) 'ﬁh;}eaétive” ‘ . past
aﬁpértuﬁities 1 : Mahagérial'ManufactT .
& thrétts o Pergzﬁtlons , Culture ‘ ”Uriné & .;
) ‘ ‘Lpgliéfs : ‘t‘eé:]jxnc‘)tlogy'v=
; Societal-" N . ivalueé '”;preéébt 7
s&cietél,' ‘ %qﬁlturai.' Apertgp;i‘ ; ‘-vsu
gévernﬁent & |-moral '’ .tibns | expéqtéd
politlcal .;managerial- , .‘ |
VCompetltor ,- cidé@ﬁents Prodqctionf g
‘Analys1s iyﬁagoEQ . ,§aies'&
—forexgn —cétast:ophic . Fitance
j-éomestmc - ’ '
Hlstorxcal ‘interyié?s Historical & - financia{
”Methodoldgy o &'Obsérvétions Int rvieﬁs Analysxs
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and goals. These were examlned by 1nterv1ews, documents,.

part1c1pant observatlon, and oral hlstory.'The‘term

manageriai culture means that system of beliefs. and.values..

which guide behavior, and which provides a framework-of’
N Co L * ST .-
".common reference. among executives of a particular firm. - : . ' -

-~

B - ', '.1.4 INFORMATION SQURCES
Qualitative Information datherinq Techniques
* l‘l

Morgan and- Smlrc1ch61'have urged social sc1entlsts

. to enter a system and study 1t from Wlthlnu The technlques

-,
P - [ N

used should be selected accordlng to thelr approprlatenessv

7

to, what is belng studLed. "For if one recognlzes that the .-

soc1a1 world ‘constitutes some form: of open—ended process,

any method that closes the subJect of study within the = - ] ""y

~ -

COnfines of~a labOratoryi or merely contents 1tself'w1th '
the productlon of narrow empirical snapshots of isolatedgq -

phenomena at flxed p01nts in tlme, does not do complete

justice to the nature of the sub ject. The very nature of
. the phenomena- under investi ation challenges the utility of
\ .
such methodologlcal closure.‘ 1stor1cal change, contextual o -

|
fields of 1nformatlon and processes through whlch human

. belngs‘engage in symbollc modes of discourse create therr
.lr

reallty,'and project themselves from the transcendental to S
' more prosaic realms of experience, can be'daptured and

,measured only through means~qf static techniques and only
.’dn the most partial and limited of ways. Different ‘ .
approaches ahd methods‘are required for studying these

<
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L\ R

v

phenomena and more often than not they focus on qualitative

-

rather than"quahtitative features of the subject they

stuc_ly."62 ot :

’
’y !
i

Cross thecking for internal*consistency, or .-

rellablllty, is termed tr1angulat10n463 U81ng multlple :;' ) ,
methods to study the same phenomenon 1mprdVes the 1.“

reliability of concluslons, offerang convergent valldatlon i

+

by examlnlng dlfferent sources<of data’ about the same - -

:

problem. Jink explalns how trlangulatlon can also offer _' L

greater confidence in the valldity of the flndingSu’"It can

also ‘capture a/more'complete, holistic, and’cohtextua14
portrayal of the unit(s) under study. ‘That.is, beyond the

-

~analysis of overlapping variance) the use of multiple.:
:measures.may also uncover some unique variance which .
‘otherwise‘may have been negiected b& sihglevmethods."

qinks points out the problem of feplication in the. o cet

triangulation méthod. While replication of-fesearch is o o

uncommon in management research, 1t is a basic premlse of

v L, . . : N

‘scientific research. "Repllcgtlng a. mlxed—methods package,

including 1deosyncrat1c techniques is a nearly 1mp0551ble

Co 65 C
task and not likely to become a popular exerc1se " The

scope of this research helps overcome this ﬁroblem df

réplicability. The data 1n this llO year study divided )

A - " \ S e
itself into five dlStlnCt periods of the company' s ’ -
:development. In effect, the research questlons ate examlned‘:f
‘five tihes ~ in each of the dlstlct perlods. Thus the - . ‘ ‘

'exceptlonal,scope of the data, whlch concentrates on a

specific enterprlse, adds valld;ty to the flndings. _.n'“ o

M
vy . R s

. . . L " Y N
' . e, . - :
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. The specific methods used to gather iriformation for’

this research include: - T SR

e

[1 ] Archlval Research ‘ : . ' - '“' v

‘For the early perlod, ‘the material to pe studied’

‘.

.mQSt have been saxgg 1n the flrst place. Fortunately,“ ' ,

D0m1nlon Textlle has preserved many of 1ts early records

‘901ng back to 1873, partlcularly the Shareholders'

;.Dlrectprs . and Executlve Committee Mlnute Books. In the

' early period, ‘archival and historical sources must be
relied upon exclusively. This.method is tvice subject to

bias, flrst by the orlglnal recorder of the data, and

secondly by the selectlon made by the researcher as to what

1

is. retalned for data analysis, and what is dlscarded The‘
’process is time consumlng In thls case it took Ehe S
researcher a year to read and take notes on: Dominlon ‘“‘N

Textile"'s archlves. ‘ ' ";" .. =1‘.;:i -

[2 ] Hlstorlcal Research . o ',f‘ = ) _‘1' o

In’ addltlon to company s0urces, additional’

1nformatlon is- avallable in contemporary artlcles ln :

s A : " ~

newspapers, perlodlcals) and trade Jqurnals, partlcularly

The Canadian Textlle Journal,,~once‘a weekly,\whose

archlves go back to 1883, Government documents drov1de some

comparatlve data on the 1ndustry w1de perspectlve. Thls

_research seeks the Settlng 1n whlch dechLons were made'~l o

y -

: economlc condltlons, goVernment pOllCléS and legls1atlon,‘
consumer trends, and world bus1ness cycles, Historlcai

research comblned Wlth the company archives helps develQp

an analysis of recurring themes. Based on these themes,
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_'hypothesis'will be formulatedl
; ! . -~
[3 ] Interv1ews _ oL \ ' o

[ ©

.Senior’ executlve and retlred personnel have heen

mosb wllllng to give 1nterv1ewsr.and\have been generous 1n.
the time given to‘duestions. A préblem with the one hundred °

and ten year scope of this study is.thatsit.extends\heiohd

v . .

.'human'memory..The reconstruction of évents,is best'done

< . . o

'when the researcher has ample documentatlon and access y f

. - - ~

through 1nterv1ews to the recollectlons of those events by

- ‘e
'
»

key part1c1pants

o At best, 1nter91ews should bé- an 1terat1ve process.

. ‘In 1n1t1al 1nterv1ews the problems of "what" happened tend

to domlnate. Once the data—ls assembled 1nto a chronology

\

of*eVents»the question of "why" can be scrutlnlzed The

bl 4

nterv1ewees were glven a report of the 1nterv1ewer s.Y‘.

v PR N -

'

conclu51ons so that the 1nterpretat10n made by the

1ntev1ewe§ reflected what was truly ‘meant. The manUSCrrpt'

.of this research'was made avallab}e to sevéral of the key‘

participants to comment on thefway'their ideasiwere

presented. The 1nd1v1duals responded in various. degrees,

E.F. Krng; a former Pres1dent,.was 1ntervleWed several

f . - et

times over three years. Hls reSponse to the flrst draft of

the research was over 100 pageS'of comments: The 1teratlons

‘

produced addltlonal 1nformatldn whlch was 1ncorporated into.

‘later drafts.

. h .
\ c P

~

Maklng the manuscrlpt avallable to the partlclpants

_aiso brlngs to: llght confllctlng reports of what happened

.and why. Oral hlstory 1s not the same as actual hlstorlcal

,or - 3
. v

Y
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events that can be checked through documents, are,

- 50

3 \ ‘ N - . -
>

documents Cross valldatlon of several oral hlstorles were

' used and compared to documents in Order to secure

reliability.. In the'end however, after several versions of

an‘event have been reported, it is the researcher wno must
’, .o g
choose the inflection to put on an event.

Interviews,allow the deVelopment of empathy and
understandlng with the members of the company. The
researcher develops a better understandlng of what is 901no,
on, so as to determine the issues of concern to the_
manegers. This method is subject to the bias of \
self—reporting by the interviewee and\bf the interviewer.-ﬂ
It is expensive to the_ company, and,requires,consideratle:f
time in preparation, transcription,“and interpretation;: _—

Interviews must canvas a erossfseqtion of coméen&
functions. There is a wide range.of‘reSponses to'identiéal:f
questions,'that reflect the formal position énd'the
1nd1v1dua1 perceptions of the 1nterv1€Wees. N

But the information gained through 1nterv1ews must

. ' \
always be treated as the perceptipn of eVents as seen.by

_thet individual. Two features of this perception stand out.

One simply 1s that the interviewee frequently has 1ost the

.:sense‘of'chronology of events. Even the dates of 1mportant

\

remembered only vaguely To the . part1c1pant; it is thef.

event that 1s remembered, not when it happened.‘The other

nptlceable feature 1s that 1nterV1ewees forget, or;relegate,

to unlmportanCe, thlngs that the GOCuments show ‘were of

conslderable 1mportance at the tlme, before ‘the " outcome wés':‘



Vsize of flve, Yet his . 1n51ghts have been cited ‘as havmng

known UhSUCCQSSful moves are not as. ea81ly recalled as

,successful\ones; Even ‘when these- ventures are brought up- by

the interviewer( they are usually dismissed as mlnor and
inevitable mistakes, oriaS'half;hearted attempts that

people."knew“ werelnot mainstream events. Even mistakes are

usually recalled in a pOSltlve light. Looklng back, top

managers are now glad they had the freedom of action that

allowed them to make successful as well as. unsuccessful

i -

moves. The mlstakes are, recalled as useful learnlng

experlences.

[4 1. Part1C1pant Observatlon

66 . .
'Mlntzberg s - study of managerlal work had a sample .

wlde appllcatlon. Unstructured observatlon ‘of the
‘ »

'part1c1pants in the social. context in whlch act1v1t1es

occur can . gLve the reSearcher ‘a. better understandang of the -

vl ¥
»

organlzatlon. In'thls.case, Domlnlon Textlle made offlce ;
space on the exeéutlve floor avallable for two,  four month

perlodS'over two years, ‘SO that confldentlal tompany |

‘

\'-records could be eXamlned This close nlne~to—f1ve contact,

.*'

":whlch also 1ncluded company‘SOC1al events, gave the

‘researcher an 1ns1de ldcek at the functlonlng of head offlce

that cOmplimented the formal 1nterv1ews with offlcers, -and

examlnatlon of documents\ R ol D

3 1 B »

.How are causes. 1nferredd‘The research will use

critlcal events. The cause—effect relatlonshlps are-

«t A

~"dlstnwd in tables at the beglnnlng of each chapter..'hese

. tables record cr1t1ca1 events, hOW the managers 1nterpreted
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.énd result can only be judgemental..\'

=

them, and the actlons they took to deal with the percelved

probiems .

Whenever possible, all these technigues were used
in order to cross-validate the material. The point is that
reéearch requires a careful study of as many contemporary

documents ‘and interviews to "trlangulate" in on the

_reCOnstructlon of events. 'I‘he -more 1nformat10n that 1is

used, the better will be:;.g:he resulting crlthue. But no

‘matter howv much information is collected and sifted, the

\

g

1.5.

v

RESEARCH CONCLUSIONS AND DCMIN;[ON:TEXTILE

.
'
w

Dominion Textile, throughout its history, ‘has

\

52

remained in one business - textiles. Textiles include many -

different Standard Industry Codes, a -few of which (four .

- . . . v

=]

dlglt) are:
- narrow fabrlc mllls

—..knit outerwear mllls

R Y

- flnlshlng plants - cotton . ‘ -

- ‘tufted carpets and rugs

- yarn ml],lS - eXCept wool

- throwmg and wmd:.ng; mills
- -leee goods | N
- eordage an'd tvine
"= men and boys suits and c'oate
" .- men and boys dress é_uits and night wear

-

- men and boys neckwear

Y
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- men and boys separate trousers

- women and misses blouses and waists

- women and misses dresses

- &omen and misses suits and coats

- children's dgesses and blouses‘

- children's coats and suigs

-~ robes and dreséing gowns

- apparel belts

~ curtadn and draperies :

- canvas and related products

Dominion Textile has remained a manufacturer of

textiles for at least 14 different 4 digit SIC industries.
Its devélopment”and growth ﬁas partly been\influenced by
the chanéing industry structure of those. which it supplies..

Dominion Textile is an intermediary  manufacturer between

the raw material supplier and the manufacturer. This

position has  dominated ‘the development of Domtex throughout

its history. ) ‘ ) . ;

The major thesis of Chandler £h§p an organization
moveg alonq a development growth path sokthat strategy
detgrminés structure tends to be supported in the case of
Dominion -Textile. Chandler propo;ed that avcorporaéion
moved from a single unit to a multi-product structure, andl
from a single product to product diversification. Dominion
Textile in its ﬁistory has moved into different industry
groups, althoggh remaining in textiles.

The period from 1873 - 1904, when Dominion Textile

was formed, was characterized by separate individual
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54
_companies, wﬁo éongrolled and limited markets by collusive
and co-operative agreemenﬁé. Domiﬁion Textile is a result
of the merger of many of these companies, and after its
formaéion ﬁbved through five stages which conform to those
-proposed by Chandler. K o
Stage .1: Formation and Development of Dominion
Textile, 1905‘4"1919. Development of a corporate entity and
structure. Control of volume of output and structural
rationa%igation. Many production units formed by merger
into Dominion Téxtile.
Stage 2: Development of Stg;cture and Purpose, 1920
- 1939, Rationalization of production behird tariff wall.
Limited development of marketing. Close to monopoly
position.
Stage 3: Stagnation and Decline, 1939 - 1?53. Loss
‘of protected markets. War deterioration. Foreign
compgtition. Loss of market share and profits. General

o

‘decline.

Q

Stage 4: The Development of a Growth Path, 1953 -

. 1975." Move from production to marketing orientation. Effort

o 1

to respond pro-actively to competition. Rise oflmodern
management. . | .

Stage 5: The Multinational Stage, 1975 - 1983. The
development of a competitive strategy and fofmation of an
appropriate multinational étructdre. Rise of modern |
managers. New managerial culture. )

These .stages in the hiétory, strategy, and
development of Déﬁinion Textile geénerally conform to the

‘

- et

RNV T Y7
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HYPOTHESIS 1.

55
hypothesee and thesis proposed by Alfred Chandler.
Some significant differences were noted with
reference to the supporting sub-hypotheses proposed by
Chgndier. These are examined and reported upOn.below:

©
"That modern multiunit business enterprise

replaced small traditional enterprise when administrative

coordination permitted greater productivity, lower costs,

ahd higher profits than coordination by matket mechanisms."67

L4 ' A - .

~ Ve
'

Canada had‘nO«smallescaLe} traditional, cotton

proce581ng 1ndustry. The textile xndustry was begun in

Canada by merchants, notabl§1}n ary goods, and by banners
and flnancders who, had no experlence 1n manufacturlng
textiles. These men were seeklng to.C1rcumvent Brltlsh
cqntrol Qf the cptton trade ln Canada by settlng up
domestlc manufacturlng facilities. This was not a Case of !
the adm1n1stratiwe co-ordlnatlon of exlstlng processes. The
personnel and machlnery vere imported from Britain. The

[} N
Ganadlan founders of the early mills were seeklng some>
control over- manufacturing, until then controlled by the
colonlaL mother country

The‘early structd&es and manufacturlng components

of Domtex we;é\:reated as a total manufacturlng component.

The company wvas shlexded from market 1nf1uences by Jobbers

1] T

who purchased products twlce a year, and proceeded to

market what ‘vas avaalable. Domtex was a manufacturing unit

until the 1950s. Its role was predomlnately to purchase,rawiﬁ

[

materials (mainly cotton), produce .to orders received from’

‘. ' ' ' o . ) I
! v L

.
[ N N v



jobbers, and attaih'maﬁufacturing ahd(production
efficiencies.”

This role and positiod was\supported by the
socio—political.environment,.the tariff wall, and,clear and
known competition - mainly British; This role did not | -
require an e&tensive mahagerial hlerarchy,isince the
emphasis was upon the co-ordination of‘production uhits;_
effectively managed as indivldual manufactUring
enterprises. Marketing and response to consumer preferences'
was absorbeq by the jobhers'and specialized manufacturers
who purchased~products from.Domihion Textile.

| The modern multi-unit business enterprise\
represented by Dominion Textrle dld not come 1nto ex1stence’
.

until Domlnlon Textlle s management, chose to adapt 1tse1fn

-

to changing condltions. ThlS change took place és the ‘role
é , . 3 4
of the jobber and middleman changed. Consumer ch01ce could

1 3

be~exerc1sed by the'avallablllty of alternative'sources of
supply -lmalnly from the U.S.A. ahdvDomihion fe&tile put in
place a managerlal culture wvhich emphasized pro- _active '
responses and growth, rather than manufacturing expertisef

' The modern multi- Unlt business enterprise as a
result, in the case of Domlnlon Textlle, reeulted from
three major factors: (a) the rise of consumer ggeference
and.choice which replaced‘s1mple avallabllrty, and the
means to exercxse this ch01ce through the ex1stehce of

other competltors and suppllers in the market, mainly U. S.

campanies. (b) A changxng dlstrlbutlon system through. which

johbers were replaced by retallers, spec1alized industries,

s LN



.and a broader market The rlse of alcernaﬁlve 1ndustr1es
u51ng textlles broadened the market demand. Between 1973
and’ 19Q5 phe’companles'precedlng Dominjion Textile could
prcduce a limited.ﬁroducf range. - bleached, grey and
:sheeting‘materfals. (c) A change in‘managgrial culture
which m0ved away from reactlon to pre determlned orders, ro

a recognltlon that marketlng is an 1ndlspen51ble part of ’

~

-

corporate,acrlvlty.

'fneee rnree‘basic changes tqoﬁ ever fifty yearsftp
be" effected The change, in Dominion Textile's casé, was
© not as dlrect (Small enterprise to modern corporatlon) as
the hypothe51s would imply. Other factors, lncludlng

>

management culture, needed time to develop.

J

'HYPOTHESI?’Z. "That the advantages of 1nternallzlng the R

act1v1tles of many bus1ness unlts within a s1ngle

'enterg;lge could not be reallzeg until a managerial -

hlerarchy had been created" 68

In Canada, or more preclseiy Montreal, where most,
of the founders of Canadlan,textlge mllls were‘located,
formai‘manageriai hierarchies were not as important as in
‘the U.S. Here; eeparate cbnpanies, perrorming the different::
2 functlons of productlon and marketlng could combzne o
1nformally, often by. a perSonal agreement between
individuals, Eecause of the small number or menacombosing‘
the business communlty, the small size of many of the
‘productlon facilities, and the small market,'a typlcal
Abus{nessman woﬁldfbe a director in-several companies in tne

cotton industry. No one busifiess’ required their. complete

3
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attention.’ IﬁJthisdclosc‘ecvironmcntf a "gentleman's
aéreement“ ;és'as good as a legal document.. This lessened
the degree of compatltlveness, and allowed partnershlps
functlonlng w1th other partnershlps Companles remalned
autanmous un;ts and yet had more blnding ties than U.S.
textile: firms. The system of informal alliances was not )
legally enfqrceable'and_coiiapséd curing down-swihgs in the -
ecqnomy: To overcome the problem of "shadicg“ prices by’

' Haf@Qpresséd cartel hembers{ Dominion TextiYte-was formed as
_Za‘holding companyf As in the U.SL,'the activities‘of the
nlnd1v1dua1 mllls requlred the evolutlon from the holding

form to a funct10na1 structure to be eff1c1ent.

‘ In Canada, the alternatlve to a nuclear

;organlzatlon supported by a hlerarchlcal structure, is a’
frame of reference and culture whlch supported a- company in
its dOmaln and kept out other‘competltors. The existence of’

69

a corporate elite,~noted.by—Clement and.pOpularized'by'

fNé%man70 - The Eétapliéhment, limited ‘the need to‘create
'hiétarchical étructureé; Thé predominant bﬁsincss énd
Mdpt;eab.cglturé, in fact[ hihde?ed~cnd rétardec the "
f dévelopﬁent of hierarchical étructurc.

‘Dominion‘TExtiie moved to a hierarchicallstructufe
reluctantly, becéuse‘of tbiS'culture. In,fact; it took a
-perscn whc'wgs not part of the head office cultpre to
recbgnize tﬁc need for intcrnal competcnce'to :epiacc
éxtqrnallsupport.

HYPOTHESIS 3. “That modern business enterprise appeared
-fbt the first time in history when the volume of economic
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’

activities reached a level that made administrative

coordination more._efficient and more profitable than market
n 71 ’ ' N

’

coordination.

‘Chandler attributed the cause of this increased,
vvoiume,in activity to new technology and expanding markets.
Chaholer-is concerned with high through-put industries such
ovas'oiI and steel, and mot with labor intensive industries

72

$uch as. textiles. In ‘Canada, the early main impetus

behind'tﬁe formation of the cotton textile manufacturing

‘companies was federal government policy. The majority of

Canddian'texfile mills were built in reponse to the
' protected market oreatea Ey‘the Macdonald government's'1878
National Policy. Later, several mills were built to produce
. grey cloth for the Ch;na trade - a connection only made
-possible‘when‘the government built the Canadian Pacific
. - T |

Railway to the west coast. It must be added that the
'Montreal business community had strong representation in
the federal'goternment. The Boards of Directors of these
_companles 1nvar1ably had one or more Senators Jf Members of
Parllament on the Board

In the case of Dominion Textile, the modern
business unit did not appear until the orgaAﬁzation decided
toereSpond and pro-act with the market. The modern business

structure of Domtex reflects the nature and type of

L response whlch the company elected to take to its market

. areas. Dominion Textile adopted its modern structure as it
was abandoned by the federal |\government, betrayed by its

intermediaries, and no longer|protected by the old boy

)}
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culturai netﬁopk.

‘HYPOTHESIS, 4. " That once a managerial hierarchy had been

formed and had SQCCessfully carried out its function of
. 3 - .

administrative coordination, the hierarchy itself became a

source of permanence, power, and continued: growth".73

This hypothesié appears to be partially
' substantiated. The founders of tﬁe early mills that
‘pyeceeded the 1905 merger were also involved in
partnershlps in other enterprlses, that dlssolved w1th a
.partner s death. The managerial hlerarchy of Domlnlon
.Textlle took on a permanence beyond that of any 1nd1v1dua1.
In the 1930s, when.the company operated at a loss for seven
years, it continued to produce goodé,'even a;'bFlow cost,
s0 Qorkerg and the towns thé mills were located, woéuld have
at least some indome. Again, in the early 1956s, the:;
" company had Operétiﬁg losses fprwfive years. Individual
differences had to be éettled so the érganizétion coula
continué.\This tendency for self—preservation'has also had .
its negatﬂre side iﬁ éhe form of internal pressures to
maintain the status quo. In order to adapt tq}a'changing
environment there have been periods ihnthe firm's history
when powerful individuals within the oréanizatiQn'have

battled this tendency toward stasis in order to reshape the

Cfirm.

-
.

"Until the- 19505, the form this perménéﬁce ;ssumed
résembled Hannah's description of Brltlsh flrms more than
Chandler's U‘. examples. Faml.l-y‘remained a ppyerf;{l, force.
Despite'iﬁs being ‘a widély-held compaﬁy,.petwggﬁ ;907 and



‘organizations as a force which éssuresﬂpérmanence, is not

'functions.

vﬁYPOTHESIS 5. "Thét the careers of salaried Managérs ﬁho_

61
1965, Domtex had only‘four,Presidenﬁs, the latter two béing’

the. sons of the first two men. A sense &f family still -

[ . v - . Tt
. T

pervades top management, botbtbecause of ‘the successive
generations who have worked for the comoany, aﬁd'because“
mahaéers have been brought’ along from early in their

careers as son-like protegees: -

-

Chandler's focus on-the bureaucratic-strubture of -

a~

Pt

substantiated in the case of bomihion Textile. As a Lt
company,, Dominion Textile zsitled together by personal

1oyalty and aSSoc1atlon, famlllal relatlonshlps,'and a

’

company culture' These relatlonshlps are: further Supported

by the env1ronment (cﬁIf—Yai—mIi:eu)-1n—vh&eh the company
The modern corporation (Dominion Textile . :~ -

~

‘post-I950)3 only emerged‘as the culture aﬁd values

_permitted the emergence of .a managerlal hlerarchy In,

Dominjion Textlle this took untll after 1950 before p
managerial hierarchy could 1n'fact emerge. PrlorAto 1950, '~

the -hierarchy consisted of an al;ocation'pf function,:qnd.

\
B

mutual resgonsibility. ' C ‘ ‘

\

directed these hlgrarchles bgcame increasingly technical

.
N -~

and professional.™ 74 o ‘ : l. L

. What is different in the Caﬁadién.case is the

extent of. the borrowlngs from other countrles of the
standards of‘managerlal conduct In the early years.‘a

considerable number .of péréohnel;‘partrcularly technaciaps,

B
' [ . \
a - .
. . \ 0
v -



’when recrultlng new managers. Domtex 1tself has generally

. ”had to gxoOm 1ts own managers. There is not a pool of

“lndustry. and the company cannot always attract American

62

were. recruited. from Lancastershire. Thfs'continued into the

. . N & v
1950s.. After both wars;, in response to a percelved need for -
reJuvenatlon, Domtex brought in "sduthern troops" from the

U.S:. But in terms of managers, the company has always had

"to look into, 1tself to flnd,candldates. Domtex has been the

company to whlch other Canadlan textlle firms have looked

talent in Canada 51m11ar to that 1n the U.S. textile"

managers. Thls*has meant that strateglc and-structural‘

changes must proceed slowly. Before the company can make .o

changes,’ 1t‘must give its managers experience in their

'expanded roles..” - SR " .

. In the last five years, as an internatiénal o '_‘,l o
company, thlS pollcy has not changed Canadlan—born and
trained managers have been sent to admlnlster operatlons 1n'
Europe and the Far‘Eastr That is, the company. is now
sucéessfully exporting”its4managerial exoertise. This

situation is not expected to .continue. As operations become

_increpsingly decentralized, the company‘expects this use of

.expatriates to decline, as it brings nationals of the.

countrles they operate in 1nto the organlzatlon. Thls has
already happened in\its R;S. operations. The Canadian

managers aré welcomed in foreignicountries because of the

'

North American business expertise they bring to overseas

operations.

The salaried managers who direeted~Dominion Textile .

v | N N
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ln 1ts early years were technlcal and professlonal, but .

’ thexr career development tended to be pers0nally and

i culturally determlned. They were promoted to senior
‘managerlal pos1t10ns based upon thelr part1C1pat10n and

'sharlng the predomlnant 1nternal and external culture.~_'

HYPOTHESIS 6 "That as the multlnatlonal buslness

'enterg 1se qrew 1n 51ze and dlver51ty and as’ 1ts manaqers

became motre profes's.lonalJ the manaqement of the enterprlse

became separate from 1ts ownershlp" 75 ". ".

~

- Chandler deflnes "flnanc1al capltallsm" 1n the u. S.

as berng charact rlzed by hav1ng ownershlp and management

v

separate. Flnanc1al 1nst1tutlons who supplled funds, placed

members on the Board of Dlrectors to act’ as a. check In

v S

Canada, w1th the smaller scale of bu51ness act1v1ty, and-.

the smaller numbEr of chaqtered banhs, these dlstlnctlons

are blurred. Domtex: was founded in 1905 by financiers and . !

bankers. Connections with the banks continued to be close.

5 Coel : .
Charles Gordon, President from 1908 to 1929, and again from -

1933 to 1939, was- after 1928, also President of the Bank of . :

Montreal. Sir Hurbert Holt, Vice-President from 1908 to

1941, was also President of;spe Royal Bank of Canada. .

As to the actualfownership of shares, no single ‘
person held any large block, 1nclud1ng Gordon and Holt.
From 1905 onward, the stock of Domtex was widely dlSpersed,
a factor the company considers_important, as it allowed the

professional managers greater freedom in decision-making..

‘Only recently 'is the composition of the ownerahlp of shares

changing. The largest single block is now held by the

4
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Calsse de Depot, the Quebec government pension fund agency.
The Calsse is also the largest shareholder 1n seVeral other
nataonal corporatlons - C.P.R., Alcan, Domtar and Prov1go.
In most of these cases—the Calsse has, requested seats on -
the boards of dlrectors. These_requests have untll‘now been

refused. Canada is witneSSing a new phenomena, that of a

'prov1nc1a1 government w1th social welTare goals, trying to -

‘become 1nvolved 1n the management of national and

1nternat10nal corporatlons with 1ong~stand1ng commerc1al
. . . ., v k’ ! - -
goaLs. ) o oL

- HYPOTHESIS 7. ‘"That _in mak1ng¥adm1nrstrat1ve de0151ons,"

career managers Ereferred Eollcies that favored the

3

vlonc—term stablllty and qrowth of thelr enterprlse to those

that maxzmlzed current Eroflts " ‘ ' ' Cl

In the nlneteenth century, the. textlle companles

whlch formed the antecedents of Domlnlon Textlle ran thelr

flrms with the goal of max1m1z1ng short term proflts._When
the protectlve tarlff was 1owered, and these mills faoed

1ncreased;ﬁore1gn,—as well as domestic competition, this

_policy resulted in the near bankruptcy of all mills, and

hence the willingness of their shareholderslto sell out to-

the Syndlcate 1n 1905.

. Slnce 1905, Domlnlon Textxle has been admlnr\te\\

\

by salarled managers. A dlstlnction however needs to be \\,

made between ‘the. "old guard“ prlor to the 19505,.and the f\\\

. modern profess1onal managers of the past thirty years. The

"old guard" was dlstlngulshed by its personal, rather’ tﬁnﬁ
\ -

N

corporate 1ntervent10n Into soc1al and bu51ness affalrs. \\‘

L .
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N
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- materials through the several processes of productlon of

ﬂ well as those lmpOSed,by market forces.

basic structure of;these gsectors and of the economw’as a

The "old guard" deflned 1ts business very narrowly. When

they d1d expand the bu51ness, it was as 1nd1v1duals. . - ‘,{‘—

‘Charles Gordon was President of Penman's a woolen fabric

operation, at the same time he was President of Dominion.

0y

3Texti1e. It was .not untilythe 1960s that Domtex‘management

reédefined their business in.less narrow terms and acquired

“the Penman's. operation.

From the 19608'onward, ‘the drlve for long- term
survival has been characterlzed by greater risk- taklng. In
the 1960s it .was the acquisition of small firm$ in new and

possibly 1ucratiVe‘abplications in textiles. In the 1970s,

. the international acquisitions reflected a drive for

growth, which was .a goalaof‘the top executives.

HYPOTHESIS 8. "That as- the large énterprises grew_and

dominated ma jor sectors of -the economy, they altered the

whole". L
Chandler fbund ﬁhat.in theHUJS‘}’managers took over‘
£rom the market “coordination.and integration bf the flow . -
of goods and serv1ces from the productlon of theé raw’ .

G v u e

the raw materials to the sale ‘to the ultlmate customeg *ZB
2

wi :
~ g !

Whlle similar events happened in Canada, Canadlan managers

havé always had to deal w1th non-market constraints, as

No matter how concentrated the industry* became, the
selling price of cotton textlles in Canada is basxcally

determlned-by the rate at which the government sets customs .
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'duties on rextile imports. As a result, Domtex, and its'
Canadian competitors have expendee much effort, throughout
"théir histories, in explaining and justif&ing their .,
operatrons to the federal government. The government in
‘tnrn, has initiated numerous commissions over the years to
_analyze the textile and clothing indnstry before making its;
recommendations. '
. . *'In the past thirty years the Canadian textile
1ndustry has had no more than 50% of the domestic market -

-

. é:figure determined by4government tariffs. In contrast,

H?rheir'u.é: counterparts,have 90% of the American market.
The.Cahadian textile industry is Iess able than the U.S.
companles ‘to e€ontrol their 1ndustry sector. In the U.S.,

wlth many flrms 1nvolved,-many of the textile firms

spec1allze_1n cer;aln market nlches. ‘As’ the leading
Canadién‘producer, Domtex for many years, felt obliged to

.

compete 1n almost all 11nes, .in order to hold its market

share

* )
One flnds almost no reference to domestlc

competltors 1n bomlnlon Textlle s - company records. When it

t

was formed 1n 1905, Domtex was the 1argest cotton textlle

- producer 1n Canada. Thelr main competltlon has always been

}n.

fore;gn, flrst.from Lancastershlre. then the U.S. South,
3 \\\ - . N ’ . .

~

N then'Japan and.Inaiaj and lately(from‘a large number of
- I‘_deveLQpéng’counhfiee{ When their,cbmpeﬁitqrE'were
| uninteresﬁed(;n;the‘Cenadian market, because of boom times
in théir'own;econemf, or because ef'the dislocetions caused
by wars, the'Canadian textile industry could sell as much ‘

A

A
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as it could produce. When their international competitors
had a surplus, and the entry of foreign goods was not

hindered by customs duties, the Canadian firms lost market

share, and sometimes sold at below production costs, just

ot

to stay in operation.

The Chandler hypotheses, which have formed the
basis of Rumelt, Scott, and others in terms of life cycle
theories, are inadequate to describe the development of
Dominion Textile into a modern organization. The Canadian
environment, is unique and different.

The Report of the Roval Commission on Corporate

Concentratlon has summarlzed the unlque aspects of the

Canadian econoMy: "The Canadian economy is made up of small
markets dispersed over a wide geographic area. Canada has a

relatively small domestic market and is one -of the few

countries in the world whose industries do not have access

to a large free trade area. Canada's small, diepersed ]

markets often prevent Canadian producers from reallzlng
economles of scale. ... Canadlan.domestlc producers 1n manf
areas cannot achieve the product1v1ty enJoyed by flrms 1n
more populous and geographlcally concentrated markets. ;.L
We are a- hlgh~Wage country, fac1ng 1ncrea51ng 1nternatlonal
competltlon both fr'om low- wage countrles and from~developed

co%§¥}1es whose 1ndustr1es can reallze economles of scale
M -

i productlon and ;n research -and deve;opment through
79 .

access to. large markets." i L ‘ . ‘

’

The specific.Canadian variables which have influenced

and affected strategy making inhthe3anaoian‘enVironment -
l“.' Lo ) l~ e ORI . o

- e :

>
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are as follows:

68

[A] Dominion Textile developed within a cultural milieu

which has a corporate rather than an entrepreneurial

, . 80
orientation. As noted by Harold Innes ,» Canada

‘
i

emphasized good order and tradition. The Canadian model is
the Northwest Mounted Police, the Hudson Bay Company, tire

Company of 100 Associates, rathér than the Texas Ranger.

Corporate development took place within a culture in which

busineés was dominated by a close linkage between
government and industry, rather than competition. An
organigation's domain was prohected'by culture, supported
by ihterlocking directorships, imutual support and

tradition. Government was viewed as a supporter of busines

'by‘meahs of grants (C.P.R.), ownership (C.NlR.), and

‘poligies such as the protective tariff.

[B] Dominion Textile only began "to develop as a modern

s

corporation after 1950, when it realized that it could not

r . »
expect continued government tariff protection, the

distribution network hadwdisappearéd, retailers became

‘ capac1t1es for surv1va1. ,ﬁ

responsive to markets, and consumers had alternative

begins when external supporting cultural and distribution

. d
arrangements are disturbed or changed, so that the

‘corporatiqn ngedSvto rely upon its managerial ability and

47

o

[C] Qe dxnamié comgonent to _make this change appears

+ o be ‘the’ manaqerial berspectlve, and a\chanqe in

'managemen; gulture. Chandler says llttle about the

choices. The modern~corporation, as noted by Chandler, only

4t o i o s s st e

. TRy . .
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mariagement culture of the firms he researched He records

-~ . the effects of an evolv1ng managerial culture, but leaves

-

its values implicit in his findings - perhaus because such\
values were generally shared by the U.S. business
community. Culture is used here in terms of Guth's (1976)

T - definition.as shiared values and frames of reference.

Product\change reflects a different orientation of
", management .away from mere,avaiLébiiity to growth and -

survival. S .

The managerial perspective arnd cultural change has

several aspects: s N
(1) A movzng awvay from a strategy which assured
J [}

survival by malntaxnlng one's role, posxtxon and domaln. .
Staying in most lines of-: business is' a strategy whlch

dominated Domlnlon Textlle‘untll 1950. Thls meant

manufacturing and cohtrol over costs apd resQurces.

' ‘ (2) The adcption of a pro-active'respcnse where

?

! ,$one s growth and, development is related to organlzatlonal

~ _competence and, abllity only then does an organization

\“‘

create'the stﬂuctures and' processes‘to utlllze-these

capac;tles..“ ‘, o w“ o

‘ . . 4 (3) The acceptance of a market rather than

production orxented atrategy. These dimensions. chause of

‘v

the breadth of the American market and ‘values, could pe’”

" assumed avay by Chandler. The chinge from a corporate

culture to an entrepreneurial culture is a significant

an : &
dimension in the history of Domipion Textile.

(4) Organizdtiopi may expand and grow without

-
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diversgification. Expansion and diversification is relatef .

* .
to products and geographical expansion, not necessarily

1diversification. The developmenf of an MNE depends upon

cohparati?e advantage, as well as markets. Without

comparative advantage in one of several products there can '

be little expansion. . S . o

1.6 SUMMARY

The research concludes that the.deveIoﬁhent of .
Domiriion Textile conforms to the Chandleriaii.
* ’ \!

pothesis of
corporate growth and development. The eight sub%idiéfy

"hypotheses proposed by Chandler to explain the development

of U.'S. firms differ in the Canadian environment, most

notably in three areas: i

s
7

(a) Dominion Textile was able .to develop only when '3

it developed a coisprate culture which has been variously

desc;ibed as entrepreneurial rather than corporate;-

Lo

‘mafketing rather than production oriented; and corporate

-

directed fatﬁef than socially ieflecéivg.

}b) Bominion Textile was no longer able to rely on
government tariffs and pollpy to protect its market, assure
its survival, and provide profitability. -

(c) Dominion Textile developed when managers
.adopted an entrepreneurial orientiﬁion and vieféd‘the
corporation as a vehicle of expan?iop.gnd do;elopmcnt. oo
‘ These differences and vari;blcl i{f examined in the

detailed report of the research, which is structured about
\ ' :

-

.

’

e .
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the model proposed in this chapter. -
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