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ABSTRACT
Needs Assessment for Predictable Organization Transitions:

The Case of the Initial Public Offerning (IPO)
in the Organization Lite Cycle

Rob Dainow, Ph.D.
Concordia University, 1991

This study undertook a problem-seeking, organization-wide needs assessment of a
predictable organization transition. The initial public offering (IPO) of a previously private,
independent company was investigated as a predictable transition in the organization's life
cycle. The case study organization was selected from the population of all new public
companies in Québec between 1981 and 1984. Interviews were completed in 1986 and 1988,
other data were also gathered in 1988 frum company and public sources. Interviews were
transcribed and all the data were then analyzed using the Ethnograph software program. The
results provided both a confirmation and an extension of the IPO Transit'ons Model that was
developed at the outset from the available IPO fiterature. A design for suitabie learning
interventions is proposed to facilitate a successful transition. This study makes contributions
in three areas: (1) The method demonstrates how a problem-seeking, organization-wide needs
assessment can be performed to identify the changes required in an organizational transition,
(2) The results provide a much needed empirical contribution to the life cycle literature; and
{(3) The development and initial confirmation of the IPO Transitions Model contributes to the

IPO literature and to those involved in the IPO process.
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CHAPTER |

INTRODUCTION

This study identifies and analyzes the changes in behaviour that a company goes
through when it becomes a public company for the first time. It is an organizational needs
assessment of the problem identification type. The method is built from the established needs
assessment literature; the content and focus is based on the existing literature about
organization growth and development (the organization life cycle) and about the process of
becoming a public company. This needs assessment provides the basis for identifying
educational technology interventions that might be appropriate in facilitating this change
process.

This chapter describes the role of needs assessment in educational technology and
introduces some himitations in extant methods of needs assessment. It then shows how an
identification of the transition issues faced by new public companies provides a worthy
research setting for developing new approaches to needs assessment. It closes with a
summary of the main focus of each of the ensuing chapters.

The Educational Technology Perspective

Educational technology (Ed Tech) is an emerging field of study and the definition of its
domain has been the subject of some discussion. The Association of Educational
Communication and Technology (AECT) defined Ed Tech as a process for analysing and
solving problems *in all aspects of human learning” (AECT, 1977, p. 1). Mitchell (1979) argues
that Ed Tech is concerned with more than the instruments, techniques, or technological tools
of education. He presents Ed Tech as a problem oriented, systems approach to "structuring
environments for learning". Educational technology provides a multidisciplinary framework for
synthesizing knowledge about how to improve human learning. It goes beyond evaluation or
a strictly behaviourist approach to learning; it extends beyond traditional educational
institutions to encompass other learning environments (Mansfield and Nunan, 1978). Ed Tech

appears to be a broad based field with broad based concerns: "An interdisciplinary



Needs Assessment 2
conglomerate concerned with virtually all aspects of education and training™ (Mitchell, 1981).
Ed Tech encompasses virtually any situation in which learning takes place and there is the
possibility of intervention to facilitate this learning. The systems approach stressed by most
current researchers and writers highlights the need to consider learning and educational
phenomena as a network of complex and interrelated parts. Thus, educational technology
can be viewed as a field that is concerned with behaviour changes (learning) in their
organizational (systems) contexts. The educational technologist is, fundamentally, an agent in
a process of changing peopie's behaviour. The study of how changes take place, not just in
individuals but in larger systems as well, forms the backbone of knowledge 1n the field of
educational technology.

The area of instructional design, one of the core areas in Ed Tech, has adopted the
systems perspective, and this has led to a broadening of its purview beyond the design of
instruction and towards the engineering of behavioural results. The initial stage in most
instructional design models is needs assessment. Burton and Mernll (1977) define needs
assessment as a *systematic process for determining goals, identifying discrepancies..., and
establishing priorities for action". Applied in the context of the approach espoused by Briggs
and Gagné (1974), needs assessment means the determination of behavioural objectives to
guide the design of instructional events and instructional sequences. However, Gilbert (1978)
takes a broader view. His concern is performance rather than instruction, and he proposes an
approach to performance evaluation and measurement that goes beyond traditional learniny
interventions to encompass job design and organizational systems.  Romiszowski (1981)
follows Gilbert's approach and stresses the need to *analyse performance problems to avoid
developing training where no training is needed". He has, in fact, entitled one chapter in his
book, ‘Is Instruction the Solution?*, and suggests that the systems approach to needs
assessment takes an organization-wide view of present and futurr performance problems.

This is clearly a broadening of the narrow behavioural objectives view of instructional design to
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include other human resource development concerns.

Kaufman (1979, 1983} also presents a broad based perspective to needs assessment
with his six level approach. He stresses the need for analysis of ends as well as means in his
*system approach’. He identifies an alpha level needs assessment beginning with an analysis
of the organization's objectives and mission, with the possibility of *deep change” in the
organization’s orientation to its environment.

Thus it could be argued that the systems approach in Ed Tech has led to a
broadening of the perspectives of both the field as a whole and of the various approaches to
needs assessment. The design of interventions or change strategtes is based on an analysis
of discrepancies and the definition of desired outcomes or objectives. In this sense, needs
assessment is at the core of the broad instructional design concerns of Ed Tech.

Needs assessment models are based on experience in schools and other large
institutions. Thus, the techniques are designed to assess outcome gaps between desired and
actual performance of well defined target audiences (e.g., a grade level in schools, a job
classification in a company, an occupational classification). The more complex the job and
the more differences in the way individuals do their jobs, the more difficult it becomes to use
the established needs assessment models.  Thus, existing needs assessment techniques
are most readily applied to situations where there is a target audience of people doing largely
similar tasks, but with varying degrees of success, or to the analysis of a single situation.
They are not generally designed for an organization-wide assessment (excepting Kaufman's
*alpha" needs assessment mentioned earlier). They are, furthermore, generally solution
oriented rather than problem seeking. Most needs assessment models begin after a
performance problem has been identfied (Davis, Alexander, and Yelon, 1974; Dick and Carey,
1990; Friesen, 1971; Mager, 1984). Only a few recognize that the identffication and analysis of
problems is also a valid and important needs assessment task (Mayer,1986; Rossett, 1982).

This study, an organizational needs assessment of the problem identification type, is,
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therefore, at the forefront of new knowledge in the needs assessment area of educational
technology.

Educational technologists have traditionally worked in the development and delivery of
instruction. Their purview was extended considerably with the recognition that training and
instruction are not the only solutions to performance problems (Gilbert, 1978; Kaufman and
English, 1979; Romiszowski, 1981). Educational technologists can, however, do more than
analyze and solve given problems; they can also become involved in the initial 1dentification of
performance problems worth solving. This step will expand the role and importance of the
educational technologist. A further shift from the analysis of individual job categories or
schoo! grade levels to an analysis of organization-wide functioning will also extend the impact
and importance of the educational technologist. Educational technology's focus on learning
and performance can make useful contributions to organization design and planning in
schools, industry, and non-profit organizations. This study provides one step towards
developing and demonstrating some tools and solutions for identifying important
organizational change requirements. It 1s in this sense that it purports to make a contribution
to extending the boundaries of the field of educational technology.

The Small and Medium Sized Business Context

Small and medium sized businesses (SMB'S) represent one context in which these
needs assessment techniques may be applicable. SMB’s have been increasingly recognized
as important organizations in our societies. Statistics on failure have always been high. Most
of the studies on causes of failure identify management weaknesses as a major cause (Dunn
and Bradstreet, 1979, 1983). Other studies of SMB's have shown the influence of the
owner/manager to be the most significant force in the organization's behaviour (Mintzberg,
1979a). Governments in Canada and other countries have been devoting increasing attention
to improving SMB performance. The management development of SMB's represents a

potentially fruitful new area to test and extend some of the principles and practices of
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educational technology.

The management problems of owners of SMB's are not easily categorized into a
homogeneous group. There are differences in the management requirements for the family
run convenience store, the innovative high tech firm, the young entrepreneur launching his/her
first venture, and the plant manager who buys his operation from the parent corporation. In a
review of the literature in the training and education of entrepreneurs (Dainow, 1986) articles
were categorized by training context and target audience. This analysis showed that many
different target audiences and different training contexts are considered in the current
iterature, but there is no consistent recognition of how the appropriateness of interventions
might vary from one context to another or from one target to another. If needs are to be
assessed meaningfully, a method for segmenting the SMB population into more homogeneous
subgroups s required. The following sections discuss how the concept of the organization life
cycle can be helpful in this regard.

The Life Cycle Concept

One framework for categorizing different types of SMB’s that has been proposed by a
large number of researchers and writers is the organization life cycle concept. According to
this concept, organizations go through periods of infancy, growth, and maturity. This is often
depicted as the familiar *S" curve (see Figure 1: The Organization Life Cycle).

The life cycle notion has its roots in psychology and the study of personality
development. The concept has been applied to the analysis of business institutions and
industries (Chandler, 1961), product marketing (Levitt, 1960), and the individual firm that starts
as a small business. Although the field of small business management is still only emerging
as an accepted academic field of study and does not, therefore, have a very extensive
literature, over 16 life cycle models that consider the evolution of the SMB have been identified
(Hugron, 1983) The management requirements of each stage are different and several

authors have suggested that the transition from one stage to the next is marked by a
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management crisis. Some have theorized that it is, in fact, the success at meeting the
management requirements at one stage that eventually creates the crisis, so that a critical
strength of the company becomes a critical weakness as the organization continues to grow
and mature (Kimberley, 1979). It is the resolution of these crises that marks the transition into
the next developmental stage. At the same time that these theorists propose these models of
revolutionary change in moving from one stage to the next, other theorists point out that
profound changes can also occur between periods of growth (Barnes and Hershon, 1976). in
his studies of organization strategy, Mintzberg and Waters (1982) found patterns of change
followed by consolidation. Thus, even in times of apparent stability, important organizational
changes may be taking place.

Figure 1

The Organization Life Cycie (Filley and House, 1969)

Index

Growth

Time

Stage | Stage |l Stage il
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The life cycle notion therefore suggests itself as a useful way to identify target
audiences of owner/managers facing similar requirements for change. One problem with
using the life cycle notion to identify companies facing similar change requirements is the
difficulty in finding a group of companies that are in the same life cycle stage. Unfortunately,
the ife cycle concept has not been the subject of many empirical studies. In atew cases,
however, sample companies have been categorized into different life cycle stages for
purposes of further analysis (e.g., Vozikis, 1979). More must be done. If meaningful
management development is to be provided to owner/managers and if their organizations are
to prosper, we will need more precise ways to identify organizations facing similar change
requirements. Needs assessments can be used to serve this purpose. The life cycle provides
one framework for theorizing about what these change requirements might be, but what it
does not provide is a mechanism for identifying companies at stages beyond the initial
startup. Although there 1s evidence that companies become more formal in their structuras
and procedures as they age and grow (Mintzberg, 1979a), there are no empirical studies
known to the author which have demonstrated a method for selecting companies at the same
life cycle stage in order to verify that theorized changes are, in tact, taking place. For the
educational technologist who is interested in understanding and facilitating organization
change processes, it 1s particularly imponant to develop mechanisms for identifying company
life cycle stages so that the expected organizational changes can be properly anticipated and
planned for. The approach of this research is to use the initial public offering (IPO) as the
selection variable to identify a sample of companies that are expected to be facing similar
organizational change issues.

The IPO Event

Only a small proportion of the SMB population ever becomes eligible to go public, and

of those that can meet the filing requirements, only some of them actually do seek public

equity. There were 166.463 companies in Québec in 1986, and of these, 871,481 (99.4%)
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were SMB’s (Ministére de I'lndustrie, du Commerce et de la Technologie, 1988, p.81). There
were 97 SMB's that went public in Québec through the QSSP program between 1979 and
1986 (Desroches, Jog & Taylor, 1991, p.1). Barely .01% of the SMB population went public
over this seven year period, despite the strong incentives of the QSSP program. With few
exceptions, the IPO’s of private, independent businesses are characterized by successful, fast
growing firms with promising futures. These firms are already in the growth stages of their life
cycle. These are companies that have shown they have the potential to become significant
corporations; if they fail to successfully make the transition to a public company, the cost to
society is indeed high. Conversely, any research that can help ensure a more successful
transition is potentially a real benefit.

If the IPO does, in fact, represent a watershed point or marker for many companies
that are undergoing an important life cycle transition, it provides the means to identify a target
audience which needs to address similar organizational change issues. This is an area of
interest for the knowledge base of educational technology in its search for increased
understanding of organizational change processes, and it is equally of interest to the
practising educational technologist as a tacilitator of these changes.

This investigation analyses one company to assess the nature of any changes it was
undergoing and how it was handling them. These data are then used to support the
Preliminary IPO Model (PIM) developed from the existing literature on the IPO event (see
Chapter 2, Literature Review). The result is a framework for predicting the transition issues
that other new public companies will have to face. Interventions that could facilitate these
transitions are also proposed (see Chapter 5, Discussion).

Presentation Outlne
The order of presentation is as foliows:
- Chapter Il Literature Review, considers the three areas that contnbute to this

study: Needs assessment; the organization life cycle; and the IPO event. The
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result is a framework for performing this needs assessment; an understanding
of how life cycle models support the notion of predictable organization
transitions; and a Preliminary IPO Model (PIM) to describe the IPO transition
that is the focus of this study.

Chapter lil, lv'1ethod, describes some requirements of this organizational needs
assessment and shows how a qualitative methodology suits these purposes.
The case study design is then presented, including all the steps in identifying
and selecting subjects, preparing materials, and carrying out the data
gathering procedure and then coding the data for analysis.

Chapter IV, Results, presents the analysis of the coded data. Thirteen main
codes were used to categorize the data, and each of these is analyzed
separately. These results are then compared to the PIM. The PIM proposed
five main areas of change in the IPO transition; the results of this study are
summarized for each of these five main change areas.

Chapter V, Discussion, shows how this study makes valid contributions to
each of the three areas that contributed to its design: Needs assessment
models, organization life cycle theories, and the IPO event. It then develops in
some detail a possible program design for interventions to facilitate this
transition process. It concludes with an assessment of some of the

weaknesses in this study and some suggestions for further research.



CHAPTER I
LITERATURE REVIEW

This chapter reviews the literature on the three significant topic areas of this thesis.
Needs assessment provides the framework for determining the method and purposes of the
study, while organizational life cycle theories and the Iiterature on IPQO's provide the
background on the subject under study (viz., managerial and organizational behaviour
changes).

Needs Assessment

Needs assessment is supposed to precede education, training, or any other
performance improvement or personal development program. Few will disagree with this
notion, in general, yet it is not universally prescribed in the extant instructional design (iD)
literature. Some do not mention needs assessment at all, some recognize its place but do not
address it, and some discuss its importance at some length. It is from this last group that
useful guidelines for this study were derived.

Instructional Design Without Needs Assessment

Reigeluth’s (1983) collection of readings on the current status of iD theornes does not
include needs assessment or front end analysis in its purview, although 1t does consider task
analysis (The terms needs assessment and front end analysis do not even appear in the
index!). Gagné’'s (1985) widely read text, The Conditions of Learning, 1s the same: Task
analysis is covered as a more detailed breakdown of job descriptions, but needs assessment
and front end analysis are nowhere evident in this work. This is also true for Davis, Alexander,
and Yelon (1974) in their text entitled, Learning System Design. Only task analysis 1s covered,
and this in the context of taking an established task and analysing it so that it can be taught
to others.

Gagné and Briggs (1974), focusing explicitly on ID, also ignore needs assessment.
Their revised edition (1979) introduces a systems approach that does include the "analysis of

needs, goals and priorities* (p. 23) as stage one. They describe needs as gaps between
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desired and actual performance, referring to Kautman (1986) and Burton and Merrill (1977),
however, they reject this definition, stating that *other definitions would place a need as just a
step broader than a goal" (p. 24). They then go on to describe how broad curriculum needs
have been decided in the past, but they do not prescribe any methods or techniques for
either school settings or non-educational settings.

Instructional Design Begins After Needs Assessment
The needs assessment process is accepted by several authors, but they do not
describe how to do it. Mager and Pipe (1970) and Freisen (1971) both start their analysis after
a problem has been identified. Their first step is to describe a performance discrepancy, not
to find if there is one and, if so, to assess it. Mager (1984) also starts with an identified
problem and asks if it is worth solving, and if so, if instruction is part of the solution. This
position is consistent with an earlier work of his (Mager and Beach, 1967) where he proposes
the job description as the starting point for developing vocational instruction. Dick and Carey
(1978) sum up this perspective when they say, "We will not attempt to teach processes such
as needs assessment or job analysis. It is enough to know that these techniques do exist
[emphasis added] and are used as sources for identifying the content of instructional
programs” (p. 14). Their most recent edition (Dick and Carey, 1990) reflects this same view:
*It is not our purpose in this book to explain or demonstrate how to conduct a complete needs
assessment... We begin the instructional design process at the point following goal
identification® (p. 16).
The Role of Needs Assessment
The notion of a need as a gap between desired and actual performance is

fundamental to all the models that provided useful guidelines. This notion, generally credited
to Burton and Merrill (1977), Gilbert (1978), and Kaufman and English (1979), provides a basis
for defining needs assessment as the identification and analysis of gaps or deficiencies that

can be analysed with a view to their solution. Design, development, and testing stages of the
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ID process are then based on this needs assessment. 'The challenge [of needs assessment]
is to find the problem, to understand it sufficiently so that it can be solved® (Rossett, 1987, p.
8).

Romiszowski's (1981) systems approach begins with the identification and prioritization
of problems. This stage analyses the functions of the organization, collecting information from
selected sources for each function, to identify present and future problems. (Oppenheimer
(1982) presents a method for using job incumbents to perform this function.) The next stage
then proceeds with an analysis of the problems of highest priority. This approach resembles
an alpha level assessment (Kaufman and Stone, 1983) which seeks to discover any gaps
between desired and actual outcomes related to the organization’s mission. This analysis
affects all levels of an organization; correcting deficiencies uncovered at this level can provoke
deep change.

Needs assessment can be done for different purposes (Mayer, 1986; Rossett, 1982).
When the purpose is to assess the nature of the problem, questions and techniques focus on
problem identification - finding and describing any discrepancies. This distinction is of some
importance, particularly since ‘the lterature offers more guidance to the developer who is
attempting to prioritize and select a need than to the developer who is identifying needs"
(Rossett, 1982, p. 29).

The Techniques for Problem Identification

The three basic tools of needs assessment are readily identified as surveys, interviews,
and observation. Morrison (1976) suggests organizational audits as a tool to use in the
sear.:h for unsatistactory results {i.e., problem identification). These audits can look at
iinancial performance records, personnel records, audits of specific functional areas, and any
other data that may be available (such as skills inventories or manpower planning data).
Mayer (1986) adds to this archival review of internal documents the use of other documents

from outside the focal organization. Research, then, can be considered a fourth needs



Needs Assessment 13
assessment tool.

Rossett (1987) makes an important contribution to determining when and how to use
these needs assessment tools. She ties the tools to the purposes of the rieeds assessment
and the techniques being used. Extant data analysis (the first technique) focuses on results in
order to assess the organization's success in accomplishing its goals. It resembles an alpha
assessment (Kaufman and Stone, 1983). This technique, lixe the two others Rossett
describes, will use any or all of the needs assessment tools to achieve its purpose. Needs
assessment (the second technique) uses mainly intervie'vs (including small group interactions)
and surveys to seek the opinions and ideas of various constituents about performance
discrepancies. Subject matter analysis (the third technique) interviews subject matter experts,
observes star performers, and researches available documents in order to determine what
must be known in order to achieve a desired result. Task analysis, though not included
explicitly by Rossett as a technique, deserves consideration since it uses observation and
interviews in order to determine what skills need to be in place in order to achieve a desired
result. The focus here, as in Gilbert's (1978) search for exemplar performers, is *on finding ou*
what distinguishes the star from the clod" (Rossett, 1987, p. 101). These techniques are listed
in Table 1: Needs Assessment Techniques.

Table 1

Needs Assessment Techniques'

Technique Main Use

Extant data analysis To assess organization mission, goals

Needs assessment! To gather opinions and ideas about needs
Subject matter analysis To determine relevant knowledge

Task analysis To determine skills (organizational behaviours)

* based on Rossett, 1987,
' note that Rossett uses the term needs assessment as both a tool and a technique.
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The four techniques listed in Table 1: Needs Assessment Techniques are used in this

study:

- Extant data analysis will use research tools to review internal and external
documents in order to identify or explain possible problem areas. Available
data will be searched to find out what is going on in the focal organization.

- The needs assessment itself will use interviews to collect a variety of opinions
and views on the changes required of the organization. Observations, where
possible, can both confirm and enrich any interview findings. Some of the
data collected in these needs assessment activities will also contribute to the
extant data analysis.

- Subject matter analysis will search any relevant literatures to assess what
knowledge can inform the organizational changes of a new public company.
The organization life cycle literature can provide a framework for describing the
evolution and development of organizations (and the IPO event I1s seen as a
critical one in this hfe cycle), and the literature on IPO’s can provide guidance
on the problems or changes to anticipate.

- Task analysis, the assessment of the skills required for a successful
organizational transition, will prove useful to the extent that an exemplar
performer can be found.

The next two sections of this chapter will address the subject matter analyses

described above, viz., the organization life cycle and the IPO event.
The Organization Life Cycle

There are some real differences between small organizations and large organizations

and these differences are important:

Small firms are not infantile versions of large ones...size differences occasion features

or conditions unique to each size of company. As a company gets bigger it takes on
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new problems and brings some established problems to an end...What managers in
small companies should spend their time on differs from what managers in large
companies should spend it on (Cohn and Lindberg, 1974, p. v).

Smith, Mitchell, and Summer (1985) undertook laboratory and field studies, concluding
that management priorities shift in different stages of the company’s development. They
conclude that *facademicians...should make such prescriptions [about what top managers’
priorities should be] contingent upon the life cycle stage that focal organizations are
in...Managers need to change their priorities as their firms move through different stages. If
they cannot, they may inhibit the further growth of their organizations® {pp. 817, 818).

Researchers are aiso advised to consider these differences. D'Amboise and
Muldowney, In a comprehensive review of management theory for small business, conclude
that *researchers should explore how the manager’s role, style, and practices change as his or
her business grows" (1988, p. 237). Kimberly (1980) points out how much of the research on
organizations misses these differences: "A given sample of organizations is likely to include
some very young ones, some middle aged ones, and some very elderly ones. To include
them all in the same sample of organizations implicitly assumes that those differences are
unimportant” (p. 5).

One of the most common frameworks for understanding how organizations grow and
change is the organization life cycle This notion has strong intuitive appeal and there is an
extensive literature on this topic. The most widely accepted life cycle theories posit a
sequence of stages which all organizations pass through as they "grow up®. These stage
theories *assume that organizations develop in an evolutionary manner, following an a priori
sequence of transitions® (Kamm, Nurick, and Edwards, 198€, p. 8). These are the models that
informed this study, and they are dealt with at some length in the next section. However,
Kamm et al. (1986) categorized the literature into three categories: Stage theories, state

theories, and population ecology theories. A brief review of some population ecology and
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some state theories is presented in the following paragraphs.

Population ecology theorists *believe that environmental forces are more important in
understanding organizations' creation and survival than are the adaptive actions and attributes
of individual entrepreneurs and managers" (Kamm et al., 1986, p. 12). The process of natural
selection ensures the survival of those organization types that achieve the best fit with their
environment. Stinchcombe, for example, proposed that "some very general characteristics of
populations and social structure...affect motivation to start new organizations and the
likelihood of survival of new organization forms* (1965, p. 146). He goes on to argue that the
founding date of an organization affects its organizational structv e and that this organization
structure remains *remarkably stable over time" (p. 155).

State theories are those that identify the various types of organizations that can exist,
without positing a necessary sequence or evolution from one to the other. Different authors
have presented different types of organizations, creating some rather distinct state theories.

- Smith (1967) used data from unstructured interviews with 110 enterprises to
characterize both the entrepreneurial type (craftsmen or opportunistic) and
firm type (rigid or adaptive). He found that the craftsman entrepreneur builds
a rigid organization and the opportunistic entrepreneur builds an adaptive ane.
Smith and Miner (1983) also found a high correlation between type of
entrepreneur and type of firm.

- Filley, House and Kerr (1976) developed a similar typology "based on three
different strategies for organizing and dealing with the environment. The types
fare] craft, promotion and administrative organizations" (p. 518). They
identified different characteristics associated with each type, but make it clear
that *there is no ncessary order in which the types must appear" (p. 524).
Filley and Aldag (1980) confirmed these three types in a factor analytic study

of 85 executives of small and medium businesses.
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- Miller and Friesen (1980) analysed 135 transition periods in 36 firms and,

through factor analysis, were able to identify nine statistically significant
groupings which they labelled "archetypes of transition®. They argue that
these transitions represent the most common organization changes, although
they do not attempt to specify any necessary order in which they are likely to
occur.

These examples of state theories represent some rather different views on the forces
underlying organization structure and strategy. They do not argue for any deterministic
sequence of structures but they do provide a basis for trying to understand organizations and
how they may change. The relevant questions for this thesis are: What changes of state
occur when a company goes public for the first time? How can they be understood? and,
How can the change process be facilitated by intervention? In fact, it is the stage theories
that provide the most usefu! frameworks for answering these questions, and it is there that we
now turn.

Stage Theories

The facts that all organizations are *born" and that most successful ones grow over
time provides a powerful impetus for using a biological analogy. Most stage theories implicitly
use this analogy when they label their stages as birth, growth, maturity, and decline; some are
explicit about it (Adizes, 1979, 1988).

Some stage theories are modeilled on theories of personality development (Lippitt and
Schmidt, 1967; Torbert, 1974/75). Torben, for example, applies Erikson's model of nine
stages of individual development to the development of organizations. He then proceeds to
map his model onto the life cycle models of two other authors to demonstrate that *the
sequence of categories in the three schemes appears mutually consistent* (p. 13).

One of the most widely known early life cycle models 1s the marketing product life

cycle, originated by Theodore Levitt (1965). The four stages of a product life cycle -
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development, growth, maturity, and decline - are similar to a great many of the organization
life cycle models not only in the identification of the stages but also in many of the attributes
that characterize each stage.

Another type of stage theory 1s based on the development of organizational process
and structures. Katz and Kahn (1978) present a three stage model that begins with a pnmitive
system buiit on member cooperation. This primitive system evolves to a stable organization
built on coordination and control, and eventually culminates in an elaboration of structure
stage that is built on adaptive mechanisms to deal with the external environment. Whyte
{1969}, building on his 1948 study of the restaurant industry, posits five stages, each of which
is a distinct systemic arrangement with a different organization structure, different relationships
among staff, and a different role for the owner manager.

Another approach to stage theories is the cultural perspective presented by Dyer
(1986). His tour stage model of the growth and development of family firms is built around a
*cultural configuration® based on business management style, organizational requirements,
and family patterns. Successful development in this model is based on planning for and
managing each new cultural change.

Several authors have reviewed and summarized these life cycle models before
proposing their own versions. Kazanjian cites 18 different models but focuses only on new
high technology ventures, developing his model based on two case studies and the work of
Galbraith (1982). Hugron (1983) summarizes 16 authors before adopting a five stage model
(stant, growth, status quo, decline, and death). Scott and Bruce (1987) also adopt a five stage
model, based largely on the models of Churchill and Lewis {(1983) and Greiner (1972). He
identifies 11 dimensions that are expected to change in each stage. Miller and Friesen (1984)
use a typology of five stages (birth, growth, maturity, revival, and decline) after therr review of
the life cycle literature. Their subsequent analysis of 161 different peniods in 36 case histories

confirmed that *firms ciffered significantly from one phase of history to another. Each phase
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seems to suggest its own scenario of internally consistent variables' (p. 1182). Vozikis (1979)
uses Cooper's (1978) three stage model (startup, early growth, later growth) as a framework
for ordering the characteristics for each stage according to the frequency of their citation by
seven other theorists. He is thus able to rank order the general management, operations,
marketing, and financial characteristics for each stage. Finally, Quinn and Cameron (1983)
reviewed nine life cycle models, and Cameron and Whetton (1983) reviewed 10 models, in
both cases developing the same four stage model (entrepreneurial stage, collectivity stage,
formalization and control stage, and elaboration of structure stage).

There is clearly @ wide variety of life cycle models proposing one stage theory or
another, yet there are strong similarities among them. The common strain 1s the biological
analogy - that organizations are born, they grow, change, and develop, and, eventually, they
either decline and die or get reborn/revitalized. The number of stages, how they are labelled,
and when they begin or end varies from model to model. Many of these differences arise
because the models themselves are not explicitly grounded in empirical investigations. Most
have been developed from the authors' own experiences or through reflection on and analysis
of other models. A review of some of the empirical studies that use or support these models
is, therefore, in order,

Fiorito and Greenwood (1986) used cluster analysis on data from 38 retailers to
identify four retailing life cycle stages. These stages - innovation, accelerated development,
maturity, and decline or later growth - could equally well have been labelled startup, growth,
maturity, and decline or revival. They found that seven of nine variables were significantly
different between these stages.

Vozikis (1979, 1980) rated 117 tirms for both the problems they experienced and their
stage of development (startup, early growth, and later growth). He found that different
problems occur in different stages. A followup study (Vozikis and Mescon, 1985) looked at 32

exporters to assess the relationship between their exporting problems and their life cycle
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stage. They were able to "confirm the fact that there seemed 1o be different sets of overall
and exporting problems at different stages® (p. 66). Another study (Robinson, Pearce, Vozikis
and Mescon, 1984) further supported this three stage model. This study looked at 51 firms
that did some strategic planning in order to show that planning is effective in all three stages
of development, but that the strategic issues of concern differ in each stage.

Churchill and Lewis (1983) built their five stage model (existence, survival, success,
takeoff, and resource maturity) from the prior work of Greiner (1972) and Steinmetz (1969) as
well as data from 83 of 110 small company management program participants. They used
this data to identify the management skills for each stage and to show how these skills
change from one stage to the next. A subsequent study by Churchill (1983) expanded this
model to incorporate three entrepreneurial stages that precede the existence stage of theiwr
initial model.

Miller and Friesen (1984}, as noted earlier in this section, were able to successfully
classify 161 periods of history for 36 companies into five life cycle stages (bith, growth,
maturity, revival, and decline). They found significant differences in over 70% of the 54
variables they measured: All 13 decision making variables were significant; 10 of 12 structural
variables were significant; eight of 10 situational variables were significant; and seven of 19
strategy variables were significant.

The above analysis demonstrates the dearth of empirical work to support many of the
stage theories. At the same time, the work that has been done supports the basic notion that
there are distinctly different stages of organizational existence. Both of these points are
relevant to this study. In the first instance, any empirical work in support of these theories
represents an important contribution to this field of knowledge. This study can make such a
contribution. Secondly, the widespread agreement on the existence of distinct stages of
development provides the underlying framework for the argument of this thesis that the IPO is

a predictable life cycle transition that can be studied, understood, and facilitated using the
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needs assessment and intervention tools of educational technology.

An important concern in studying life cycle transitions is the nature of the organization
change process. When do changes occur relative to identifiable transitions; during the actual
transitions, or during the relatively stable periods between transitions? What is the role of
crises in triggering these transitions and initiating the change process? Finally, what place is
there for interventions to facilitate a smooth and successful transition? These questions point
to the importance of considering what life cycle theorists have to say about the organization
change process.

The Life Cycle and Organization Change

There is widespread agreement that an organization’s problems change as the
organization grows and develops. The organization structure and strategy, and the attitude,
knowledge, and skills of its managers must change accordingly. Kroeger (1974) recognized
that *each stage of the life cycle requires a managerial role that is unique in its skill
requirements. These skills must be. developed by the manager if the firm is to prosper* ( p.
46). "A manager who is effective in one developmental stage may prove to be quite ineffective
in another stage" (Lippitt and Schmidt, 1967, p. 112). *Indeed, one of the major challenges in
a small company is the fact that both the problems faced and skills necessary to deal with
them change as the company grows® (Churchill and Lewis, 1983, p. 48).

The required changes appear to be systemic. *The company cannot merely add
people, money, equipment, and space to cope with its growth; it must undergo a transition or
metamorphosis and become a somewhat different type of organization® (Flamhoitz, 1986, p.
37). "[The characteristics of each stage of development] are mutually consistent with one
another and reinforce one another, creating a qualitatively different structure or
gestalt...persons come to think, feel, and behave in qualitatively different ways* (Torbert,
1974/75, p. 20). Miller and Mintzberg (1983) also argue that organizations are best described

as holistic configurations, gestalts, or archetypes so that organization change, when it occurs,
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will involve many organizational attributes simuitaneously. Finally, Whyte (1969), descnbing
this same phenomenon, provides a social systems perspective when he points out that
‘increasing size leads to changes in organization structure, and...size and structure together
affect the social system of activities, interactions, and sentiments” (p. 577).

One approach to understanding how these changes occur is provided by Starbuck
(1965). He identifies metamorphosis modeis in which organization *growth is not a smooth,
continuous process, but is marked by abrupt and discrete changes in the conditions for
organizational persistence and in the structures appropriate to these conditions® (p. 486).
Research studies by Miller and Friesen (1980, 1982) support this notion that organization
change is abrupt and metamorphic rather than piecemeal and incrementally adaptive.
Mintzberg and Waters (1982). in a case study of the strategic history of the Steinberg’s
organization, also found periods of stability that were disrupted periodically by a crisis that
forced substantial organization change. Starbuck (1971) again supports this notion when he
states that "the historical development within a single stage is cast as a relatively smooth and
continuous process, but the overall development pattern is marked by sharp and discrete
transitions from one stage to the next" (p. 275).

The notion of organization change as a revolutionary process suggests that there
might be some crises, or trigerring events, to spark such a revolution. In fact, many of the life
cycle models are crisis driven:

As a business organization goes through the stages of birth, youth, and matunty, it

faces a predictable series of organizational crises. The skill with which executives

recognize these crises and deal with them...has no small impact on the company’s
ability to grow further. The crises also have important implications for executive
development, including the kinds of skills and knowledge they need to use. (Lippitt

and Schmidt, 1967, p. 102).

Greiner's (1972) model presents five stages of growth, each of which starts and ends
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with a crisis. In his words, *the critical task for management in each revolutionary period is to
find a new set of organization practices that will become the basis for managing the next
period of evolutionary growth* (p. 40). Another widely quoted model (Steinmetz, 1969) argues
that each stage sows the seeds of its own destruction, eventually culminating in a crisis with
*problems [that] are serious enough in their own way to merit separate attention” (p. 33).
Buchele (1967) and Robidoux (1980) both present a life cycle model with seven key crises to
resolve as a firm grows and develops: "These crises are often the turning points at which
firms either plunge into the pit of failure or fall into the rut of semi-failure* (Buchele, 1967, p. 9).
Scott and Bruce (1987) present a five stage model that is also crisis driven, while Toulouse's
four stage model (1980) identifies the crises that are typical of each stage.

Not all agree that life cycle changes are abrupt and revolutionary. Galbraith (1985),
for example, claims that "many of the organizing issues can be anticipated and responses
planned* (1985, p. 9). Anderson and Dunkelberg (1987) also claim that "the stages of growth
are evolutionary rather than revolutionary* (p. 21). Even in times of apparent stability,
important organizational changes may be taking place. There are many who argue that, in
fact, the value of understanding organization life cycles is to be able to anticipate and plan for
the necessary changes so that transitions can be smooth, without the disruptions of a
“revolution” (Dyer, 1986; Lippitt and Schmidt, 1967; Scott and Bruce, 1987; Reiner, 1972,
Robidoux, 1980; Buchele, 1967; Steinmetz, 1969). This thesis is built on this argument. An
indepth understanding of the IPO event as a life cycle transition is central to making this
transition successful. It will arm the educational technologist to plan interventions that will
promote planned organization change.

The IPO Event

Most writers have treated the IPO as almost entirely a change in the financial structure

of a company and a change n its regulatory environment: The company gains access to a

new source of equity and this, in turn, increases its borrowing capacity and opens new doors
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for acquisition and mergers. Extensive legal and securities exchange requirements need to be
met in order to become and to remain a publicly traded company.

The references uncovered in the literature review presented herein focused mainly on
these financial and procedural aspects Many of the references classified as research’ also
had this focus. Topics covered by this group of research references include comparisons of
the results of different underwriting methods (Johnson and Miller, 1985) and an analysis of
their costs (Sutton and Post, 1986), as well as studies of how owner/managers may be able 1o
influence the initiai offering price (Kantor, 1985, 1986). Johnson's (1984) doctoral dissenation
provides a more complete analysis of the financial factors that may affect the offering price.
(These factors included the company’s capital structure before and after the IPO. its short term
credit policies, its dividend policies, and whether or not the founders were keeping control.)

Very little attention is paid to the human performance dimension in successfully
making this transition to a public company. This is somewhat surprising since the success of
new public companies, at least as measured by the price of their stock, is not, on average,
very great. Farrow (1982) reports that "of 448 companies that went public [in the U.S.] in
1981, 59% were trading at or below their offering price by December 31st" (p. 32). Russell
(1985) notes that 52% of the IPO's in 1984 were trading below their iniual price at year-end;
shares sold initially for between $5.00 and $9.99 declined an average of 29% and shares
above $10.00 lost an average of 3%. Stearn and Bornstein (1986) used Forbes' Proprietary
New Issue Database, covering 3300 IPO's from 1975 to 1985, to discover that “only four in ten
of the issues that came out since 1975 were selling above their offering price at the end of
1985 and fewer than three in ten outperformed the S&P’s [Standard and Poor’'s] 500" (p. 30).
Jog and Riding (1990) showed that an investment in an equally weighted portfolic of IPO’s on

the Toronto Stock Exchange from 1983 to 1986 increased by less that 5% after 36 months,

! The term research is used in this section to mean that at least a recognizable methodology was
used and data were collected, analyzed, and reported.
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and a similar investment in QSSP IPO's in Québec had declined almost 20% in value over the
same period. It centainly seems clear that there is more to successfully becoming a public
company than collecting the new equity invested and meeting the legal and security exchange
requirements!

The ability of the people in the company to manage under these new conditions is
unquestionably an important ingredient in their eventual success. Only one research study
was found that was directly concerned with the management changes of new public
companies (Persiko, 1986). Trostel and Nichols' (1982) study, which compared matched pairs
of public and private companies, also had some direct relevance to the behavioural and
human performance transition in the IPO process. The other research studies that were useful
looked at CEO's perceptions and attitudes after the event (Coallier, 1988; Desroches and Jog,
1989; Moskal, 1983; Stevens, 1985; Young, 1986}; these provided some indications of where
CEO's retrospectively perceived that they and their organizations had changed. Articles and
books that focused predominantly on procedural or financial aspects of IPO’s often hsted and
discussed the pros and cons of becoming public. These served as a source of suggestions
as to where managerial and organizational performances may need to change. All these
sources of information were brought together in order to determine the transition issues that
new public companies might face.

A Preliminary IPO Mode! (PIM)

There are three undeniable facts about going public that all IPO’s face. First, they
have a new source of funds from the equity raised. Second, they are now publicly
accountable for their actions and have to comply with the securities regulations designed to
protect their public shareholders. Third, there is now a definite separation of ownership from
management, at least to some extent. In its simplest terms, the new public company has
more money from a new group of outside shareholders, and in exchange for this equity it

must conform to the laws prctecting these outside shareholders. These three facts about the
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IPO may have important impacts on a wide range of management behaviour and performance.
The possible impacts of each is presented in the following sections.
Separation of Ownership from Management

The separation of ownership from management means that ownership can be valued
and traded readily and that owner managers may have to adjust their role or their
management style in order to become more prolessional (Moskal, 1983). Levy (1978) points
out that the CEQ's life gets more complex. One important new function is presenting the
company to shareholders and the investment community (Private to Public, 1984; Steck,
1986). Desroches and Jog (1990) found that 59% of the CEO's of Québec IPO's 1dentified
that most changes that resuited from the IPO were in their managerial functions. Peat Marwick
(1985) identifies new management requirements emerging and Byford, Staveley and McGrath
(1985) point out that new management personnel may be required because of these
expanded management activities. Persiko (1986) studied this in the greatest depth and found
that not only did the CEO become more public, he also became more disciplined and more
conservative, and he spent less time on internal operations, which, in turn, pushed him to
delegate more. Salomon (1977), writing about his own experiences in taking his company
public, reported his sense of responsibility to shareholders as an important new dimension in
his management thinking and decision making. O'Flaherty (1984) summed it up well In stating
that “probably the most disagreeable aspect of being a public company Is the number of first
experiences that must be handled by an already overworked management® (p. 189).

There may be a need to clean up the company’s records to ensure that the original
shareholders or their families do not have special privileges, benefits, or agreements. Finan
and Nash (1984) identify five areas where this corporate housekeeping may be required: The
company’s capital structure, stock records, bylaws, mariagement involvements, and
employment contracts. Several others note that the owner/manager's remunerahon may need

1o be changed (Byford et al.,, 1985; Ernst and Whinney, 1985; Jacobs, 1986; Kay, 1984; Peat
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Marwick, 1985; Scott, 1983). Trostel and Nichols (1982) found that private companies have

accounting policies that are more oriented to tax minimization than their public counterparts;

presumably, new public companies adjust these accounting policies.

The impact of valuation and trading of shares is potentially multi-faceted:

There are new possibilities for growth through acquisition or merger by using
shares as part of the purchase price (Barden, Copeland, Hermanson and Wat,
1984; Coallier, 1988; Ernst and Whinney, 1985; Havelock, 1982; Levy, 1978;
McQuillan, 1971; Montréa! Stock Exchange, 1985; Peat Marwick, 1985;
Prychoda, 1988; Salomon, 1979; Scott, 1983, Steck, 1986). Coallier (1988)
found that “funding external growth via acquisition* was the top motive for
going public in his sample of 84 CEQ's of Quebec IPO's between 1979 and
1988. Hostile takeover bids are also possible, but this was not listed as a
concern. Several did, however, note the loss of control that results from
selling shares to new, outside shareholders (Bardon et al.,, 1984, Ernst and
Whinney, 1985; McQuillan, 1971; Peat Marwick, 1985; Steck, 1986). Coallier
(1988) found that 15% of the CEO's in his sample lost their majority control
after the IPO.
Movements in stock price may influence company behaviour. Salomon (1977)
found that the "price of the stock became a chief management concern® (p.
128) and he had to institute a no stock-talk rule in the company to control this
distraction. A more frequently reported influence of the stock price on
company behaviour is management’s increasingly short term orientation in
response to shareholder pressure for improved results each quarter (Barden et
al., 1984; Ernst and Whinney, 1985; Kay, 1984; Ruth and Hubbell, 1984; Scott,
1983). Jacobs (1986) claims it is more difficult to take risks because of these

pressures for short term profit, and Salomon (1977) said that, in his own IPO
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experience, it inhibited his launching new startups if they would generate initial
losses. McQuillan (1971) has a different perspective: he suggests that
company management might ‘play the market', delaying or advancing
decisions depending on the stock price. One owner summarized this situation
rather well;

Mitchell Robinson, President of Cache, a women's apparel chain that went
public approximately two and a half years ago, admits that, *as a private
company, | used to think about what | wanted to do in a year, in five years,
and as an ultimate goal. As a public company | think exactly the same thing -
but | do worry more about the individual fiscal quarters, because the
investment community, particularly security analysts, place a lot of importance
on those resuits. Sometimes this creates a lot of pressure, but | try not to iet
this affect me" (Private to Public, 1984, p. 24). Moskal (1983) reponed that
most of the CEO'’s of the 60 IPO’s he studied claimed, like Mr. Robinson, to be
successful at avoiding these quarterly pressures; they do, however, implicitly
admit that this is a new pressure with which they have had to learn 1o
manage.

Shares and stock option plans can be used as a reward to existing staff, as an
inducement for staff loyalty, or as an enticement for recruiting new executives.
This was mentioned as a positive aspect in quite a few references (Byford et
al., 1985; Ernst and Whinney, 1985; Havelock, 1982; Montréal Stock
Exchange, 1985; Peat Marwick, 1985; Private to Public, 1984; Prychoda, 1988;
Steck, 1986). Moskal (1983) found that ali 60 of the CEO's in his sample
reported that stock option plans made recruiting easier, and Desroches and
Jog (1989) found that 60% of the CEQO's in their sample identified an important

post-IPO change was that employees felt more a part of the company.
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Salomon (1977), in contrast to all the others, reported a dysfunctional
consequence of these staock option plans; in his experience they fostered
rivalry and competition among his executives.
New public relations activities may be undertaken to comply with disclosure
restrictions or to encourage active trading of the shares. "Management styles
often change radically [after an IPO]. Rather than oversee operation detai!s,
the chief executive of a public company spends a lot of time on PR, keeping
brokers, analysts, and investment bankers - as well as shareholders - up to
date about performance” (Jacobs, 1986, p. 310). Ruth and Hubbell (1984) say
that “creating a communication strategy should be an integral part of a
company's planning process for going public..the company should designate
a financial contact and spokesman for liaison with the financial community and
the financial media* (pp. 33, 35). Despite this advice, Moskai (1983) found that
CEO's had a problem knowing how to communicate with the public;
Desroches and Jog (1989) reported that 91.2% of their reporting CEO’s said
that they experienced the most changes in the area of external
communications; and Coallier (1988) found that 90% and 80% of the CEQO’s in
his sample said involvement in public relations and investor relations,
respectively, were more important than they had expected. Stevens' (1985)
survey of 1,000 CEO's whose companies had gone public in the previous five
years found that 44% hired PR firms soon after becoming public. Seventy
percent believe a financial communications program can have a 'significant’
impact on stock price. Persiko (1986) and others (Ernst and Whinney, 1985;
Finnan and Nash, 1984) also point out that PR and investor relations become
important new company (and CEO) functions to learn during the IPO

transition.
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- Customers and suppliers may become shareholders, perhaps increasing their
loyalty. Levy (1978) notes that new public shareholders can become a source
of customers, at least for consumer goods companies.
- Personal financial planning of owner/managers can be facilitated. The owners’
shares now have an established market value and some of them can be sold;
the owner/manager can 'cash in’ some of his/her shares (Barden et al., 1984.
Montréal Stock Exchange, 1985; Peat Marwick, 1985; Private (o Public, 1984,
Scott, 1983; Steck, 1986). Owners can then use this hquidity to diversify therr
personal investment portfolios (Ernst and Whinney, 1985, Salomon, 1977),
Barden et al. (1984) further note that the owners’ shares of their now public
company are more acceptable as collateral against personal loans, thus
increasing their personal borrowing power. Finally, the valuation and trading
of company shares makes estate planning and management succession
easier (Ernst and Whinney, 1985; Montréal Stock Exchange, 1985; Private to
Public, 1984; Prychoda, 1982; Salomon, 1977).
Public Accountability and Disclosure of Information
The fact of public accountability and disclosure of information suggests that IPO firms
may have to take on new auditing functions and may have to adjust inlormation systems
within the company to generate the required reports. The rules about fair disclosure of
information to all shareholders require new policies and practices regarding sharing of
information with friends, associates, investors, analysts, or journahsts (Byford et al., 1985; Zrnst
and Whinney, 1985; Finan and Nash, 1984; Steck, 1986; Trostel and Nichols, 1982).
The Board of Directors may have to be restructured to satisfy the requirement for
outsider representation (Peat Marwick, 1985). Byford et al. (1985) note that decision making
and reporting may change and the Board will become both more active and more formal.

Levy (1978), presenting the same phenomenon from a different perspective, points out that in
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private companies there is no fear of a rebellious Board. Finally, Moskal (1983) found that
CEQ's had to make organizational adjustments as a result of new, external Board members.
Furthermore, the annual report may represent the first time that the organization writes down
any formal plans (Ernst and Whinney, 1985; Mintzberg and Waters, 1982).

Decision making may change as a company learns to behave with the increased legal
requirements of a public company. The process becomes more formal and more is written
down (Ernst and Whinney, 1985; Persiko, 1986). The pressure for short term results has
already been noted. Trostel and Nichols (1982) also found that private companies include
product appearance and other subjective factors more frequently as decision critenia. Some
consider that decision making in the new public company is less free and independent
because of the many new business 'partners’ who can influence company decisions (Levy,
1978, Jacobs, 1986; Montréal Stock Exchange, 1985; Steck, 1986).

Finally, the public disclosure of information about the company's plans and
performance means that "analysts, investors, and competitors gain entrance to your house”
(Salomon, 1977, p. 128). This may alter management's strategic perspective (Jacobs, 1986,
Scott, 1983, Steck, 1986). On the other hand, this same information is available to customers
and suppliers, and the fact that the company is now public may enhance its credibility. There
is some prestige and an increased public profile in being a publicly traded company. There is
also a new source of free company promotion in daily stock exchange reports, stock analysts’
periodic reports, and the occasional newspaper or magazine article (Barden et al.,, 1984; Ernst
and Whinney, 1985; McQuillan, 1971; Montréal Stock Exchange, 1985; Peat Marwick, 1985;
Prychoda, 1988; Scott, 1983; Steck, 1986).

New Sources of Funds

The new sources of funds that come with the sale of shares are among the most

important and evident consequences of the IPO process. The company acquires not only the

funds that investors and underwriters put forth in exchange for company shares, but it also
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acquires increased borrowing capacity as a result of the improvement in its debt-to-equity
ratio. Some also point out that supplier credit improves (Prychoda, 1988) and banks offer
better interest rates (Havelock, 1982). McQuillan (1971) notes, however, a possible adverse
effect on credit capacity and terms when the share price drops. Coalher (1988) discovered
that some companies used their IPO proceeds to reduce their debt. (in fact, CEO's in this
study whose companies’ shares had gone up in price since the IPO rated that this use of IPO
proceeds was more important than did CEQ's whose shares had gone down in price.) A
publicly traded company can use shares in place of cash for some acquisition purposes and it
can also return to the public market for subsequent offerings. There 1s the further possibility,
usually for the first time, of attracting institutional investors to the company (McQuillan, 1971).
There are, however, new expenses as a public company (e.g., annual reports, securities
exchange reports, printing costs, and PR and investor relations) and some Canadian
corporations lose the preferential tax treatment they received as Canadian private corporations
(Byford et al., 1985; Peat Marwick, 1985). Many sources address some or all of these financial
impacts of the IPO event; Table 2: Financing Impacts of IPO’s identifie:; each source and the
impacts it mentions.

Thus, financing strategies and decision making change in response to thesa new
alternatives. The ways in which these financing options are used can support internal growth
or acquisition to maintain or enhance the company's growth pattern. In addition, the
increased financing may mean that spending can be less tightly controlled and patterns of
asset utilization may change. Trostel {1980) found that private companies have higher current
asset and total asset turnovers, implying that they use their short term assets more efficiently
than their public company counterparts. He also found that private companies had a higher
ratio of hourly employees per dollar of sales, implying tighter management of variable
expenses. Public companies, by contrast, have more 'organizational slack’. This

organizational slack may aliow for more experimentation in delegating responsibility or creating
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new staff functions, thus leading to changes in the organization structure.
Table 2

Financing Impacts of IPO

New Increased Use of shares Future New

Reference Source capital debt capacity for acquisition capital expenses
Barden et al (1984) X X X
Byford et al (1985) X X
Coallier (1988) X
Ernst & Whinney (1985) X X X X
Havelock (1982) X X
Kay (1984) X X
Levy (1978) X
McQuitlan (1971) X X X X
Montréal Stock Exchange (i985) X X X
Peat Marwick (1985)

X X
Persiko (1986) :

X X
Private to Public (1984)

X X X X
Prychoda (1986)

X X X X
Salomon (1977)

X

Scott (1983)

X X X X
Stone (1986)

X X X X

This review of the relevant IPO literature suggests that the IPO event may have an
impact on many aspects of the organization’s behaviour, ultimately resulting in the following
five types of changes within the organization:

1. Changes in the organization structure as a result of new roles and functions for

management and executives, the increased organizational slack, and the
ongoing pressures of a growing organization.

2 Changes in decision making as a result of disclosure requirements, the
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influence of the stock price, the restructuring the Board of Directors, formal
public statements of plans through annual reports, and the new information
systems that may provid= new opportunities for reporting or control systems.

3. Management style may change as owner/managers become CEO’s and
executives of a larger organization with new functions (notably PR and investor
relations), more formal decision making, and a more elaborated organization
structure.

4, There may be increased growth potential both internally and in the
marketplace. Internal (organizational) changes might result from the
introduction of employee stock option plans as a reward for existing staff and
as an inducement for recruiting new executive staff, from the reactions of
employee-sharehoiders to increases or decreases in the price of the stock,
and from the changes in management style and the organization's structure.
Increased growth potential in the marketplace can result from the new funds
available as well as from the enhanced credibility of the company in
negotiating with suppliers and customers, especially if they are also
shareholders.

5, Strategic thinking may change as a result of the need to write down and
publish future plans, the availability of inforrnation to competitors, the ongoing
growth of the company in both new and established markets and, eventually,
the possibilities for mergers or hostile acquisition attempts.

The Preliminary IPO Mode! (PIM) shown in Figure 2: Preliminary IPO Model (PiM)

summarizes the impact of these 'three facts’ about the IPO process and how they may lead to

these five types of changes.



Figure 2

Preliminary IPO Model (PIM)
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CEOQO FEvaluations

Four research studies measured the CEQ's overall evaluation of their IPO experience.

Young (1986) found no significant differences in CEQ's before and after perceptions of the

complexity of the IPO process. Howard (1974) surveyed 494 CEQO's and found that 40%

would not do it again. Stevens (1985), however, found that 93% of the 1000 CEO's he

surveyed would do it again. Their respective survey methods may account for these divergent
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results, but it is more likely due to a difference in investors’ attitudes about IPO’s between
1974 and 1985. Ritter, ibbotson and Sindelar (1988) claimed that the IPO market was not
really there in the 1960's and 1970's but that it has been on a non-stop growth trend In the
1980's. Desroches and Jog (1989) support Stevens' findings. They found that all the
changes experienced by the CEO's they interviewed were judged to be positive. The most
positive changes were in restructuring the organization (94.1% of respondents),
communications in general (89.2%), and labour relations (89.1%). The least positive changes
were in decision making (58.5%) and in the CEQO's themselves (65.6%).

The PO experience, and in particular, Québec’'s QSSP experience, is generally seen
as positive by company CEO's. This seems to be in spite of the general lacklustre price
performance of IPO's in the after market (Information on this after market performance was
presented at the beginning of this section). There seems little doubt, then, that the success of
a company's IPO experience cannot be measured simply by its stock performance. Other,
non-financial changes must compensate for this frequently weak stock price performance.

The IPO Window

The contention of Ritter et al. (1988) that the IPO market has only come into its own in
the 1980's is supported by the growth 1n both the number of IPO's and the amount of money
they raised; several years have been record breaking duning the 1980's (Farrel, 1982;
Fineberg, 1987; loannou, 1983; Russell, 1985). Increased voiume does not seem to mean
increased stability or predictability, however. Nineteen eighty one set a new record with 130%
more money raised than in 1980, but 1982 appeared "to be chilly indeed" (Farrel, 1982).
Then, in 1983, loannou reported that "Wall Street's appetite for new issues 1s back with a
vengeance' (p. 36). There was another decrease in 1984 and 1985, but Fineberg (1987)
reported that "the strong bull market of 1986 sent the Dow Jones Industrial Average up 22.6%
and drew a record 717 initial public offerings, which raised a record 22.4 billion dollars, far

surpassing the previous record of 12,5 billion doliars set in 1983...there’s a good chance,
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many observers feel, that 1987 could set new records for the number of issues and the
amount they raise* (pp. 47, 48). The Inc. 100, an annual ranking of the 100 fastest growing
publicly held smaller companies in the U.S., reported in their 1987 review that almost half of
these companies had gone public during the boom IPO years 1983 and 1986 (The inc. 100,
1987).
The IPO market is volatile not only from year to year but also from one industrial sector
to another. The 1982 to 1985 period showed the following variations by sector (Jacobs,
1986):
- The mining and construction sector accounted for 32.6% of the dollar amount
of all IPO's in 1981, but only 1.6% of the dollar amount of all IPO’s in 1985;

- The high tech manutacturing sector hit a high of 27.9% (of the dollar amount
of all IPO’'s) in 1983 and a low of 4.3% in 1985;

- The wholesale and retail trade sector accounted for 11.6% in 1983 but only
half that porportion, 5.2%,in 1985;

- The finance, insurance, and real estate sector accounted for a whopping
63.4% of all the IPO dollars in 1985, as compared to its relatively paltry
performance of 10.4% in 1981.

The statistics reported by different sources show some rather marked variations (see
Table 3: The IPO Market, 1972 to 1985). Nevertheless, all source= confirm the volatility of the
IPO market. Some sectors of industrial activity and some periods of time are clearly more
propitious than others for going public. When this so-called IPO window opens, *you'll see a
wider and wider variety ot companies going public - from fast foods to high tech” (E. Geduld,
quoted in loannou, 1983, p. 36). On the other hand, when the window closes, “underwriters
and entrepreneurs are finding that pricing IPO’s is a more excruciating exercise than ever"
(Fineberg, 1984, p. 39). Fineberg goes on to report that as many as 40% of 360 companies in

registration decided to postpone their offerings untii market conditions improved. Paul
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Stevens summed it up succinctly: *In a bad market the filter becomes tighter; only the best
can go through* (quoted in Farrel, 1982, page 32).

The IPO may be, in fact, a significant organizational transition, and the important
issues that accompany this transition may be both predictable and manageable. It is clear,
however, that many factors other than a company’s readiness or maturity determine whether
or not the IPO will occur at all, and if it does occur, when it actually does take place.

Summary

The principle objective of this research was to develop and test a new method for
carrying out a problem-seeking, organization-wide needs assessment. This is reflected in the
first line of the title of this dissertation: "Needs Assessment for Predictable Organization
Transitions". This method will provide a way to diagnose changes so that the organization can
adapt more successfully.

Testing this method requires a suitable context; one in which there 1s a population of
organizations facing similar transitions. The SMB population was chosen as this context
because existing literature on organization life cycles provides a basis for expecting
predictable transitions, and the IPO event provides a specific transition with a readily identified
population.

These two elements, the research process and ting research context, provide the
essential elements for the conceptual model that frames this study. Each of these elements
will be looked at in turn. They will then be recombined to form the conceptual model for this
research,

The Research Process
The needs assessment literature was divided into three groups:
1. One group creates instruction without any formal use of needs assessment.
(Task analysis, however, is carried out as a part of this instructional design

process.) This can be considered as the first stage in the evolution of needs
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assessment; it is to design instruction to learn the tasks in a job or a subject
area.

2. The second group focuses on designing instruction to solve an identified
performance problem. Their needs assessment describes the performance
discrepancy, and this is their starting point. This group also recognizes that
instruction is not the only solution to performance problems. This can be
considered as the second stage in the evolution of needs assessment; it is to
design instruction or other interventions to solve and identify performance
problems.

3. The most recent stage in the evolution of needs assessment adds two new
dimensions. First, needs assessment is seen as an activity that can be used
to identify important performance problems, rather than simply analyzing
already identified problems. Second, adopting the systems perspective leads
to a focus on the larger system, or the organization, rather than simply looking
at specific tasks, Jobs, or subject areas. This approach does not negate the
previous stages, it simply goes further.

The problem-seeking, organization-wide needs assessment of this study 1s part of this

third group. It is buiit from the work of others in this group (Kaufman and English, 1979,
Mayer, 1986; Rossett, 1982, 1987). One new dimension added to their work i1s the model
building activity that preceded the active data gathering at the needs assessment site. This
preliminary model, based on literature about the research context (in this case, the IPO),
provides new guidance in the needs assessment search process. An additional benefit from
this step is that this model is empirically tested at the same time that the needs assessment is
undertaken. This in itself may represent a usefu! contribution to the literature about the
research context (i.e., the IPO or any other predictable organization transition).

These three stages in the evolution of needs assessment are shown in Figure 3. The
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Evolution of Needs Assessment.
Figure 3

The Evolution of Needs Assessment

Stage 1 Stage 2 Stage 3
. Design instruction . Solve performance . Identify performance
problem problem
. Instruction not . Consider total
the only solution system (organization)

The Research Context

The research context was the IPO event in the organization life cycle. One important
reason for selecting this context was that there is literature on both life cycle theories and the
IPO event. The life cycle literature provides the theoretical basis for expecting predictable
transitions in all independent private companies that become public companies for the first
time, while the IPO literature provides guidance in identifying the important issues
organizations will face in making this transition. it was from this literature that the PIM was
developed. This model provided important structure and guidance to the needs assessmerit
activities undertaken. The research resuits are the learning needs of the new public company.
These results were also used to both validate and improve the model. These activities are

shown in Figure 4: The Research Context,
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Figure 4

The Research Context

Literature review
(life cycle and IPO)

—» Develop Model
(PIM)

Validate and
extend model €— Test model

identify needs

The Conceptual Framework

The relationship between the research process and the research context provides the
conceptual framework for this study. The problem-seeking, organization-wide needc
assessment method was developed from the needs assessment literature. It was then apphed
to the IPO event in the organization life cycle. The results show the issues that need to be
addressed by new public companies. This needs identification provides the critical input into
a more complete front end analysis that goes on to prioritize these needs, to identity and
select appropriate interventions to address these needs, and then to develop and test these
interventions prior to full scale implementation (Romiszowski, 1981). This conceptual model,
showing the research process, the research context, and the application of the results is
presented in Figure 5: The Conceptual Model. The activities of this study are best understood

with reference to this framework.
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Figure 5

The Conceptual Framework
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CHAPTER i1t
METHOD

The nature and purposes of the research should guide the development of a research
design and methodology, not the other way around. In the situation at hand, there is a weak
literature base with minimum direct research evidence. The general questions of how to
perform a needs assessment for SMB'’s (Small and Medium Sized Businesses) and, in turn,
how to identify meaningful target audiences within this population are not well answered
through current knowledge. The specific focus of this study, a needs assessment of SMB's
that become public for the first time, has not been studied in any depth before. Research in
these areas is, therefore, of an exploratory nature in the attempt to understand the nature of
these organizational changes, to develop appropriate methods for perfaorming this type of
needs assessment, and to prescribe effective interventions for managing these changes.

Needs assessment models as espoused by Romiszowski {(1981), Kaufman and English
(1979), and Gilbert (1978) suggest the need for detailed data gathering at the level of
organization goals and gaps in order to determine the behaviour changes (learming) required
in the IPO transition. Other more traditional needs assessment models (Gagné and Briggs,
1979; Mager and Pipe,1970; Friesen, 1971) are not appropriate to understanding the IPO
transition. The management and executive jobs are too complex and inter-related to be
meaningfully analysed from a behaviourial objectives perspective.

The object under study is an organizational change process. The needs assessment
seeks to identify the elements that make up the *desired performance” as a basis for
comparing the actual performance of companies. This is the basis for a needs assessment.
in order to determine this desired performance (i.e., what issues have to be addressed and
how companies can handle them), multiple sources of information are used in this study to
ensure reasonable reliability. The impact of becoming a public company will be felt in difterent
ways by different persons in the organization. In addition to the CEO and VP of Finance. who

would normally be expected to play major roles in these transitions, human resource
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managers, department or division managers, and outside advisors, particularly members of the
Board of Directors, would all be potentially useful sources of information about the changes a
company may be going through and how it is handling them. The use of these various
sources of information provides for what Denzin (1970) refers to as data triangulation.

There are few objective measures to identify or track most of the anticipated changes.
Company records can provide some of the facts of the company’s history, growth, and
performance, but decision processes, management style, changes in organization structure,
strategic thinking, and growth potential require information from the *actors" in these
processes if these changes are to be well understood. The use of different data collection
methods in this study - interviews, non-participant observation, company archives, and
published documents - provides for what Denzin (1970) terms methodological tnangulation.

The use of more than one interviewer and more than one person for data coding
provides a measure of investigator triangulation (Denzin, 1970). These various types of
triangulation increase the confidence that can ke placed in the results, although Jick (1984)
correctly points out that it is not correct to assume that each of these data collecting
instruments is equally good; some of the triangulated elements will be more sensitive than
others to the phenomenon under study. Nonetheless convergence inspires confidence.

This need for triangulation to ensure reasonable reliability, together with the need for
indirect approaches in such an exploratory investigation, suggest a small sample study. A
qualitative, case study approach is arguably the most suitable approach to a research
investigation of these issues.

Qualitative Methodologies

Morgan and Smircich (1980) categorize research approaches along a
subjective-objective continuum in order to clarify the assumptions underlying different research
approaches. They conclude that "qualitative research stands for an approach rather than a

particular set of techniques, and its appropriateness - like that of quantitative research - is
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contingent on the nature of the phenomena to be studied" (p.499). Furthermore, "the label
qualitative methods has no precise meaning in any of the social sciences. It s at best an
umbrelia term covering an array of interpretive techniques which seek to describe, decode,
translate, and otherwise come to terms with the meanings, not the frequency, of certain more
or less naturally occurring phenomena in the social world* (Van Maanen, 1984, p. 9). Bogdan
and Biklen (1982), however, do identify five characteristics of qualitative research that map

clearly onto this study:

1. The natural setting is the direct source of data.
2. Qualitative research is descriptive.
3. Qualitative research is concerned with process rather than simply with

outcomes or products.

4. Qualitative research tends to analyse data inductively.

5. *Meaning' is of essential concern. Qualitative researchers are concerned with
participant perspectives (pp. 27-30).

The specific research method for this study was developed principally from the work of

three qualitative researchers:

1. The assumptions underlying the naturalistic paradigm presented by Lincoln
and Guba (1985} and by Guba (1979) are relevant for this study. These
assumptions include "the assumption of multiple reality" (p. 269), i.e., that the
perspectives of different actors must all be considered in establishing "a
pattern or ‘web’ of truth” (p. 270); the assumption that subject and object
inevitably interact and this should be taken into account; and the assumption
that “all phenomena are contextually determined* (p. 270). This naturalistic
paradigm is intended to uncover meaning, develop understanding, focus on
holistic, emergent patterns and methods, and remain open to all the factors

that can influence outcomes. Furthermore, Guba suggests that "most
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Naturalistic inquiries are best reported in a case-study format." (Guba, 1979,
p.276). All of these aspects of this naturalistic approach make it a useful
paradigm for developing the research methodology.
Glaser and Strauss (1967) developed an approach to systematically gather
data for purposes of discovering or developing theory. The theory is
*grounded" in real life data, with its complexities, and they argue that their
approach can make useful contributions to sociological research. This study
is exploratory and searches to establish a model of the IPO transition as a
predictable organization change phenomenon. Glaser and Strauss’
admonition to remain grounded in the data is an important principle in the
design of the method for this study.
Mintzberg (1979b) has charactenized his approach to researching patterns of
behaviour in organizations as "direct research®. This approach is inductive
and is "grounded” in his data. It falls into the category of what Harrigan (1983)
describes as a fine-grained, or qualitative, approach. (Harrigan (1983)
categorizes research methods along a continuum of fine-grained to
coarse-grained. Fine-grained research draws out important details that help in
understanding the complexities of individual situations. They suffer from a lack
of generalizability. Coarse-grained methodologies, on the other hand, use
large amounts of data in order to apply statistical techniques that allow for
generalizibility of results, but they suffer from a loss of detail for explaining
processes.) Some of the themes Mintzberg identifies as part of his approach
to "direct research" include that it is descriptive and inductive, yet systematic; it
is measured in real organizational terms; and it uses anecdotal as well as
more systematic data to develop theories about organization structure and

behaviour.
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The methodological requirements for the proposed study include intensive
investigation of the organizational change process through direct contact with the situation
The purpose is to enhance our understanding of an organizational change process in order to
assess how it is managed and how it can be facilitated. The appropriate methodology will be
fine-grained in order to understand a complex situation; it will be *direct* (descriptive,
inductive, and systematic); it will be naturalistic (in its intent to uncover meanings and its focus
on systemic patterns in the organization transition process); and it will be grounded (in its
explicit reliance on verifiable data drawn primarily from the actors in the situation). A
qualitative, case study methodology was chosen.

The Case Study Design

Case studies suit an exploratory study; they *become particularly useful where one
needs to understand some particular problem or situation in great depth, and where one can
identity cases rich in information" (Patton, 1980, p. 19) ‘“In general, case studies are the
preferred strategy when ‘how’ or ‘why’ questions are being posed, when the investigator has
little control over events, and when the focus is on a contemporary phenomenon within some
real-life context" (Yin, 1984, p. 13). A single case can provide a wealth of data.

Bogdan and Biklen {1982,p. 59) describe the design of case study research by
analogy to a funnel:

The general design of a case study is best represented by a funnel. The start of the

study is the wide end: the researchers scout for possible places and people that might

be the subject or the source of data, find a location they think they want to study, and

then cast a net widely trying to judge the feasibility of the site or data source for therr

purposes. They look for clues on how they might proceed and what might be feasible

to do. They begin to collect data, reviewing and exploring it, and making decisions

about where to go with the study. They decide how to distribute therr time, who to

interview and what to explore in depth. They may throw aside old ideas and plans
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and develop new ones. They continually modify the design and choose procedures
as they learn more about the topic of study. In time, they make specific decisions on
what aspects of the setting, subject, or data source they will study. Their work
develops a focus. The data collection and research activities narrow to sites, subjects,
materials, topics and themes. From broad exploratory beginnings they move to more
directive data collection and analysis.

In this study preliminary investigation identified possible research sites, data sources,
and many of the issues of concern. The Preliminary IPO Model (PIM) was developed to guide
the data collection and analysis Thus, the initial work was effective in narrowing down the
funnel to provide a focus for data collection and analysis.

Two case study companies were initially identified for investigation in this research.
The first step was to be the identification of the transition issues faced by each company and
how these issues were addressed. These individual case studies were then to provide the
basis for the needs assessment (1.e., what are the transition issues and how are they
handied), while the comparison of the two cases was designed to provide some prescriptive
guidelines. The study was planned as a comparative case study of the situational analysis
type (Bogdan and Biklen, 1982, pp. 62, 65).

Subjects

Sample companies were selected from a list of private independent businesses in
Québec that went public for the first time between 1981 and 1984. The Québec Stock
Savings Plan (QSSP) encouraged Québec companies to go public over these years, so there
were more new public companies in Québec than in previous years. The °IPO window" was
wide open. The time frame of 1981 to 1984 was selected in order to identify companies for
whom the experience was still somewhat new, but not so new that they would be unable to
discern its impact.

Two companies were sought in order to assess whether or not companies that are
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successful in their IPO identify and address these transition issues differently from companies
that are less successful. The "more successful* IPO company was to be seiected on the basis
of its having achieved better than average growth in its share price and in the volume of
shares traded. These indices show the interest of the investment community in the new pubiic
company and their evaluation of its continuing success as a company. The *less successful
company" was to be selected for its below average performance on these same measures. In
addition, selection of companies considered the age of the company, its size at the time of the
PO, the size of the offering, its industry, and the possibilities for entry as a researcher. it was
hoped that the two companies selected would be reasonably matched in these areas so that
meaningful comparisons would be possible.

Selection Procedure

The first step in the search for subjects was to identify the population of new public
companies in Québec between 1981 and 1984. Various published listings were consulted
("Regime d'epargne-action®, 1986, p. 67; Les tires REA, 1985; Levesque Beaubien, 1986).
These documents were not readily reconciled into a single complete list until a publication of
the Montréal Stock Exchange (MSE) was found (Martin, 1985). This list showed that there
were three IPQO's in 1981, none in 1982, eight in 1983, and 21 in 1984. Thus, 32 IPO's were
considered in total (see Table 4: Sample Selection Spreadsheet).

The first selection critena required the identification of companies that had recently
gone public for the first time after having been private, closely heid, owner/managed
companies - this transition was the focus of this study. Not all IPO’s fit these cnternia. Some
are spinoffs from larger companies (e.g., a management buyout of a division), some are
launched with the IPO and have no prior history as a private company (e.g., mining
exploration companies), some may have prior experience as a public company or be owned
and controlied by an already public company, and some are special cases judged to be

clearly non-typical (e.g., brokerage firms, financial institutions). Companies that were more
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than 75 miles from Montréal were also eliminated as infeasible.

Initial information on each of the 32 IPO's considered was compiled based on
information published by the Investment Dealers Association of Canada (iDA, 1986), as well as
each company's IPO prospectus and other information from the public dossiers of the MSE.
Seventeen were eliminated in this process because they did not meet the selection criteria. A
profile card was deveioped for each of the remaining 15 firms (see Figure 6: Sample Selection
- Initial Company Profile Card).

Each of these 15 firms was contacted in order to arrange an initial meeting to assess
the feasibility and mutual interest in pursuing this study. Two companies were not interested,
one was a public company but was not listed and did not trade on any exchange, one had
been started by a consortium of public companies and had executive offices in Mississauga,
Ontario, and one was a management buyout of a division of a large corporation. Personal
interviews were completed with the remaining eight firms. Four were either not interested or
were not able to provide the time required. The remaining four were agreeable, however, it
proved impossible to schedule a follow up meeting with one (ten telephone calls were made
without results) and another was judged as atypical (the company used the IPO proceeds to
buy into a different industry and the owners remained uninvolved in the new operations). The
remaining two companies made up the study sample (see Table 5: Sample Selection

Summary).



Figure 6

Initial Company Profile Card
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Initial Co. Profile 6/86
Co. Name: inc. date: IPO date:
Address: Founding: #shares ('000):
Tel: price:
Description: tot $ (mil):
Main underwriter:
% owned
Ownership: Name Position at IPO Other underwriters:
Fin. Summary '85 '84 '83 ‘82 '81 ‘80 ‘79 '78
Sales ($mil)
Profit ($mil)

Tot. Assets ($mil)

# Employees (Que)
Trading vol. (000's)
Price 12/31 (Hi/L)
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Table 5

Sample Selection Summary*

Companies eliminated
Too far (1, 3, 18, 12, 25, 26, 30%) 8 companies
Special case - mining (15, 23, 29, 31)
- brokerage (5, 22)
- financial institution (13, 24)
- spin off or mgt. buyout (6, S, 27)
- consortium (7)
- not listed (20)
- interview denied - not interested or
no response (10, 16, 28) 3

2NN A

Interviews completed - not interested or no response
(4, 11, 14,19, 21)
- not suitable (2)
- agreed to study (17, 32)

N =W

8
32 companies
I

* numbers in brackets correspond to company number from Table 4: Sample Selection Spreadsheet.

The two companies that took part in this study were Groupe Transcontinental GTC Ltée (GTC)
and Télécapitale Inc. (renamed as Pathonic Network Inc. [Pathonic]). The *more successful” - *less
successful® pairing that was hoped for was not realized. Both companies were above average in
share price growth and trading activity. Other, less successful companies would probably be less
inclined to participate in a study such as this and the initial hope for this pairing may, in fact, have
been too optimistic.

The selection of GTC proved to be fortunate because GTC had been part of an earler study
on the same topic (Persiko, 1986) and interview tapes from that study were available for review and
transcription. Interview data was therefore available from two different years (1986, 1988) and in some
cases the same persons were interviewed in both years. This longitudinal dimension and the fact that
two different interviewers were used improved the triangulation and added to the trustworthiness
(reliability) of the data. Furthermore, GTC proved to be cooperative and gracious in supporting the
study activities and interviews were frank and open. One example dramatically illustrates this gracious
cooperation: M. Vachon, Plant Manager at the St. Hyacinthe plant, provided a plant tour after the

scheduled interview and followed this with a lunch invitation. He spent close to four hours with this
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researcher, despite the facts that he had jus! returned to work after a painful ankle fracture and they
had had a press breakdown at 3:00 a.m. the previous night; he expected to be at work until 9:00 p.m.
that night.

The case study of Pathonic was less successful. Inteiviews were completed and transcribed
as planned with six managers and executives. The frankness of the GTC interviews was not as
evident at Pathonic. The researcher sensed in several interviews that some information was being
withheld and in at jeast two interviews the interviewee stated that he was unable to speak about
certain events that would help answer some of the interviewer's questions. Subsequent to the
interviews it became public that thi2 company was being acquired by Télé-Métropole and would not
longer trade under its own name. Research into the company’s history also showed that it had
previously been a public company and was subsequently privatized under new ownership. There had
been several ownership changes in the company's history and the 1984 public issue was not, strictly
speaking, the first experience of the organization with becoming a public company. This, combined
with the fact that its existence as an independent and widely traded public company ended four years
later in 1988, effectively disqualified Pathonic as either a reliable source of information or a reasonably
representative company situation. No other companies from the study population met all the pre-
established criteria and the study collapsed into a single case study, albeit with two different data
collection periods (1986 and 1988) and two different researchers (R. Persiko and R. Dainow).

Materials

An Interview Questions List was prepared as a guide for the company interviews. Questions
were developed in each of 20 areas where the PIM suggested the IPO event might have an impact.
Four other issues were also considered. A total of 127 question sets were devised, with some
indication of whici: persans would be most appropriate and what other sources might triangulate most
readily in each area. It was still not possible to ask each respondent all of the questions on the
Interview Questions List (see Appendix A: Interview Questions List). It was used, however, as an

active guide for both planning and carrying out the interviews. It is the main link between the
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Preliminary IPO Model (PIM) and the actual data collected; it provided the clarity and focus necessary
to avoid the problems of *research projects that pretend to come to the study with no assumptions
[and] usually encounter much difficulty... The risk [of having a rough working frame] is not that of
‘imposing’ a self-blinding framework, but that an incoherent, bulky, irrelevant, meaningless set of
observations may be produced, which no one can (or even wants to) make sense of* (Miles, 1984, p.
119). Mintzberg (1979b) echoes the sam:= need for a guiding framework: *No matter how small our
sample or what our interest, we have always tried to go into organizations with a well-defined focus -
and to collect specific kinds of data systematically® (p. 585).
Procedure

The procedure in this study followed Lincoln and Guba's (1985) guidelines for establishing the
study and setting up interviews. Interview tapes were then transcribed and coded so that intercoder
reliabilities could be established. The last steps in the procedure - transcript coding, sub-coding. and
analysis - were only completed after the intercoder reliabilities had been established.

Establishing the Study

Lincoln and Guba identified four items that require early attention in a naturalistic inquiry:
*Making contact and gaining entry to the site; negotiating consent; building and maintaining trust; and
identifying and using informants® (1985, p. 252). Each of these items and its place in this study will be
dealt with in turn:
1. Making Contact and Gaining Entry

In this study, initial contact was always at the CEO level, since he was judged the critical
gatekeeper. The purpose of the study was explained and the role of participating companies was
described. It was this interview that was to provide initial entry into a subject company.
2. Negotiating Consent

Negotiating consent began with this initial contact and culminated with the signing of a
Research Cooperation Agreement by the CEO and a Permussion to Quote Form by each respondent

interviewed (see Figure 7: Research Cooperation Agreement and Figure 8: Permission to Quote Form}.
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The Research Cooperation Agreement was presented and discussed at the start of each new

interview.
3. Building and Maintaining Trust

Lincoln and Guba (1985) argue that establishing trust is an ongoing process, necessary with
each new respondent. In this study, the CEO of GTC sent a memo to each of the planned
interviewee's to explain the study and encourage their cooperation. A copy of the Research
Cooperation Agreement and the prior study by R. Persiko were attached. (See Figure 9: GTC
Introduction Memo.) This helped a great dea in establishing credibility and trust within the
organization. Responses were frank and open from virtually everyone at GTC, suggesting that they
had little or nothing to hide.
4. ldenufying and Using Informants

Guba and Lincoln's (1985) fourth item requiring early attention is finding and using informants,
key people who are not only sources of information from the situation under study, but also
collaborate with the inquiry team. All those interviewed in this study acted as informants in that they
were actors in the GTC situation, but none acted simultaneously as a member of the inquiry team to
help in the interpretation of data. The use of informants in the full sense described by Lincoln and

Guba was not, therefore, achieved in this study.



Needs Assessment 58

Figure 7

Research Cooperation Agreement

CONCORDIA
UNIVERSITY

RESEARCH COOPERATION AGREEMENT

Mr. Rob Dainow, a Lecturer in the Management Department of Concordia
University and a Ph.D. student 1in the Educational Technology Proyram at
Concordia University, is undertaking a research study at GTC Ltée. This
research will form part of nis Ph.D. dissertation, and, upon successful
campletion, the dissertation remnains an unpublished gocument, but one that is
available on a special order basis. The purpose of the research study 1s to
determine the nature of the chanyes in a company's operations and management
as it moves from being a private, closely held corporation to a public
corporation with more widespread shareholders.

Individual interviews will be the principal method for collectiny
information about GTC Ltée. and how it has evolved and continues to evolve.
Each person participating in an interview will be given a copy of this
Research Cooperation Agreement in order to assure that each understands the
purpose of the study and their role in it.

A1l information provided to the researcher in an interview will be kept
confidential., Direct quotations will be used only if permission is granted,
A1l information gathered will be transcribed and then coded for subsequent
analysis by the researcher. This information will not be readily available.
Access will be provided only on a clear need-to-know basis. It must be
recognized, however, that anonymity cannot be absolutely guaranteed since
research records have no privileged status under the law and can be subpoenaed
should a case emerge (a highly unlikely outcome}.

GTC Ltée., and each individual asked to participate, maintain the rignt
to withdraw from this study at any time, simply upon written notification to
the researcher, Rob Dainow. Participation is; refore, fully voluntary.

Ré&mi Marcoux y ///[//C < —
NAME SIGRED/
Chairman of the Board ' 74 /7//
and Chief Executive Officer /. ) 4
V4
/

POSITION DATE
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Figure 8

Permission to Quote Form

PERMISSION TO QUOTE

If the researcher is to be permitted to quote you, please sign below,
indicating whether or not these quotations can be attributed to you.

Yes, | agree to be quoted, and these quotations can be attributed to
me.

Yes, I agree to be quoted, but these quotations cannot be attributed
to me.

No, I do not agree to be quoted.

SIGNED DATE
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Figure 9

GTC Introduction Memo

..3::::3::3:’ Groupe 375, boul. Lebeau . s
-4 - Ville Saint-Laurent (Québec) HIN 1
238280eee o Transcontinental  t1yspnone: (514 337-8560
sssssses” LY GG Itée Teélex: 05-825642
A : R. Bélair, R. Faucher, R. Gagnon, C. GanTile, .J.-Nepveu
M. Vachan

RE Remi Marcoux

DATE : 4 février 1988

Au début de 1986, M., Robert Persiko, é&tudiant pour |'obtention
d'un MBA & |'Université Concordia, a fait une étude sur le com-
poriement et |'expérience d'une société privée qui devient pu-
blique. Son travail a &té supervisé par le professeur Robert
Dainow qui, aujourd'hui, désire complater ce travail qui servi-
ra de thése pour |'obtention d'un Ph. D.

Vous Trouverez ci-inclus un "Research CooperaTion Agreement”
que j'ai signé avec Robert Dainow qui vous solliciTera une
enTrevue enregistrée qui dure environ une heure. |l & qéve-
loppé un plan de travail qu'il suivra avec chacun de vous.

Je vous demande votre collaberation pour faciliter les recher-

ches de Robert Dainow, lesquelles servironT a2 toute la commu-
nauté.

Rémi
P
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Interview Coding and Intercoder Reliabilities

Eight interviews were conducted at GTC in 1988 and tapes from five interviews from 1986
were also used; six interviews were conducted at Pathonic in 1988. All of these interviews were
transcribed and vernfied (see Figure 10: Interviews Transcribed).

Transcript venfication involved listening to the interview tape in order to correct any
transcription errors. The corrected transcripts were then reviewed to establish the main themes and
topics. Notes were made of each transcript and these were organized around the topics of the
interview. Many preliminary codes were used. All of these were listed and the frequency of use for
each code was counted. Initial coding categories emerged from this sifting and organizing. The
transcripts were then analyzed using these initial codes to test how well they would work to organize
the data meaningfully. There were no empty code categories and the statements within each code
category did reftect a consistent theme. This approach is consistent with coding guidelines provided
by Bogdan and Biklen (1982), Miles and Huberman (1984), and Fleet and Cambourne (1989).

The next step was to determine if these codes could be reliably applied to the case study
data. Intercoder reliability tests were undertaken before proceeding further with the analysis. The first
intercoder reliability test provided mirnimal training or orientation to the coder. A description of the
Coding Rules and a Code List were provided (samples are shown in Appendix B: Coder's Package)
and a sample of an already coded transcript was reviewed. The coder was then asked tc identify the
relevant segments of the transcript and apply the appropriate code to each. The reliability was
measured as: Number of agreements / (number of agreements + number of disagreements). This is
the measure provided by Miles and Huberman (1984, p. 63). It was 27% on the first reliability test and
54% on the second one (using a different transcript). Two other coders, more famihar with the
business management terminology and ideas expressed in many of the transcripts, were expected to
achieve higher rehabilities. Their scores ranged from 19% to 46% (see Table 6; Intercoder Reliabilities

- Firat Tnal). An intracoder reliability test by the researcher gave a score of 65%.
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Figure 10

Interviews Transcribed
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Person Interviewed Position in Company Dates
M. Rémi Marcoux President & CEQ, founding partner March 1986
February 1988
March 1988
M. Robert Faucher V.P., Finance March 1986
February 1988
M. Rodrigue Gagnon V.P., Human Resources February 1988
M. Jacques Nepveu Corporate Secretary February 1988
M. Cam Gentile President, Trans Continental March 1988
Printing (ITC)
M. Roger Belair President, Composition Contact February 1988
(part of ITC)
M. Michel Vachon Plant Manager, St-Hyacinthe March 1988
M. Claude Dubois Executive V.P., founding partner March 1986
M. Jean Aubent V.P., Development March 1986
M. Pierre Brunet Director; President, Levesque Beaubien March 1986
GTC Total: GTC Total: 13
10 persons interviews
M. Paul Vien President & CEO February 1988
(2 interviews)
M. Gilles Leduc Executive V.P., Sales May 1988
Mlle. Renée McKibbin Corporate Secretary
M. Bernard Fabi Senior Executive V.P. &
Executive V.P., Programming May 1988
M. Jules Bellegarde Executive V.P., Finance May 1988
M. Jean-Marc Beaudoin Station Manager (Québec City) May 1988

Pathonic Total:
6 persons

Pathonic Total:
7 Interviews
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Table 6

intercoder Rehabilities - First Trial

Transcript Coded by* Date Agreement %
R. Belair CA 9/21/88 10/37 = 27%
P.G. 10/27/88 12/47 = 26%
JK 10/27/88 13/37 = 35%
R. Marcoux, 3/88 CA. 9/28/88 13/24 = 54%
P.G. 11/14/88 7/37 = 19%
J.K 11/14/88 13/28 = 46%
TOTAL 3 coders 6 trials 68/210 = 32%

(2 transcripts)

* CA = Cheryl Amundsen 2 transcripts; 23/61 = 38% av.
PG = Pascale Guillon 2 transcripts; 19/84 = 23% av.
J.K = James Kendrick 2 transcripts;  26/65 = 40% av.

The second intercoder reliability tests provided more complete coding training. The
PIM was explained (using an extract from the dissertation proposal), a list of Code Definitions
was added to supplement the Code List and the Coding Rules, and some basic information
about GTC was provided (an organigramme and a performance summary). (See Appendix 8:
Coder's Package.) One or two samples of already coded transcripts were also provided and
there was some discussion of coding differences after each transcript coding was completed
and scored. This was a more concerted effort to teach coders the desired method than had
been foliowed in the first trial. Three coders coded 11 transcripts. Reliabilities ranged from
15% to 59%; the overall reliahility, 33%, was hardly better than the 32% overall reliability from
the first trial (see Table 7: Intercoder Reliabilities - First and Second Trials). An analysis of the
reliabilities of individual codes showed considerable variation (from 0% to 57%) but the picture

was still unsatisfactory (see Table 8: Individual Code Reliabilties - First and Second Trials).



Needs Assessment 64

Table 7

Intercoder Reliabilities - First and Second Trals

Coded by’  Date Agreement %
Transcript
First Trial
R. Belair CA. 9/21/88 10/37 = 27%
P.G. 10/27/88 12/47 = 26%
JK. 10/27/88 13/37 = 35%
R. Marcoux, 3/88 C.A. 9/28/88 13/24 = 54%
P.G. 11/14/88 7/37 = 19%
J.K 11/14/88 13/28 = 46%
SUB-TOTAL 68/210 = 32%
Second Tnal
J. Nepveu J.G. 4/17/89 10/42 == 24%
P.G. 5/2/89 11/42 26%
J.K 6/3/89 7/26 26%
C. Gentite {p. 1-15) J.G. 4/23/89 13/22 = 59%
C. Gentile (p. 16-30) J.G. 4/28/89 11/25 = 44%
P.G. 4/28/89 13/28 = 46%
J.K 5/11/89 6/21 = 29%
R. Marcoux, 2/88 J.G. 5/15/89 8/15 = 53%
P.G. 5/15/89 5/19 = 26%
J.K 6/3/89 4/26 = 15%
R. Gagnon JK 6/3/89 7/26 = 26%
SUB-TOTAL g95/292 = 33%
TOTAL 4 coders 17 trials 163/502 = 32%
(7 transcnipts)
* C.A. = Cheryl Amundsen 2 transcripts 1988; 23/61 = 38% av.
P.G. = Pascale Guillon 2 transcripts 1988; 19/84 = 23% av.
3 transcripts 1989; 29/89 = 36% av.
48/173 = 28%
J.K. = James Kendricl 2 transcripts 1988, 26/65 = 40% av.
4 transcripts 1989; 24/99 = 24% av.
50/164 = 30%
J.G. = Joseph Galli 4 transcripts 1989, 42/104 = 40% av.
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Table 8

Iindividual Code Reliabilities - First and Second Trials (for 10 codings)

Code Intercoder Reliability Rank
MGT STYLE 16/37 43% 3
CULT 517 29% 7
DECN MKG 12/22 55% 2
STRAT 8/32 25% 9
ORG STRUCT 5/16 31% 4
BD DR 0/5 0% 12
NEW FCTNS 6/21 29% 7
HRM 8/27 30% 5
STKS 17/30 57% 1
FIN 5/22 23% 10
GRWTH 3/21 14% 11
MKTS 3/10 30% 5
HIST 0/3 0% 12
TOTAL 87/267 33% -

Intercoder reliability measured as:

number of agreements

(number of agreements + number of disagreements)

The lack of substantial agreement among coders was a source of considerable
concern and delay. There was very little guidance from the literature in how to resolve this
problem. Several well-regarded books and articles on qualitative methods did not address
interobserver or interrater reliability (Bogdan and Biklen, 1982; Denzin, 1970; Patton, 1987,
1989; Whyte, 1984). Goodwin and Goodwin (1984) commented on this situation: *Given the
fairly obvious need to estimate this type of [interobserver] reliability, it is surprising that very
few examples of its use can be found in published accounts of qualitative evaluations" (p.
421).

Published studies that did address intercoder reliability covered a variety of coding

tasks: ldentifying predetermined categories of behaviour as *demonstrated* or *not
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demonstrated" (Strahan and Van Hoose, 1986); coding medical attending rounds according to
nine possible behaviours, eight possible contexts, and tour possible locations (Weinholtz,
Everett, Albanese, and Shymansky, 1986); coding responses to open-ended questions about
racial perceptions (Hillard and Jenkins, 1981); coding classroom behaviour into 57 code items
in eight categories (Bogdan and Biklen, 1982, p. 163); or using nine main codes and 91
sub-codes in a study of school improvements (Miles and Huberman, 1984, pp. 57-60). The
Strahan and Van Hoose study achieved interrater agreements of 75.9% (the method of
calculation was not indicated); Weinholtz et al. achieved interrater reliabilities over 65% on all
but one of 29 codes used in therr final tnal (calculated as an intra-class correlation); Hilliard
and Jenkins achieved intercoder rehability coefficients of .456-.976 on questions and .219-.937
on transcripts of discussions (the method of calculation was not indicated); and Miles and
Huberman (1984) suggest that "eventually, both intra- and intercoder agreement should be in
the 90 percent range" (p. 63).

Helmstadter (1964) did indicate that some charactenstics are easier to rate than
others: *The interobserver agreement 1s highest for those characteristics which are specific
entities rather than composites and for those characteristics which are directly descriptive of
one's behaviour rather than those derived indirectly by evaluation or by interpretations from
different behaviour ... In general, the further the characteristic 1s from a specific, readily
observed behaviour the less satisfactory the ratings will be* (pp. 193, 194). The inferental
nature of the coding task for this study helped to explain the relatively low reliabilities. Le
Compte and Goetz (1882) indicate that *ethnographers commonly use any of five strategies to
reduce threats to internal reliability: low-inference descriptors, muiltiple researchers, participant
researchers, peer examination, and mechanically recorded data' (p. 41). This study tried to
reduce the inferential nature of the coding task by reducing the number of codes and defining
them explicitly - two persons completed interviews and a total of seven different coders were

used in the inter- and intra-coder tests; and all interviews were tape recorded and transcribed.
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These features suggest enhanced reliability, but it was still clear that better intercoder
reliabilities were required. Other researchers with greater experience in coding qualitative data
were, therefore, contacted personally in the effort to find a solution to this critical problem (S.
Biklen, Syracuse University; H. Dimmock, University of Waterloo; R. O'Reilly, University of
Ottawa; L. Sandman, University of Minnesota; C. Weston, McGill University).

The problem was finally resolved when the coding task itself was more clearly and
appropriately defined. Coders had been required to both determine which text segments were
relevant and to then apply the most suitable code. The question was whether or not two
different people would code the same data in the same way, and so selecting the relevant text
segments was unnecessary. It simply confused the task and confounded the results. Text
segments were, therefore, predefined (by the researcher) and coders were asked to code
these already defined segments. Results improved immediately, dramatically, and
consistently. Intercoder reliability was 67% overall and intracoder reliability tests yieided an
88% overall reliability (see Table 9: Intra- and Intercoder Reliabilities - Defined Segments
Tests). The intercoder reliability trials had involved a total of 25 inter-coder tests, six different

coders (other than the researcher), and eight different transcripts.
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Table 9

Intra- and Intercoder Reliabilities (Defined Segments Tests)

Transcript RD Recode' Agreement % Other Recode'  Agreement %
Date Date
J. Nepveu 6/8/89 239 = 88%
33
R. Marcoux 2/88  6/9/89 10 = 83% TL- 6/29/89° 9 = 75%
12 12
R. Belair 6/12/89 24 = 92% TL-6/29/89 18 = 75%
26 24
JG - 7/4/89 16 = 62%
R. Gagnon 6/12/89 37 = 86% PG -6/14/89 27 = 69%
43 39
R. Marcoux 3/88  6/13/89 56 = 97% PG-6/14/89 17 = 81%
58 21
RS - 7/18/89 33 = 65%
51
R. Faucher 2/88  6/13/89 40 = 89% JG - 7/4/89° 11 = 73%
45 15
R. Marcoux 86 6/17/89 76 = 89%
85
C. Gentile 6/9/89 35 = 73% RS -6/19/89° 18 = 55%
48 33
TOTAL 1 coder 307 = 88% 4 coders 149 = 67%
8 transcripts 350 6 transcripts 21
8 trials

1) RD = Rob Dainow
TL = Tom Low
JG = Joe Galli
PG = Pascale Guillon
RS = Richard Schmid

2 1st coding trial

)] The last codes by JG were all incorrect before he abandoned this transcript; these 7
codes were omitted
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Code Analysis and Sub-Coding

There were 441 pages of transcript data. Coding these data into meaningful
categories was a necessary first step in the analysis. The next step was, therefore, to look at
the data in each code category. A review of only those items assigned to the same code
achieved two things: First, it verified the coding (items not properly coded did not fit); and
second, it provided a sense of the content of each category. The code category did, however,
still have too many data items for ready analysis without further sub-classification. Sub-codes
were therefore developed for each main code category. These sub-codes emerged fairly
readily from the data, partly because of the prior experience cf developing main codes, and
partly because it was a smaller set of transcript segments than had been considered in the
earlier development of the main codes.

The categorization into sub-codes created more coded units of data than were
originally defined in the main code (e.g., the Strategy main code had 41 text segments, while
the five sub-codes for Strategy had a total of 59 text segments). This increase in sub-coded
text segments was the result of some main code segments being sub-divided during the
sub-coding process and, in a few cases, more than one sub-code was applied to substantially
the same text segment. This code and sub-code analysis structure is shown in Figure 11:
Main Codes and Sub-Codes with Frequencies.

These coding and sub-coding procedures served to tabulate and compile the data.
The transcript data became organized by main topic, and within each topic the sub-codes
descnbed the substance ot what respondents reported. These transcripts were the main
source of data and they did incorporate the documents that were collected during interviews
(e.g., the 1988 Operating Plan, the GTC Organigramme). Data from other sources included
documents from the MEE, stock analyst reports, and magazine articles. These data were also
coded and sub-coded using the same coding scheme. As a result, all the data are analyzed

and reported using this same analytical framework.
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Figure 11

Main Codes and Sub-Codes with Frequencies

Code Main Code Sub Code Name Frequency
Abbreviation Name ot .
Occurence
BD DIR Board of 31
FORMAL Directors Formalization of procedures 7
DMFORM Formalization of decision making 20
DMCONS More coinservative decision making 4
DMCHG The changed decision 3
ATTIT Attitude to the Board 3
MEMS Board members & structure 7
CULT Cuilture 19
FAM GTC as a family 6
DYAP Dynamic, young, aggressive, proud 10
KEEP Keeping the culture intact 8
CMROLE Owner/manageré role in culture 6
DECN MKG  Decision 64
FSC Making Formalized, structured, consultative 32
ENT Entrepreneunal 7
FACT Fast & action-oriented 8
CARE More careful, canservative 12
LST Longer decision time; short-term onentation 14
OSH Concerns for outside shareholders 13
SIZE Impact of size & scale of operations 2
FIN Finance 30
TOOL New financing tools 18
MGT Financial management 5
OPPTY New opportunities 2
STRUC Structuring financing & deals 7
GROWTH Growth 55
MOTV Motives 17
METH Methods 26
PROB Problems or consequences 9
LOG Limits or opportunities for growth 13
FACT Facts and history 10
HRM Human 63
PPLE Resource People-centred 21
REC Management  Recruiting & induction 19
BENS Benefits 11
MOTN Motivation 16
THIN Human resources stretched too thin 16

POL Policy & structures 20
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Main Codes and Sub-Codes with Frequencies (cont'd)

Code Main Code Sub Code Name Frequency
Abbreviation Name of .
Occurrence
MGT STYLE Management 82
CHANGED Style Delegation 20
CHANGER Roles & responsibilities 25
CHANGES Styles & values 11
LVAL Leadership in values 16
LREC Leadership in recruiting 7
LMOT Leadership in motivation 5
FAST Fast action & reaction 9
CONS Conservative & consultative 11
MKTS Markets 21
CUSTS Customers 14
COMPN Competition 9
SUPP Suppliers 4
NEW FCTNS New 69
PR Functions Public relations 33
INFO Changing information needs 16
BF Bureaucratization & formalization 27
DDM - Delegation & decision making 12
ROLE Role changes (Marcoux, Faucher) 22
ORG STRUCT Organization 40
FORMAL Structure Formal structure (organigrame) 18
BUREAUC Bureaucratization 9
FORMALZN Formalization 7
DELEGN Delegation & decentralization 16
INFORMAL Informal networks 5
NEW OWNER Integrating new owners 3
STKS Stocks 48
PR Stock price impact on decisions 13
PRDR Reaction to stock price changes 11
MOT Stocks as motivation tools 10
SH Shareholder concerns 12
ST Structure of stocks 14
AQN Acquisition using shares 5
STRAT Strategy a1
VIS Vision 16
PLAN Objectives, plans & planning activities 24
PLANB Budgeting (as a planning activity) 7
AQ Acquisition strategy; motives, methods,
tocus, results 10
COMP Competitive strategy 3

* Total sub-codes frequencies exceed main code frequencies as a result of main codes beiny
subdivided or coded to more than one sub-code.



Needs Assessment 72

The Ethnograph software program was used to manage the data (Seidel, Kjolseth and
Seymour, 1988). This piogram, developed specifically to handle text data, re-organized the
coded and sub-coded data so that only those text segments coded or sub-coded in the same
way were grouped together. It provided a printout of all the text segments that were coded In
the same way. This permitted the analysis of each code and sub-code on its own. It also
ensured that all of the data deemed relevant to any topic were included in the analysis
process. These same activities could, theoretically, have been performed manually, but it
would have been practically impossible. An additional benefit of using the Ethnograph
program is that it forced the explicit identification of each text segment defined as data and
each code that was applied to that text. The result is not only a more comprehensive analysis
than is normally achieved with manual systems but aiso a more transparent process that can
be readily reviewed or rephcated.

The Results chapter presents the outcomes of this process and shows the
correspondence between this coding schema and the original PIM that framed the research

questions.



CHAPTER IV
RESULTS
Introduction and Overview

This study was seeking a more explicit understanding of the impact of the IPO event
on management behaviours and its implications for interventior n change. The literature
review and the Preliminary IPO Model (PIM) guided the data collection. Information was
collected largely from interviews in 1986 and 1988. Company documents were also collected
in thie course of the interviews and some observations were noted (including a few
photographs). Public documents were reviewed from the Montréal Stock Exchange (MSE)
Public Dossiers and Statistice Departments, from stock broker reports, and from newspaper or
magazine articles. Together, these sources provide the basis for the triangulation used in this
study.

This information was coded into 12 categories (main codes), and then each category
was analyzed using between three and eight sub-categories (sub-codes). The main codes
and their corresponding sub-codes are shown in Figure 13: Main Codes and Sub-Codes.
(Note that this same figure 1s presented with the frequency of occurrence of each main code
and sub-code in the Method Chapter. It is identified as Figure 11: Main Codes and Sub-
Codes with Frequencies.) These codes and sub-codes were developed inductively from the
data. The data collection was, however, guided by the PIM and the five resulting changes
proposed in the PIM were an important focus in the interviews and other data searches.

The PIM established five main changes in the IPO process (see Figure 12: Preliminary
IPO Model[PiIM]). The codes used as the basis for data analysis emerged from the data itself.
Twelve main codes were developed in this coding scheme. Five of these codes were the
same as the five changes of the PIM. Six of the seven others corresponded most closely with
one of the five changes in the PIM. The seventh code, Culture, was more ambiguous, but was
most closely associated with Management Style. Figure 14: Codes Map shows the

correspondence between the PIM changes and the main codes used. It is important to note
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that these correspondences were not exact and there was some overlap (e.g., the

Organization Structure code revealed information relevant to Management Style as well as to

Organization Structure).

Figure 12

Preliminary I1PO Model (PiM)

The facts about
going public

The possible impact on the organization

The resuling changes

1. Separation of
ownership from

- clean up books, records, agreements
- partners become managers

- change in mgt style

accountability
and disclosure
of info
(regulatory
requirements)

- new info systems ~ new reporting or control
possibiliies

~ restructuring of Board of Directors

- legal constraints on decisions (e g disclosure)

-~ formal wrtten plans (e g annual report)

- info available to competitors

-~ info available to suppliers, customers

management {new role definition) - change n org structure
- ownership can be valued and traded
-~ staff reward - loyalty of existing staff - growth potential (org )
recruting of new (executive) stat - growth potential (org )
—~ influence of stock prices on behaviour
disruption of work -~ growth potential (org )
- short-term perspective -~ changed decision making
- customers & suppliers as shareholders (increased -~ growth potential (org )
loyalty)
- new pr functions - change in org structure
- disclosure restrictions
to encourage trading ~ change 1n org structure
- acquisition possibilities (using shares vs cash) - growth potential (mkt)
-~ takeover possibilities (hostile, merger, sell out} - new dimension to
strategic thinking
2 Public - new auditing functions, new auditors -~ changed decision making

~ changed decision making

-~ changed decision making

-~ changed decision making

-~ changed decision making

- changed mgt style

-~ new dimension to
strategic thinking

-~ new dimension to
strategic thinking

- growth potential (mkt)

3. New sources of
funds (new
equity plus new
borrowing
possibilities)

< funds for internal expansion

acquisition possibilities (cash or shares)

- changed asset utilization, increased organization
slack, possibilities for decentralization, delegation, new
staff functions

1

- growth potential (mkt)
-~ growth potential (mkt.)
-~ changed org structure
- growth potential (org )
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Figure 13

Main Codes and Sub-Codes

Code Abbreviation Code Name
BD DIR Board of Directors
FORMAL Formalization of procedures
DMFORM Formalization of decision making
DMCONS More conservative decision making
DMCHG The changed decision
ATTIT Attitude to the Board
MEMS Board members & structure
CUuLT Cuiture
FAM GTC as a family
DYAP Dynamic, young, aggressive, proud
KEEP Keeping the culture intact
CMROLE Owner/manager$ role in culture
DECN MKG Decision Making
FSC Formalized, structured, consultative
ENT Entrepreneurial
FACT Fast & action-oriented
CARE More careful, conservative
LST Longer decision time; short-term orientation
OSH Concerns for outside shareholders
SIZE Impact of size & scale of operations
FIN Finance
TOOL New financing tools
MGT Financial management
OPPTY New opportunities
STRUC Structuring financing & deals
GROWTH Growth
MOTV Motives
METH Methods
PROB Probiems or consequences
LOG Limits or opportunities for growth
FACT Facts and history
HRM Human Resources Management
PPLE People-centred
REC Recruiting & induction
BENS Benefits
MOTN Motivation
THIN Human resources stretched too thin

POL Policy & structures



Figure 13

Main Codes and Sub-Codes (cont'd)
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Acquisition strategy; motives, methods, focus, results

Code Abbreviation Code Name
MGT STYLE Management Style
CHANGED Delegation
CHANGER Roles & responsibilities
CHANGES Styles & values
LVAL Leadership in values
LREC Leadership in recruiting
LMOT Leadership in motivation
FAST Fast action & reaction
CONS Conservative & consultative
MKTS Markets
CUSTS Customers
COMPN Competition
SUPP Supphers
NEW FCTNS New Functions
PR Public relations
INFO Changing information needs
BF Bureaucratization & formahzation
DOM Delegation & dectsion making
ROLE Role changes (Marcoux, Faucher)
ORG STRUCT Organization Structure
FORMAL Formal structure (organigrame)
BUREAUC Bureaucratization
FORMALZN Formalization
DELEGN Delegation & decentralization
INFORMAL Informal networks
NEW OWNER Integrating new owners
STKS Stocks
PR Stock price impact on decisions
PRDR Reaction to stock price changes
MOT Stocks as motivation tools
SH Shareholder concerns
ST Structure of stocks
AQN Acquisition using shares
STRAT Strategy
VIS Vision
PLAN Objectives, plans & planning activities
PLANB Budgeting (as a planning activity)
AQ
COMP Competitive strategy



Figure 14

Codes Map
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PIM Changes

Corresponding Main Codes

1. Organization Structure
2. Decrsion making

3. Strategic thinking
4. Growth potential

Organization Structure
New Functions
Decision Making
Board of Directors
Strategy

Growth

- Finance
- Stocks
- Markets
- HRM

5. Management Style - Management Style
- Culture

This introduction and overview describes the five changes of the PiM. Each change 1s
outlined as it was proposed in the PIM and then the GTC experience is described by
summarizing the results derived from the analys:s of the corresponding main codes.

The balance of this chapter describes each of the main codes in more detal. These are
presented in the same order in which they are described in this Introduction (This is also the
same order in which they are shown in Figure 14: Codes Map).

1 Changes in the Organization Structure

The PIM proposed that there might be changes in the organization structure as a
result of new roles and functions for management and executives, the increased slack (i.e.,
increased resources to support more activities), and the ongoing pressures of a growing
organization. The transcript code of Organization Structure captured information showing how
the organization structure became more formalized (a new, enlarged, and considerably
clarified organigramme was developed). It also showed how the organization became more
rule based, more policy bound, and more bureaucratic. Thirdly, the decentralization of the

organization was evident. The Organization Structure code igentified how the structure was
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changing as the organization was growing.

The New Functions code explored the new roles and functions for management and
executives. Public relations directed to shareholders and the investment community was
cleary identified as a new function. There were also new information requirements for this
public, fast growing company. The Chief Executive Officer and the Corporate Controller roles
seemed to change the most, but the increasing formalization and delegation seen in the
Organization Structure code aiso surfaces in the New Functions code analysis. Thus, the PIM
change in organization structure corresponds to the transcript codes of Organization Structure
and New Functions.

2. Changes in Decision Making

The PIM proposed that there might be changes in decision making as a result of the
disclosure requirements, the influence of the stock price, the restructuring of the Board of
Directors, the formal public statement of plans through annual reports, and the new
information systems that may provide new opportunities for reporting or control systems.

The transcript code of Decision Making showed how a highly centralized, fast, and
entrepreneurial approach was being altered as the company grew and matured. More people
were involved in decision making, and the process became more structured, formalized, and
time consuming. The concern for shareholders’ interests combined with the pressure on short
term results to introduce a more deliberate, cautious, and short term orientation to decisions.

The Board of Directors code showed more impact on decision making than was
initially anticipated. The analysis of this code reinforced the analysis of the Decision Making
code by showing how decision making became more structured, more formalized, and,
perhaps, a bit more conservative. The Board was treated as the highest decision making
authority, bringing new inpy! into the executive level of decision making and shifuing the tinal

accountability for major decisions.
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3. Changes in Strategic Thinking

The PIM suggested that strategic thinking may change as a result of the need to write
down and publish future plans, the availability of information to competitors, the ongoing
growth of the company in both new and established markets, and, eventually, the possibilities
for mergers or hostile acquisition attempts.

The transcript code of Strategy captures some of these dimensions. The original
partners’ vision continued to be the driving force behind their goal statements and plans.
Goals and plans became both more detailed and more explicit. This made middle
management better informed. Goal statements were put on paper, but detailed planning
documents were not prepared. Budgeting, always important at GTC, became more involved,
especially for capital budgets.

Their competitive strategy of providing the best product and service in the
undeveloped flyers niche required high capital costs and growth. Acquisitions had always
been the principal method to achieve this growth and with the IPO this strategy
was accelerated. They not only had additional funding but also were able to use shares to
pay for part of these acquisitions, Furthermore, acquisitions were much more likely to improve
the quarterly profit reports while internal development (their own start-ups) decreased quarterly
profits. Acquisitions were not consciously planned as the principal growth method, but there
were clearly enunciated acquisttion criteria in both 1986 and 1988. Planned or not, the pace
of acquisition quickened and the Board of Directors became the final authority for these
decisions.

Thea original partners’ vision of the company may not have changed dramatically, but
the means and methods to realize this mission centainly matured as a resuit of gaining access
to new financing and expansion tools.

4 Increased Growth Potential

The PIM suggested that there may be increased growth potential both internally and in
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the marketplace. Internal organizational changes might result from the introduction of
employee stock option plans as a reward for existing staff and as an inducement to recruiting
new executive staff, from the reactions of employee shareholders to increases or decreases in
the price of the stock, and from the changes in the management style and orgamzation
structure, Increased growth potential in the marketplace can result from the new funds
available as well as from the enhanced credibility of the company in negotiating with suppliers
and customers (especially if they are also shareholders).

The Growth code captured information about the increased growth potential in the
marketplace. The Finance, Stocks, and Markets codes also addressed this dimension of the
PIM. In total, the GTC experience demonstrated this to be a richer field of change than the
PIM had suggested.

The Finance code highiighted how the IPO had a much greater impact on the
financing activiies of GTC than anyone had anticipated. It went beyond the intial capital
raised and the corresponding increase in their borrowing capacity. Their relationship with
banks and other financial institutions changed and they were now sought as a preferred chent.
The use of shares for acquisitions was unplanned but used extensively and effectively. They
used it not only to finance some of the acquisition costs but also to involve and motivate the
previous owners who stayed on to manage therr old companies within GTC. The Stocks code
provided turther evidence of how the use of shares for acquisitions was enacted.

The Growth code illustrated this acquisitton method mast extensively. This method
became even more entrenched after the IPO mostly as a result of two facts: first, acquisitions
enhanced quarterly profit reports while internal development hurt them, and, second, shares
could be used to pay for some of the acquisition costs. Increased visibility led to more deals
and opportunities while the annual reports served as an effective door opener and credibility
builder. Sales and asset size increased more quickly than they could have done by other

methods. One important reason for this was because the management of these companies
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stayed with GTC so that existing GTC management did not have to get fully absorbed in
running their operations. Nonetheless, limited management resources to integrate and
coordinate more new companies became an important constraint on further growth. The
increased information requirements and the task of putting all the different companies’
information into a unified computer system was another internal constraint on future growth,
and it was also one that had never been anticipated.

The Markets code considered how the company’s relations to customers, suppliers,
and competitors changed after the IPO. Relationships with suppliers didn't seem to charje
and the company's strong orientation to customers and customer service did not first appear
after the IPO, but rather, it was an attitude that had always prevailed in the company. The IPO
impacted on customer relations only indirectly by supporting the growth that allowed higher
levels of service. For example, the IPO accelerated the establishment of a network of plants in
order to provide cross-Canada service to their main customers, the national retailers.

The internal, organizational changes required to support more operating units with
higher sales, more employees, and increasingly diverse activities were only partly captured by
the Growth code. It identified the problems of integrating all the new operations, particularly
since the managers were the previously independent owner/operators. Another problem was
simply the result of growing by adding on previously independent units: The volume of
information to manage increased enormously, and the growing needs for computer
management were exacerbated by the incompatibility of each new company’s existing
database.

The HRM code provided other important information about how the company was
addressing the internal organizational changes. Recruiting efforts were active after the IPO,
especially when acquisitions are recognized as an important source of new management.
Nonetheless, growth *vas outpacing their ability to find managers and this was constraining

turther growth activities. The company had established HR policies and philosophies before
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going public, but it was only with the hiring of a new V.P. Human Resources in 1987 that
these poiicies and structures began to be updated and put in place. The company had,
however, always been people-centred. In fact, R. Marcoux continued to be very active in
recruiting. His contribution was enormous here; at the same time, these efforts by one man
had inhibited the HR department from taking over and systematizing this recruiting function.
Thus, growth fueled the need for continuous and extensive recruiting at the same time that it
moved the company towards increased structure and formalization in the HR department.

5. Changed Management Style

The PIM suggested that management style may change as owner/managers become
CEOQ's and executives of a larger organization with new functions, more format decision
making, and a more elaborated organization structure. This is the most succinct description
of any of the changes in the PIM model and, as i1t turned out, it describes accurately the GTC
experience. The Management Style code captured a lot of information. The Cuiture and
Organization Structure codes also shed light on these changes.

The Management Style code identified delegation as an increasingly important
management task. This was supported by findings in the Organization Structure code
showing how delegation increased in support of their decentralization, and in the New
Functions code in relation to decision making behaviours. A larger organization and the new
executive role responsibilities of a public company combined to remove the owners and
executives further from daily operations: Increased delegation was inevitable. More
management meetings took place throughout the company.

New executive roles included relations with shareholders that led to increased public
appearances and regular contact with stock analysts and other outsiders. New reports were
required and communications were formalized to support these shareholder relations activities.

R. Marcoux’s individual style continued to drive and dominate the company. He

remained the principal strategist, but his decision making became more consultative anr' *he
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Board of Directors was given new authority. He remained entrepreneunial, but also became
more conservative. He remained a principal management recruiter for the company at the
same time that the HR depantment was becoming more structured to take on these kinds of
tasks. He became the company’s main spokesperson, and as he spent more time in these
strategic and external tasks, he had less to spend on day-to-day operations. His perspective
shifted and he had to rely on others to do the day-to-day management. He was also
attributed with inspiring and maintaining some of the company's values, like hard work,
dedication, focus on people, and responsibilities to shareholders.

The Culture code illustrated the role of management in defining the company's
prevailing values and attitudes. The family environment, informal and cooperative, had been
developed by all the owners from the early days of the company, but at least a few of those
interviewed said that it was threatened by the company’s continuing growth. On the other
hand, their style of being dynamic, young, aggressive, and proud was probably enhanced by
the IPO and the ensuing growth, and it was sustained by the ethic of hard work that continued
to prevail throughout the company. R. M=rcoux was desciibed as the main force behind
these values, and he fostered and perpetuated many of these cultural attributes by
demonstrating them in his own behaviour (e.g., hardworking, quick to respond, and
entrepreneurial) and by recruiting management talent that already reflected these same
values. Concern was expressed about whether this culture could remamn intact given the
changes in the company.

These stresses in R. Marcoux's own management behaviour and in the surrounding
organization culture suggest that management style was still in transition. C. Dubois, another
of the founding partners, expressed concerns in his 1986 interview about the need to learn
how to delegate and in 1988 he had just transfered his authority and responsibility for the
Printing Division (representing over 80% of total GTC business) to a newiy hired outsider, C.

Gentile. Hiring three senior managers from large corporations with the apparent intention of
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introducing the management methods and habits of the larger corporetion further confirms
this ongoing transition in management style. The outcome remained ur.~ertain.

Summary
The preceding summary of the analysis is presented as an organizing framework for
the more complete presentation of the results which follows. The PIM guided the data
collection and it guides the presentation of the results. The relationship between the changes
proposed in the PIM and the codes that captured most information about each change is
shown in Figure 14: Codes Map. Figure 13: Main Codes and Sub-Codes lists all the
sub-codes used in the analysis of each main code. These sub-codes reflect the results of
these analyses and are substantially the same as the Table of Contents headings for the
following detailed presentation of the results,
The Organization Structure Code
The code definition that was used in the transcript coding category of Organization
Structure was defined as:
Organization structure, both formal (organigramme) and informal (who does what and
how people share/delegate responsibilities) aspects. Includes the addition of new
functions (e.g.. PR, corporate secretary, or audit/stock exchange reporting) as well as
future vision or plans for evolution and change. Also includes consideration of how
new people will fit into (or alter) the structure of people, their responsibilities, their
relationships, and company policies. (There may also be new functions resulting from
the growth of the company and its expansion into new markets, products, and
services.)
Thirty-eight text segments were coded as Organization Structure (6.5% of all segments
coded). it was used in 10/13 transcripts (77%).
The interpretation of these 38 text segments highlighted three dimensions of change: The

organization structure became more formalized; it became more rule based and policy bound,
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more bureaucratic; and it was developing as a decentralized structure with more and more
decision making being delegated.

The Formal Crganization Structure

Although J. Aubert (V.P., Development, 1986) stated that the company *did not reorganize
itself on an organizational basis because it goes public® (J. Aubert, 1986, . 1111?), it became
clear in analysing the other interviews that both the fact of becoming public and the high
growth rate of the company led to substantial changes in the organization structure. The
formal organization structure changed as new positions were created at the head office (V.P.,
Human Resources; Corporate Secretary) and in the divisions (an outsider was hired as
President of the Printing Division). The fast paced acquisition of companies brought with it
new staff and new activities.

The creation of new positions at head office had a npple effect through the organization:
Shortly after hiring the V.P., Human Resources (R. Gagnon), the human resource function
through all GTC companies was reorganized with a set of policy guidelines, including the
dec sion to have a personnel officer at all plants with over 150 employees. The guiding
principie of this reorganization was *managed decentralization®, with central control on setting
policy and on hiring at the top management levels, but with policy implementation and
management control locally.

Company growth brought new managers into the GTC group and, as problems arose, the
organization structure was adapted to resolve them. It was, in fact, the process of identifying
and solving problems with the existing organization structure that lead to its evolution and
change. Thus, as they learned that new managers expected an organization structure that
was clear and respected, with a clear knowledge of "who's my boss*, they were forced to
clarify and restructure their organizatior, chart. Lines of authority were also clouded because

owners of newly acquired companies reported directly to Rémt Marcoux (since he had

2 This identifies the line of the transcript on which the quote begins.
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established the relationship that led to the acquisition in the first place), even though this often
did not work in practice.

Finally, the small company management style, characterized by involvement in operating
aspects throughout the company, no longer worked. The transition was not, however,
immediate. The owners were still reported to be *all over the goddamn place" (R. Faucher,
1988, I. 859).

The need for a structured organigramme became clear, and in December, 1986, top
management retreated to Montebello to work with some consultants in designing an
organization structure that would both support the company's growth and guide its hiring
decisions. This Montebello Retreat lead directly to decisions to hire the V.P., Human
Resources (R. Gagnon) and the President of the Printing Division (C. Gentile). The
organization chart that grew out of this Montebello meeting (see Figure 15: GTC
Organigramme, Feb. 1988) formalized the organization, creating a clearer structure and
patterns of behaviour and communication.

it was a logical and systematic organigramme, one that makes sense and is
understandable at a glance. The prior organization char, by contrast, was not as clear and
easy to read (see Figure 16: GTC Organigramme, Sept. 1986).

R. Faucher explained how he saw the evolution of the organization structure:

- "It's a moving organization. It's changing because the company’s growing'
(R.Faucher, 1988, I. 1531).

- *You say it's not logical. Who cares if it's not, that’s the way it was working.
Then that's where we say it doesn't work, because the guy we have hired here
is not happy... He didn't know who to report to, .0 we say listen, it doesn't
wark, here's a new structure® (R. Faucher, 1988, |. 1563).

- ‘We know it's going to move. And it's going to move depending on the

strength of some of the people we're going to get... SO you have to adjust the
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chart to the people you have.* (R. Faucher, 1988, |. 1621, 1680)

GTC had job descriptions before going public. In fact, R. Marcoux stated that *the
company has always been managed with the idea that we would go public* (R. Marcoux,
1986, |. 1248). Thus, as the company grew after the IPO, another element of formal
organization structure became important: Written policies. R. Faucher explained it very clearly
in saying, ‘We have a policy on expense accounts. Who needs a policy on expense accounts
when you're four companies? But now with so many companies... | have to have it written
down now. You see, | have to have a policy manual... You have so many units now that you

have to put it in wnting" (R. Faucher, 1988, I. 1121, 1185).
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Bureaucratization
J. Aubert indicated in 1986 thal, *as we get bigger we'll have to formalize” (J Aubert,

1986, I. 513). J. Nepveu, in 1988, echoed the same sentiment when he sad that, *In
becoming a larger company your organization has to change... you have to install some kind
of bureaucracy in an organization that reaches the size that ours has reached” (J.Nepveu,
1988, I. 227). In fact, in his role as Corporate Secretary, J. Nepveu was working to formalize
the way information was presented to the Board and also “the way information 1s presented
and circulated internaily" (J. Nepveu, 1988, |. 606). He was ailso interested in introducing more
formal long term planning, which had not been done before, as *another thing that a large
corporation has to do* (J. Nepveu, 1988, 1. 624).

At the plant level, it was also reported (by M. Vachon, Plant Manager) that, "everythung
became mare formal' (M. Vachon, 1988, | 329) and attention to deadiines was stncter

Some company management expressed the need for more systematic guideines for
decision making (R. Gagnon, 1988, 1. 242), particularly since top management was no longer
involved in the details of all decisions. As a resull, decision making for these top managers
became more formalized: *You ask questions because you don't know. Before you had the
knowledge, you were the decider. No more. it's done by managers now" (R Faucher, 1988,
l. 142). C. Gentile expressed the desire to create a *humanized bureaucracy* to supporn
orderly growth and to support ‘the development of the human resources to allow this growth*
(C. Gentile, 1988, 1. 447).

At the same time, the human resource function itself became more clearly structured, first
with the hinng of R. Gagnon into the newly created position of VP, Human Resources, and
then with the assignment of hiring responsibility at the plant level and the policy decision to
have a personnel officer at every plant with over 150 employees

Communication between people was also formalized: The need for wrtten policies {(*You

have so many units now that you have to put it down in writng® [R. Faucher, 1988, . 1185]);
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the establishment of more formal lines of communication (We have "to go through a more
sophisticated [communication] process® [C. Dubois, 1986, |. 1356]); and the desire of R.
Faucher to physically move the head office away from the printing division so that
communications would be less informal ("They will have to send a memo, they are going to
have to talk to you by other means than just coming across [the hall] or meeting you by
accident in the parking lot or at night at 7 o'clock* [R. Faucher, 1988, I. 1084)).

The Montebelio Retreat in 1986 led to both a restructured organigramme and to the l.ring
of three new executives. All three were hired from large company environments with the
express purpose of teaching GTC how to function more like the larger corporation. It was
centainly not all by accident that the organization structure became more bureaucratic as more
rules were established and interpersonal communications and behaviour became more
formalized.

Delegation and Decentralization

Increased delegation of responsibility and authority was a very important issue for the
development of the company. Claude Dubois, a founding partner, said in 1986 that they had
to "stant to delegate more, for the future of this company to have a stronger base and stronger
management for more management than just the three of us [owners] making all the
decisions” (C. Dubois, 1986, |. 1283). He went on to say that, "when we decided to go public,
we said, now, we have to delegate more. We have to make sure that this company will be
based on a higher level of management and mor2 of delegating authority, delegating power.
We committed ourselves to doing that* (C. Dubois, 1986, I. 1330). Robert Faucher, V.P.
Finance, echoed a similar acceptance of the imperative of delegation when he said, "We have
no choice. The problem is not delegating, the problem is iinding the right people and doing
the delegating at the right time” (R. Faucher, 1986, . 4404). C. Gentile, President of the
Printing Division, presented a different perspective on this delegation imperative: "You're not

going to be able to respond to your customer if you don't decentralize, if you don't allow some
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of that decision making capability, if you don't put it down to the lowest possible level® (C.
Gentile, 1988, I. 503).

Some of this delegation began to occur, albeit unwittingly, right at the time of the IPO.
Top management was so fully involved in the IPO process during the fall of 1985 that they
were not available to provide information and make decisions. The result was that, *When we
were trying to get answers or direct input from head office it was difficult to reach people for a
certain period of time. After that | think the reaction that was felt by many people was that you
have to become now more independent, more self-sufficient* (M. Vachon, 1988, |. 289).
Furthermore, as a result of becoming public, "vou couldn't delay those answers like you could
before* (M. Vachon, 1988, I. 331). The truth of the situation seemed to be that even *after the
[IPO] tact, there was a lot of things that didn't get done... after 18 months there’s still loose
ends* (R. Faucher, 1986, |. 4251). "The key people are not there as much as they were before
because they have other things to do" (R. Faucher, 1988, I. 99). These facts conspire to
generate *delegation by default’, centributing to "it's becoming a manager business, managed
by professional managers, which is, | think, the way it should be" (R. Faucher, 1988, I. 102).
Delegation was also the inevitable result of the company getting larger, particularly given its
fast rate of growth and its method of growth by acquisition.

As a company gets bigger it grows beyond the limits of what one man can manage, no
matter how good he is. At the same time, the strains of a growing organization led to the
Montebeilo reorganization of 1986 and *we have hired different kinds of people since then® (J.
Nepveu, 1988, I. 26). When three new upper management posts were all filled with people
from larger organizations, they brought in expectations based on therr experiences in formal,
structured organizations where delegation is institutionalized.

The fact that growth had pushed some decisions to lower levels in the organization meant
that top management was no longer as intimately involved and so they had to be informed of

decisions with more formality than before. Before long, R. Faucher came t0 realize that *the
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corporate function cannot be operational* (R. Faucher, 1988, |. 1046) and that management
had to realize this: *You have to cut the goddamn cord" (R. Faucher, 1988, |. 1064). He
advocated a stronger physical separation of the corporate management from the printing
division management in order to enforce this aspect of delegation.

Thus, internal growth lead to more structure, more managers, and more sharing of
decision making. At the same time, the company's acquisition strategy had its own important
influence on the decentralization issue. R. Marcouy, in describing his acquisition criteria in
1986, stated that, "second, management must bie good* (R. Marcoux, 1986, |. 497). Owiners of
acquired companies became managers in the GTC group. They certainly had prior
experience in management decision making In their own operations, and R. Marcoux felt they
were an important part of any acquisition process because *you want them involved, yes,
because the way we operate our company s decentralized" (R. Marcoux, 1986, [. 503).

In fact, it's questionable whether any company could sustain the growth rate of a GTC
without being decentralized and delegating a lot of its operational decision making. The
company philosophy supported this delegation through a decentralized o:ganization structure:
*We don’'t want to centralize, we want to decentralize, but we want managed decentralzation.
As Rémi says, une décentralisation dirigé” (R. Faucher, 1988, I. 1160). This approach was
reflected by R. Gagnon, V.P. Human Resources, when he stated that in his approach to hiring,
'l will design the procedure that the people should use to hire people... Then after they will do
the hinng themselves' (R. Gagnon, 1988, I. 454). R. Faucher also reflected this approach in
describing the development of their computer and management information system:
*Everybody does their own thing, but we do centralize the development* (R. Faucher, 1988, I.
1521).

Delegation forms a critical part of the growth and formalization of the organization
structure. GTC's efforts, some clearly intended and some perhaps inadvertent, were geared

towards delegating from the top and pushing it further down the system. Their goal was to
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make the organization more responsive, to stretch the human resources more to their
potential, and, overall, to make a better company.

Summary
The organization structure code was analyzed from the three related dimensions of the
formal organigramme, the bureaucratization process, and the management of delegation.
Taken together, these three aspects can be seen as ciear indications of the company’s
movement towards increased formalization, structure, and rules of behaviour as it responds to
the two intertwined forces of exceptionally fast growth and becoming a public company.
The New Functions Code

The code definition that was used to guide the coding of the transcript for the New
Functions codeword read as follows:

Any new functions (or new ways of doing old things) that have (or seem to have)
resulted from the IPO. New PR and investor relations functions may result from the
new need to provide information to shareholders in order to maintain activity and
confidence in the stock. Auditing of information systems may be added or altered to
meet the reporting requirements of a public company. The role of the corporate
secretary may be expanded to accommodate increased legal and reporting
requirements (e.g., for notification of meetings, signing of minutes, and so on).

The New Functions search yielded 69 coded segments in 12 of the 13 transcripts and
so the analysis required some sub- classification. These sub-categories seemed to regroup
the various statements coded under New Functions into a reasonably parsimonious and
meaningful set. They provide the structure for the analysis which follows.

The expected and most readily apparent new function was in public relations, to build
a positive company image in the investment community. New functions were also evident in
meeting the information requirements of a public, fast growing company, in the decision

making and delegation processes, and in the increase in bureaucracy and the formalization of
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decision making. These new functions within the organization had a clear and definite impact
on both the roles and responsibilities of the Chief Executive Officers and on the creation of
new positions within the organization.

Public Relations as a New Activity

Public relations was explicitly identified as a new activity in 6 different interviews (6/13
= 46% of total interviews). Although they had been forewarned by underwriters of the need
for communicating with their investor communities, one key executive (R. Faucher) felt they
had underestimated the time and energy this would take. As he himself put it, "We were made
aware of that [the need for PR]. | don't think that at the time of the issue it meant as much as
it did now... PR does that. Now he's got to go on television [R. Marcoux], | don't know when,
this week sometime... S0, his name gets there, the name of the company gets on peoples’
minds and it generates interest. So it's got to be done properly too. Well planned"
(R.Faucher, 1986, |. 2039) The initial response was to hire the public relations firm of
Hutchison, Beauregard and then, in 1986, they hired Jean Aubert into the newly created
position of Vice-President, Development, to take care "of the relationships between investors
and the company* (R. Marcoux 1986, 1. 1272), "any type of work that has to do with corporate
image" (J. Aubert, 1986, |. 42). Jean Aubert stayed with GTC less than one year. Jacques
Nepveu, Corporate Secretary, had taken over responsibility for PR activities by 1988. He
described his PR responsibilities as *mainly with shareholders or shareholder- related
business. In this | would include brokers, investors, and things like that... and to a certain
extent, corporate image" (J. Nepveu, 1988, |. 440).

The role of PR in maintaining stock activity and price was well recognized and they
sought exposure “so that we can explain our company and we could develop interest so that
they would buy, eventually, our stock. They would follow the company. So we have to spend
a lot of time doing this® (R. Faucher, 1986, [. 1516). As Rémi Marcoux himself put it during the

1986 interview, *if you don't give information to your investor, nobody will be interested. So we
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have got to give information to the investor* (R. Marcoux, 1986, |. 764) The activity was
deemed *important, because somebody has to talk with the analyst® (R. Marcoux, 1986, I.
1476) and detfinitely as a significant change within the company. In fact, Robert Faucher,
Vice-President, Finance, indicated 2 years later in 1988 that *25% of my time is spent on the
phone talking with [the investment community]" (R. Faucher, 1986, I. 243). Rém Marcoux
stated it well in 1986 when he said, "being a public company it is important, first to make sure
our shareholders are well informed and second, [to establish] a good relation with the
analysts because they are dealing between the consumer and the company” (R. Marcoux
1986, I. 1493).

Controlling the flow of information out of the company was not seen as a big problem,
although more than one mentioned that they had been lucky not to have had any damaging
information leaks. These issues were raised in the 1986 interviews and four people attested to
the policy of limiting access of outsiders to only Marcoux, Faucher, and Aubert. All managers
were told not to answer questions from outsiders and they had *a policy that we don't answer
anything over the phone” (R. Faucher, 1986, |. 2710). This policy had been in place from
before the IPO.

The first person hired with clear responsibility for PR, J. Auben, explained 1t as *a
rather focused public relations function. It's an investor-driven type of public relauons... A
company that does not communicate well, that does not communicate often, 1s more often
than not undervalued... [we are] making ourselves available to the analysts when they dc call*
(J. Aubert, 1986, I. 730). Faucher echoed this same view when he said that the "PR function
is, as far as I'm concerned, is what sustains the interest in your stock... The only way to bring
the amount of the stock up is to, first of all, make good earnings and [then to] make some PR
on your stock... It's got to be in everybody's mind* (R. Faucher, 1986, |. 1980).

Evidence of proactive behaviours by GTC to enhance its PR activity was presented in

two situations: J. Aubert described how they arranged a meeting with some major Toronto
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investors when they realized they had two hours available in their scheduled trip to Toronto.
In the other situation, Faucher described how they anticipated questions as part of their
preparations for public presentations: "l know all the questions. We have an annual meeting
this year. | can look at the [financial] statements, I'm going to come out with 10 or 20
questions that they probably will ask. We always prepare a list of things and | say to Rémi,
here are the answers, because they're going to come* (R. Faucher, 1988, I. 2086).
Furthermore, they alsc went to public presentations of their larger competitors *io see how well
organized companies present their things* (R. Faucher, 1988, 1. 2142).

Stock analysts who worked for brokers and who followed GTC on a regular basis were
well received. Journalists were seen less positively: "We've learned that when you talk to a
journalist you have to beware... But the analyst in the business community is a person who is
very straighttorward... He’s trustworthy" (R. Faucher, 1988, |. 295). When the company
recieved some bad press from a journalist at Le Devoir, they acted on this by inviting the
journalist to the company "to see what the problem was because he was saying things that
weren't true” (R. Faucher, 1988, |. 2112). The situation was resolved.

These PR activities were time consuming, especially at the top executive level:
*People on the analyst side of the investment community they relate to two or three
individuals, not more than that... Who people see and talk to is Marcoux ar:d Faucher all the
time* (R. Faucher, 1988, I. 2240). Faucher estimated 25% of his time was spent on PR (some
15-20 hours per week), and on the one occasion when they reported relatively weak quarterly
results, the time devoted to PR increased dramatically: "After we published our third quarter
[1987] | spent here 6 or 7 days over the phone, only on the phone with analysts, because
they were upset® (R. Faucher, 1988, |. 2488).

Rémi Marcoux, as President and CEO, had a different PR role than R. Faucher, but it
too had become time consuming: He provided his diaries from March, 1983 and March, 1986

as a factual basis for analyzing how his activities had changed during this period. This non-
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interview data was used to identify that there were at least five different presentations related
to the public image of GTC in 1988 that were not part of the 1983 {pre-IPO) penod. In
addition, R. Marcoux stated in this interview that he was writing up all his speeches on his
own, another time consuming activity.

The new importance of PR in GTC was clearly a function of becoming public, and
significant attention was devoted to these activities. This is essentially what was expected, but
what was not expected was the way company information systems had to adjust to satisty the
needs of this PR function. Robert Faucher, as V.P. Finance and one of the key contact people
for outsiders, expressed several times in both the 1986 and 1988 interviews that you need to
know the answers to outsiders’ questions:

- *You have to have those numbers in your head all the time. You have to have
the right answers to the questions. You have to know... It creates a different
type of pressure because you have to answer their questions and you can't
lie* (R. Faucher, 1986, |. 1344).

- *You don't want to look like somebody who doesn't know things® (R. Faucher,
1986, . 2661).

- *All of a sudden | have to know everything because that's the guy they're
calling... ! need to answer and | can't say to the person, | don't know, | look
stupid* (R. Faucher, 1988, I. 1908).

These demands for information meant that *we have to have formal communication
between each other because I'm the one getting the questions, | don’'t know what to answer"
(R. Faucher, 1988, |. 1922). Faucher cited as an example a situation in which he was asked
by an outsider to comment on an acquisition about which he himself had not yet been
informed.

GTC, as a private company, was "always before very very low profile... We don't make

waves' (C. Dubois, 1986, I. 573). The first transition, then, was to adjust to the public
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exposure. "When you become public, you undress a little bit* (C. Dubois, 1986, |. 43). At the
same time, it became important for all GTC owned companies to use the GTC name. As a
result, "we changed our name of Publication Les Affaires to Publications Transcontinental" (R.
Marcoux, 1988b, |. 2972). The same type of change took place in all the other divisions so
that all GTC owned companies carried the GTC name. Although not considered a big
change, this reorganization of company names was the result of the IPO and reflected a
growing concern for the corporate image. The company evolved from an unknown, low
profile, private company to one that began to cultivate communications with its investor public,
developing a public image that was *fairly strong with certain groups of the population*® (J.
Nepveu, 1988, . 485), anc then looking ahead to "put down on paper a communications plan
geared not only to financial markets, but to a public image for the company* (J. Nepveu 1988,
I 471).

In summary, the PR function was investor-driven, with stock analysts treated as a
significant communications channel. The company was proactive in developing PR activities
and a significant amount of top executive time was spent in promoting the company. The
need to provide consistent and accurate information to the public led to more formalized
communications and reporting so that those talking to financial analysts, journalists, or other
outsiders were always up to date with accurate information about company activities. The role
of PR had evolved from one of developing investor interest (1986) to one of developing a
stronger corporate image in the general community as well as in the investor community.

Changing Information Needs

The IPO model suggests that company information systems may have to change in
order to satisfy the reporting and disclosure requirements of a public company. In the case of
GTC, the response was mixed; some admitted changes, but some claimed there were none.
The 1986 interviews indicated the following changes:

- *‘We are investing heavily making sure that all the clerical functions will be fully
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automated" (J. Aubert, 1986,1.268).

"We brought in a lot of PC’s. We've made a lot of development on Lotus,
coiporately speaking* (R. Faucher, 1986,1. 2602).

*Now it's different, We are doing a consolidation and they [the auditors] are
doing the auditing* (R. Faucher, 1986,l. 2958).

"There are now a good 12 to 15 [reports generated that were not done before
the IPOJ* (R. Faucher, 1986,l. 2981).

*You need more control, you need more information... When you have 20
entities there's got to be some kind of system that puts all these things
together® (R. Faucher, 1986,1. 2315).

*New information is available like, the number of employees at definite dates
by division. Things that we didn't have before. Number of, total capitahzation
to date, that we didn't have before... Statistics on personnel, that we didn't
have before... Consolidation-wise we have a lot more information than we had
before because we weren't consolicating the results before... There's all kinds
of statements coming out, or documents coming out that weren't available
before" (R. Faucher, 1986,l. 2541).

*There were budgets before, but again, they were not consolidated. So now
they're all consolidated by plant and consolidatad for the whole company.
New acquisitions, corporately speaking, consolidated, new financing, new
employees to hire. All these things weren't done before. Some of them you
need, some are because you have to give some information to the public.
Some of them you want to have because you want to be able to answer some
questions or because at one point in time you felt that you needed that
because you were put into a situation where you didn't know and you say,

‘never, no more™ (R. Faucher, 1986,1. 2573).
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The 1988 interviews showed how the demands on the company's information systems

had grown as the company had grown:

- “We have too many companies. it has to be done by computer. So doing it
by computers means you have to have the same database so we're working
with that right now. We're going to spend a million dollars this year just in
trying to sophisticate our management information systems* (R. Faucher, 1988,
. 529).

- Cam Gentile, the new President of the printing division, *has got $200 million
under him. He needs a controller, an advisor. he can't come to me every day.
He doesn’t want to work like that. He's been at Domtar with past experience,
he needs his own corporate [staff|* (R. Faucher, 1988, |. 910).

. *One of the main changes was to identify very precisely profit centres as such
and to work 1n a profit centre system which was not the case previous!y" (J.
Nepveu, 1988, |. 322).

On the other hand, some statements pointed out areas where there were no important

changes in the company's information systems at the time of the IPO:

. "In terms of hardware, it didn't need anything else, anything new" (C. Dubois,
1986, |. 612).

- *We didn't really bring in computers. We were not bad on computer
development® (R. Faucher, 1986, |. 2598).

. *Annual reports, of course, are done regularly. It didn't change anything" (R.
Faucher, 1986, 1. 1122).

- ‘The quarterly report, between you and me, is not a big deal. Whether you
prepare monthly numbers or quarterly numbers, it's all the same thing... With
the guarterly, you have to come out with a balance sheet, you have to come

out with a source and use of funds. So a little more gadgets but it's not all
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that great* (R. Faucher, 1988, . 460).
- "No [we didn't have to make any changes in reporting our information systems
as a result of the 1POJ" (R. Marcoux, 1986, I. 1540).

Overall, it is abundantly clear that new information had to be gathered and reported
(e.g., personnel statistics, quarterly consolidations) and that the information systems had to
expand in order to satisfy these needs (e.g.. $1 million planned in 1988 to upgrade computer
systems and databases; a new corporate structure for Cam Gentile so he could have the
information he needed to run the printing dwision). At the time of the IPO, however, some of
these needs were not as evident as they became later, especially with the increasing size of
the company.

Bureaucratisation and Formalization

There were a variety of new functions that, taken together, increased the
bureaucratisation and formalization of the company: There are new legal formalities, there 1s a
restructured Board of Directors with outsiders on t, and there are reports required by the
stock exchanges, the secunties commissions, and the governments. Board of Directors’
meetings become more formalized (the pre-IPO Board was quite informal). There was also an
increasing number of companies within the GTC group. and each required its own minute
book and legal reporting. The annual meeting was also a new actwity that they had to learn
how to organize and manage. These requirements *created pressure because, again, it's
something new" (R. Faucher, 1988a, |. 1900). In 1987, they hired Jacques Nepveu as
Corporate Secretary to handle these functions. He took responsibility for sending out proper
notices for Board meetings and keeping other legal formalities in order. A review of the
corporate Minute Book provided non-interview data to support these new functions: In the pre-
IPO period, almost every recorded meeting included a waiver of the required notice of
meeting, whereas in the post-iPO period, these notices were sent in advance for almost every

meeting reviewed.
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One result of the new information requirements and the increasing formality was the
observation by a plant manager (M. Vachon) that *deadlines are strict now" (M. Vachon, 1988,
I. 347). Another result was the need for more discipline in satisfying these requirements and,
as the executives became more and more busy, the creation of a top level Management
Committee to meet every month because they were no longer able to meet and communicate
informally.

The capital budgeting process became more structured and formalized. Since *there’s
a lot more going on and the amounts concerned are much more too, we do it with more
discipline” (R. Faucher, 1986, I. 2792). Capital requests were presented more formally and the
Board of Directors became involved in approving the capital appropriations.

Formal planning was also being introduced as a new function for the first time.
Pianning in the minds of the owners {pre-IPO) was replaced by statements of corporate
objectives and desired directions for growth. In 1988, efforts were beginning for a more
elaborate, 5-year plan. This movement towards increasing documentation was evident in
other areas as well, because there was *a necessity to start wnting more things down to
circulate the information to new people... We needed to get better organized and disciplined
insofar as written information and passing that information along" (C. Dubois, 1986, I. 750). C.
Gentile, President of printing in 1988, had started to ask his managers to prepare written
justifications to support their budget requests. Overall, the paperwork in the company
changes. There's a lot more* (R. Faucher, 1986, |. 3906).

The need to have information available to respond to outsiders’ questions, and to
control who speaks to outsiders, created new rules. On the one hand, "you don't want to look
like somebody who doesn't know things* (R. Faucher, 1986, I. 2661), and on the other hand,
you have to make sure that all those speaking to outsiders say the same things. There was
also “a policy that we don't answer anything over ihe phone® (R. Faucher, 1986, |. 2710). The

result is that ‘we have to have formal communication between each other because I'm the one
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getting the questions, | don't know what to answer" (R. Faucher, 1988, 1. 1922).

New activities and new responsibilities also brought an increased role for outside
professionals - directors, lawyers, audttors, stock brokers, and PR trms. in additton to
increased costs for these professional advisors, there is a need to coordinate and regulate
their activities.

Bureaucracy and formalization were seen as a basis for successful decentrahization
"You have to install some sort of bureaucracy in an organization that reaches the size that
ours has reached" (J. Nepveu, 1988, |. 337). There are more meetings and more structure in
order to coordinate a larger group of managers.

In sum, it is clear that the requirements of a public company worked hard in hand
with the imperatives of a growing organization for more structure, farmality, and rules.

Delegation and Decision Making

“The key transition, | think, has been the delegation aspect of becoming a larger
corporation. And the discipline that goes with that* (C. Dubois, 1986, I. 1533). So spoke C
Dubols, one of the managing pann-ers. N 1986 In his view, the greatest challenge since the
IPO was to develop new managers who would understand their entrepreneural style {*quick
moving, flexibility, imagination* {C. Dubois, 1986, |. 1548]) and still respect the structure and
discipline required of a fast growing and public company. The act of going public made them
realize that "we've got to bring In some new people and delegate authority, delegate power”
{C. Dubois, 1986, . 1362). Their commitment was both stronger and clearer as a result of
becoming public.

With or without the intention to delegate, delegation occurred. The executive time
commitment to the going public process and then to their expanded function as officers of a
now- public company meant that they were simply not available to participate in decisions to
the extent that they had before. M. Vachon, a plant manager, saw some of the new public

relations activities of Rémi Marcoux and commented that, “f he's there and he’s got to prepare
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that, then he's not somewhere else. So somebody else has to do it for him" (M. Vachon,
1988, |. 398). As a result, managers like Vachon started to make decisions on their own when
they could no longer wait for head office to make these decisions as it had done before the
IPO. Thus, there was ‘delegation by default’.

Increased workload lead to the creation of some new positions. In 1986, Faucher
stated that he had created a new VP position in charge of the printing division. The printing
plants stopped reporting to R. Marcoux because "Marcoux just couldn't take it no more” (R.
Faucher, 1986, I. 3525). Thus, new managers took on more of the operating responsibilities
as top management became more executwe. The review of R. Marcoux’s diaries of March,
1983 and March, 1988 showed clearly that as President and CEO, he was meeting with his
divisional presidents and not his piant managers, and he was spending a lot more time
dealing with the public and with the growth of the company. Despite working more hours,
delegation was inevitable.

The increased workload lead not only to delegation but also to reduced contact
among the top executives themselves. The informal contact that allowed them to share in
decisior. making was no longer possible. A formal structure was created in its place - a
Management Committee to meet mionthly to discuss the operations of each division and to
consider other issues important at the corporate level.

Finally, certain decisions were undoubtedly influenced by their possible impact on the
stock price. The desire to show quarterly improvements to shareholders was certainly
present, at least for R. Marcoux. In his words, *being a public company produces lots of
pressure on you on short term results, that's what | find... Shareholders are waiting for an
increase every quarter, so it's tougher for me" (R. Marcoux, 1986, I. 712, 2008).

Delegation became an increasingly important management skill. The way the top
management responded to this need is described in the section entitled, The Management

Style Code.
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Role Changes - R. Marcoux and R. Faucher
Delegation resulted partly from the need of executives to *"downioad" some
responsibilities as new ones were thrust upon them. Marcoux and Faucher, the two most
involved in the IPO process and also the two most involved in dealing with outsiders after the
IPO, saw their roles change quite substantially.
Rémi Marcoux, as President, CEO and founding entrepreneur, became a
spokesperson for the company:
- *He [Marcoux] has to promote the company now* (M. Vachon, 1988, |. 407).
- "Rémi is perceived as a leader in the community... You have to be visible" (R.
Gagnon, 1988, |. 848).

- "In the French community of Québec he I1s a well-known person now. He's
part of many organizations that dea!l with politics, commerce, you name it. So
it takes a lot of his time" (R. Faucher, 1986, I. 1873).

Marcoux’s own description (in 1986) of his main functions included investor relations
as his only new function since the IPO. The March 1988 diary showed some 5 different
meetings or presentations having to do with the public image ot GTC, while there were none
of these in the March 1983 diary. Further, he handwrote all his speeches because *| don't like
to make speeches so | don't take a chance, I'm writing everything" (R. Marcouy, 1986, I. 2126).
Clearly, the new role as company spokesperson became quite time consuming.

Rémi Marcouix, as the driving entrepreneurial force of the company, "I1s picking up a lot
of responsibilities right now" (R. Faucher, 1986, 1. 3274). By his own admission, *right now I'm
involved here in everything. | can't do everything... [even though] I'm working more than | was
working before” (R. Marcoux, 1988b, I. 3-1871, 2282). Comparing his March 1988 diary with
his March 1983 diary showed more time spent exploring opportunities for growth, for
acquisition, and for financing. His involvement in day-to-day operations had been replaced by

more structured committee meetings with more formal reporting.
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R. Faucher, as V.P. Finance, saw his priorities shift away from supervising all the
accounting activities to learning about stock exchange regulations and dealing vith stock
analysts and journalists. This latter aspect created new pressures to *have the right answers
to the questions' (R. Faucher, 1986, . 1351). Stock analysts *don’t know the business, but
they know your numbers. That's the area where you knowing the business, have to give them
the explanation on the numbers" (R. Faucher, 1986, |. 1400). Despite the fact that R. Faucher
stated that *these types of reflexes, as far as I'm concerned anyway, are not natural to me" (R.
Faucher, 1986, I. 1357), he still estimated that *I'd say 25% of my time is spent on the phone
talking with [the investment community]* (R. Faucher, 1988a, |. 243). This, in turn, forced him
to become more public outside the company and made him realize that 'l can't be operational
anymore because | have to be out of the office often" (R. Faucher, 1988a, . 1991). He also
became more involved in both acquisition and financing activities in support of the company'’s
high rates of acquisition and growth. He was screening potential acquisitions and analysing
the more interesting files prior to company visits, negotiations, and financing. Thus, he, like
Remi Marcoux, had to move away from the operational involvement he had before the IPO. In
his words, *now you are working with the future and you want the day-to-day tasks to be done
by somebody else" (R. Faucher, 1988a, |. 2033). "Let's say, the job itself 1s developing into
something that is more interesting than before' (R. Faucher, 1986, |. 4087).

Summary

The new functions of GTC as a public company go beyond simply meeting the new
legal requirements. Information has to be gathered and presented in new ways, public
relations takes on a new and significant importance, the organization becomes more
bureaucratized, and the formalization of the organization supports delegation and a more
structured decision making function. Company management did not identify all these new
activities spontaneously during the interviews; rather, they were pieced together from an

indepth analysis of the interview transcripts. Nonetheless, the most significant changes are
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not directly evident in this list of new functions. The most significant changes had to do with
the people in the company, how their jobs were defined or redefined, how their roles and
responsibilities changed, and how they had to adapt their behaviours to meet the new
requiremens of the public GTC. It is easiest to identify the major role changes for Marcoux
and Faucher, but it is equally important to recognize that changes were also required of those
who now had to take on the functions and responsibilities formerly carried out by these two
men.

The Decision Making Code

The code definition that was used to guide the coding of the transcnpts for the
Decision Making codeword read as follows:

Decision making: Anything clearly related to the process of deciding what to do.

Includes any information about how decisions are made, how they are delegated, who

is involved, how long they take, and how decisions may have changed as a result of

becoming public.

Sixty-four segments were coded to Decision Making; it was used in 12 of the 13
transcripts (92%). Subsequent sub-coding generated 88 segments in seven different
sub-codes. The interpretation of these sub-codes showed that decision making activities
continued to show strong elements of entrepreneunal, fast, and action onented behaviours,
while at the same time they became noticeably more cautious and conservative, with a more
short-term orientation and, in many cases, a longer decision time. These facts, combined with
the new concern for outside shareholders and their interests, lead to clear indications of both
increased formality in aecision making structures and increased consultation in the decision
making process.

Entrepreneurial, Fast, and Action Oriented
Reports of the entrepreneurial nature of decision making as fast and action oriented

were somewhat mixed, depending largely on t:ie perspective of the person doing the reporting
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and on the time of the interview (1986 or 1988). There was, nonetheless, a concensus that
the company remained able to react quickly with the required decisions and actions:
‘Decisions are taken quickly here, that's the fun of things... We don't go through many
comimuttees to go for decision making. Essentially, decisions are taken quite rapidly” (J.
Aubert, 1986, I. 312). R. Gagnon reflected this same observation in 1988 when he stated that
"The first thing that is quite different [from Domtar] is the pace of decision making. Here it's
quite fast compared to anything | was exposed to before® (R. Gagnon, 1988, |, 75).

Decisions can be made rapidly when "a small number of people can make decisions"

(J. Aubert, 1986, |. 1079). C. Gentile indicated that 'the pianning 1s in the minds of the
owners" (C. Gentile, 1988, |. 838). He also indicated that the owners still handled all major
decisions, contracts, and supply arrangements. *Definitely, right now, all the decision making
is very focussed, it's stit Mr. Marcoux really that makes the capital decisions. We don't have
the discipline yet to distribute or delegate that" (C. Gentile, 1988, 1. 180). In a word, *he [R.
Marcoux] calis the shots" (C. Gentile, 1988, I. 216). "[He acts extremely quickly] once he feels
convinced about the situation* (R. Belair., 1988, I. 584).

Several examples of quick decisions were provided:

- R. Belair described how he acted once he had the authority and support to
solve some of the problems in therr TPS company: 'l knew what the problem
was and in one month after | was here | took all the decisions that should
have been taken. | had everything down on a piece of paper. ! told them,
Cam and Rémi, | said, ‘Look, firstly | do this, secondly | do thié and bet you
there is a profit in the next month.™ (R. Belair, 1988, I. 546). This attitude
towards acting on problems was also evident in his clear frustration at the
length of time it took to establish the required authority and support in this
TPS situation: *Somebody has to take the decision... You take the decision,

you live with the consequences... | knew what to do, exactly what to do. |
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needed the authority* (R. Belair, 1988, |. 628).

- R. Gagnon described the decision making process for establishing the
company pension plan: *lt was the first meeting of the three presidents of
each sector, myself, the V.P. Finance and Rémi. | asked at this meeting to
present a proposal for the total pension... In a meeting of two hours | came
out of the meeting with an OK for a pension plan for the total company and
also what type of pension and what budget... My previous experience would
have been three years to take a decision hke that' (R. Gagnon, 1988, |. 136)

- The ratification of R. Gagnon’s human resource plan was also resolved
quickly: *| prepared that and t sat an hour and a haif with Rémi Marcoux to
check with him, in terms of management philosophy, if | was in line with him. |
think he changed just one thing... We presented that and discussed that in
the Management Committee meeting Monday. It toock an hour and that's it, it's
finished" (R. Gagnon, 1988, |. 362).

A somewhat different view was expressed by C. Dubois and R. Faucher when they
indicated that the decision process had become more involved than it was before the IPO.
The responsibilities 10 shareholiders was one new dimension; "Usually we used to just buy the
company and then say let’'s forget about it, let's go. Now it's impaortant to let the public know
that we did it, how it fits, ... what it may do, and what we do envision with it and what are the
benefits* (C. Dubais, 1986, |. 655). R. Faucher described how the decision making process
itself had changed: "Before, you are all the three of them together and talking and Rémi says,
'OK, we're doing this and that's it.' That's the Board meeting, he's 51%... So it's not the same
thing at all [now]. While now I've seen Board meetings where some of his partners were not
necessarily in agreement with him at some presentations... You get into discussions - why,
when and how, sometimes it's easy, sometimes it goes on for hours' (R. Faucher, 1986, 1.

2346, 2439). P. Brunet, an external member of the Board, did not agree: *No, no [decisions
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do not take longer because of the Board] because now you'll call the Board very fast and get
it approved. That's not a problem* (P. Brunet, 1986, I. 149).

The difterent views and perspectives almost certainly reflect a company in transition as
much as they reflect individual differences. GTC had very strong entrepreneurial roots, and R.
Marcoux remained a very powerful force in driving the company; at the same time, the
pressures of public responsibilities, growth, and the demands of new managers were moving
the organization towards more delegation and formalization of the decision making.
Cautious and Conservative
There was a consistently expressed view that decisions had become more cautious
and conservative since the IPO. This was stated more frequently in 1986 than in 1988 (six of
11 comments sub-coded as Decision Making: Conservative were from 1986). The majority of
the text segments (6/11) in this sub-code were statements by R. Marcoux himself, the central
decision maker in the company and the person probably best able to discern these shifts in
decision making style.
The statements made in the interviews were direct, brief, and self-explanatory:
- *We are certainly more careful® (J. Aubert, 1986, |. 406).
- *You are much more cautious or less riskier once you become public* (J.
Nepveu, 1988, I. 46).
- *As far as more conservative, to a certain extent, yes* (J. Nepveu, 1988, I. 139).
- "I think it's forcing Rémi to be a little bit more conservative... Because he has
to go in front of the public* (C. Gagnon, 1988, |. 1305).
- *['m] lots more [cautious about the moves | make}, | can tell you that" (R.
Marcoux, 1986, |. 723).
- *Today we have to put on paper our capital budget and to live with it* (R.
Marcoux, 1986, 1. 1606).

- *Yes, [I'm more conservative] because we've got to take care of earnings for
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our shares" (R. Marcoux, 1986, 1. 1810).

- *Today we've got to be more careful... We check more, we take more time,
you know, we are more cautious and we are concerned about the image of
any acquisition, the public and so on* (R. Marcoux, 1986, I. 1880).

- *Yes, I'm more, you know, je suis plus prudent" (R. Marcoux, 1986, |. 1998).

- *There is a good point of that too because instead of just doing something on
impulse you have to think a little bit more because you will have to defend,
you will have to se'l why you are doing that to your Board... You pass more
time to think about developing your arguments. You've got to develop what's
the plus of it, what's the minus of it and so on" (R. Marcoux, 1988b, |. 3016).

R. Marcoux saw this evolution to a more careful consideration ot decisions as positive,
although he admitted that the transition was not an easy one: “it's different. it's tougher for
me, but it's different. And it's good... Yes, [we mal e better decisions]" (R. Marcoux, 1988b, |.
3030).

C. Dubois, on the other hand, explained how decisions might have become /ess
cautious as a result of the IPO and the pressure to show good results every quarter: It you
feel that you have to make a move to grow one segment of the enterprise and you need to
make a move, it may happen that you jump too fast on a deal... The danger i1s to go too
quickly at times and jump on occasion, or devote too much attention on making things
happen. Whenever you do that, you lose control of your negotiation power* (C. Dubois, 1986,
1. 1035). He felt that R. Marcoux might *make a decision more quickly because of this new
dimension of public pleasing" (C. Dubois, 1986, |. 1318).

J. Aubert also suggested that as the company grew it could undertake more risks
without such great concern for the impact on quarterly results: "As we're getting [bigger and]
more diverse, we're able to take more risks, and we're taking them... Because it has less of

an impact on our quarter" (J. Aubert, 1986, 1. 620).
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Short Term Orientation

*Being a public company produces lots of pressure on you on short term results,
that's what | find" (R. Marcoux, 1986, |. 712).

R. Marcoux was well aware of the impact of quarterly reporting on shortening the
timeframe of decisions. In 1986 he indicated that, *“Being public, shareholders are waiting for
an increase every quarter, so it's tougher for me... Today I'm concerned about that [an
investment that fooks good in the longer term but will drain short term profits)... Because I'm
concerned about the share price” (R. Marcoux, 1986, . 2007). He went so far as to say that
*there are some programs which | have not decided yet, but | think it will be a report [no-go]...
Because it's too costly short term* (R. Marcoux, 1986, [. 2025). In 1988, when asked about the
impact of quarterly reporting, he replied, *Pressure, pressure, pressure... Yes, [it increases the
focus on the bottom line}* (R. Marcoux, 1988b, I. 2807). He went on to explain how In
acquisitions the cost is recorded as a capital investment that does not affect earnings, while
the new company's operating incorpe makes an immediate contribution to profits. He
compared this to internal development (new startups) which drains profits because startup
costs are charged as expenses that reduce profits. His conclusion: *I have no choice. | have
no choice, you know, it's more important, acquisitions, than internal development" (R.
Marcoux, 1988b, |. 2076).

C. Dubois concurred with R. Marcoux's appraisal of this reality: *Yes [there is more of
a short term orientation}. In some ways that is true... He [R. Marcoux] is very concerned and
very dedicated to show the shareholders a profit... In that revpect, it has created this new
dimension of short term" (C. Dubois, 1986, | 184). He went on to contrast this with his own
view: *I'm more concerned with the long term, long range future for myself and for the
company* (C. Dubois, 1986, |. 995).

J. Auben, J. Nepveu, R. Gagnon, and C. Gentile all reported this short term

orientation:
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- “That's the problem with North American companies and not only our own It's
that it shortens your time span” (J. Aubert, 1986, |. 581).

- *You are much more cautious or less riskier once you become public..
Because it's other peoples’ money and because they're looking in every three
months” (J. Nepveu, 1988, |. 46).

- *l think the pressure on the profit is larger... You can't have a big variation
from one quarter to another... They are thinking in those terms, to keep the
credibility [with shareholders and the financial community}, to respect their
cornmitments* {R. Gagnon, 1988, |. 1836).

- *They are a little bit more concerned about what the bottom line is... Now it's
quite obvious that Transcontinental, GTC, has to be perceived well by the
marketplace. /tis imponant that we corae out with good quarterly staternents
results (emphasis added).. | think he's [R. Marcoux] starting to be concerned
that by making that decision [to start 2 new company]... he has to put some
seed money, he's going 10 take some money out of the bottom hne and he's
trying) to get a decent quarter result. There's conflict now (emphasis added)"
(C. Gentile, 1988, |. 1268, 1354),

The increasing short term orientation is well substantiated; at the same time, C. Gentile
stated that "l haven't seen him [R. Marcoux] change a decision because of the short term
implications® (C. Gentile, 1988, |. 1376). J. Nepveu echoed this observation: *| don’t think
decisions have been taken to boost the results on a quarterly basis. That is certainly not the
case" (J. Nepveu, 1988, |. 143).

Slower Decision Making

R. Faucher ind.cated in 1986 that: *Decisions are a little slower to be taken, but it has

its positive aspects too  When | say slower, before [the IPO] these kind of expansion

decisions were taken overnight... [Now] it takes a little longer, that’s all. But, again, | think it's



Needs Assessment 118
a better way of doing things because you get more people to think about a decision that you
have to take and you have less chances of goofing when you're seven heads taking a
decision instead of just one" (R. Faucher, 1986, |. 3575). Furthermore, the situation had
changed as the company had grown: "Company directions are different. Before you were
dealing with hundreds of dollars, now you are dealing with hundreds of thousands of dollars,
s0 it makes a difference. You were taking three decisions before during the year and now
you're taking ten... So it's different, it's really different" (R. Faucher, 1986, I. 2368).

R. Faucher explained in 1988 that there were more major decisions and they could no
longer be made by one or a few people. He said that *before, a new press was a celebration
when we used to buy a press in a year. Now we buy four in a year and it's $5 million each,
so | mean, we spend more time, because we are not part of the decision. 1t is coming from
underneath and we don't know... You ask questions because you don't know. Before you
had the knowledge, you were the decider. No more. It's done by managers now" (R.
Faucher, 1988, I. 131). Thus, it appears that the larger organization, with more levels of
decision making, could not avoid a longer decision process.

R. Marcoux's perspective was a bit different. He did not teel the decision making took
longer, although the process of ratifying decisions for acquisitions was more complicated:
*[An acqusition could take] maybe one week more, but not really, it [just] takes more paper [t0
get approvals from regulatory bodies]' (R. Marcoux, 1986, . 1780).

Shareholder Concerns

"The overall fact of shareholders that are a part of your company, the notion of having
new partners that you wish to please, and wish to [have] content, is a new dimension into the
decision making process® (C. Dubois, 1986, |. 1095).

Several comments supported the view that this concern for shareholders affected
decision making, aithough the specific impact was not clearly described. R. Marcoux stated

that "before taking on this [IPO], we were our interests. Today, in any move, it's our own
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interests plus the investor' (R. Marcoux, 1986, 1. 1826). C. Dubois explained ihe same view:
*We used to just buy a company and then say let's forget about it, let's go Now it's important
to let the public know" (C. Dubois, 1986, I. 655). C. Dubois went on to say that *He's |R.
Marcoux] concerned. I'm sure that in his decision making process, it ts a pont that needs to
be catered to* (C. Dubois, 1986, 1. 1016). The attitude seemed to be that *you live In a
perspective that is wider, different, and we have created {for] ourselves a certain amount of
pressure on this... It's an additional amount of pressure that you have in there, and it certainly
along the way affects your decision making process" (C. Dubois, 1985, | 1152). There was, at
the same time, a sense of identification with the shareholders: *We are proud to be
associated with our product and we feel that the shaieholders are the same too* (R. Marcoux,
1986, I. 1895).

The only specific impact on decision making of this concern for shareholders seemed
to be the impact of the stock price on decision making (see the preceding section on Shor
Term Orientation and the section on the Stock Price Code: Stock Price). R. Marcoux stated
simply that "we've got to take care of earnings for our shares* (R. Marcoux, 1986, I. 1810).

Increased Formalty in Decision Making Structures

The transition from entrepreneurial, fast, and action oriented decision making to more
cautious and conservative decision making was influenced by a concern for shareholders and
for quarterly results. This transition brought increased formalization and structure to the
decision making process. This theme of formahzation and structure as the company became
public and grew rapidly is a recurring one; it is also evident in the Board of Directors code
(see The Board of Directors Code: Formalization of Decision Making) and in the Organization
Structure code (see The Organization Structure Code: Bureaucratization). J. Aubert indicated
that there was "more formalization of some of the decision making* (J. Aubert, 1986, I. 896).

M. Vachon agreed: "Now it's more formalized" (M. Vachon, 1988, |. 463).

One important dimension of this new formality was the increased docurnentation of
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"Today we have to put on paper our capital budget and to live with it" (R.
Marcoux, 1986, |. 1606).

"The difference is... We've got to put that on paper to present to the Board.
And before, you know, | could say because of that, they do that and so and
s0 and that's it* (R. Marcoux, 1986, 1. 1793).

'We had to come out with a file explaining [the proposed acquisition to the
Board]... Everything had to be justified” (R. Faucher, 1986, i. 3322).

"It's something that you have to go through every three months [the Board
meeting] and it's sometimes long. It’s always, you have to come out with
numbers and documents and analyse this and whatever it needs to take the
decision" (R.Faucher, 1986, 2433).

*We started to write plans down [since the IPO]... We hadto lay it outin a
more disciplined and organized written fashion* (C. Dubois, 1986, 1. 704).
"It's still the same decision process other than going to a Board as | told you
and documenting that decision more than we used to* {C. Dubois, 1986, |.

836).

The influence of the Board in creating a more formally structured decision making

hierarchy was evident in the 1986 interviews: *Before we were deciding that ourselves. Now

we have to go through the Board to get their authorization" (R. Marcoux, 1986, |. 1516). (See

also the Board of Directors Code: Formalization of Decision Making).

Budget setting, described in a similar way by both C. Gentile and R. Marcoux,

ilustrates the increased structure in this important decision making process. C. Gentile

explained that "each profit centre was asked to provide the budget for 1988... We [the

Management Committee] sat down and consolidated all those requests... [And then we]

looked at what should be priorities* (C. Gentile, 1988, I. 360, 736). R. Marcoux's description of
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this process was more detailed:

At the end of each year we meet each of our key people in each dwision... [They]

present their program for the next 12 months. OK. When all these meetings are over,

the GTC Management [Committee] sits together, everything 1s put together and now

the decision is taken... Usually at that meeting we fix the rules for the next 12

months... This is the result of our meeting, this document has been presented to our

Board [a written plan for each division]. But that's the final product from the planning

meeting (R. Marcoux, 1988b, I. 340).

This three-step decision process (Division, Management Committee, Board) replaced
the preIPO one-step process (owners plus one or two key executives). The difference,
according to R. Marcoux, was that "it takes longer, it's more formal, but the difference, you
know, is that more people are involved' (R. Marcoux, 1988b, . 605). Thus, for R. Marcoux,
there was some change in the decision making process: "I've got to bring that to the
Management Committee and the Board... That's right [if we were not public, I'd just do it]" (R.
Marcoux, 1988b, |. 2899). The results, however, were seen in a positive hght:

There is a good point out of it too, because instead of just doing something on

impuilse you have to think a little bit more because you will have to defend, you'll have

to sell why you are doing that to your Board... It's different. It's tougher for me, but
it's different. And it's good. ... Yes, [you make better decisions}, you pass more time

to think about developing your argument (R. Marcoux, 1988b, |. 3016).

Increased Consultation

The growth in the GTC organization after it became public increased the number of
required decisions beyond the capacity of the owner/managers and their few key executives:
*We're all over the bloody place [Canada and the U.S.] so you have to delegate, you have to...
You have to hire a general manager who can make decisions® (C. Gentile, 1988, 1. 877). This

delegation imperative is described and analysed in more detail in the section on The New
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Functions Code: Delegation and Decision Making as well as in the section on The
Management Style Code: Delegation and in the section on The Organization Structure Code:
Delegation and Decentralization.

The fact that delegation is evident in four different codewords attests to its importance
in the development of GTC. C. Dubois stated clearly that "delegation, changing the structure
of power, was the key thing to me... The key transition, | think, has been the delegation
aspect” (C. Dubois, 1986, |. 1482, 1533). His partner, R. Marcoux, was reported to be more
willing to delegate responsibility after the IPO (see P. Brunet, 1986, I. 305).

The evidence indicates not only that the decisions were being made at more levels of
the organization (delegation), but also that more people were involved in the executive
decisions that had always been made by the owner/managers themselves. M. Vachon stated
that "it's more teamwork now than it was before* (M. Vachon, 1988, I. 206), while J. Nepveu
pointed out that "Mr. Marcoux and Mr. Dubais still represent the main thrust of development...
Although we panticipate in decisions* (J. Nepveu, 1988, |. 188). R. Marcoux was reported to
be *taking more time now, he's con.sulting a lot* (R. Faucher, 1986, I. 1928). R. Marcoux
himself admitted the change in saying that "we've ant to talk now, and before it was easy to
decide, we were three partners and that's it* (R. Marcoux, 1986, |. 1857). Decisions that used
to be made by the three partners now involved more people: *[It's] still those three plus at
least a couple of persons, plus the Board* (R. Marcoux, 1986, |. 1793). In fact, the
Management Committee, set up after the IPO, became the highest decision making body
below the Board, and it comprised the Head Office executives and Division Presidents along
with the three partners. This new decision making structure automatically increased the
amount of consultation.

The decision to reorganize the TPS company and the role of Ronald Guillemette (the
founder of TPS) was an incident that clearly demonstrated the consultation and consensus

seeking that took place. R. Belair described it this way: *| could see he was going to ask me
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something and | said, ‘Rémi, don't worry, I'm going to TPS', or something like that... | read his
mind, but also, | spoke to Cam [Gentile] the day before and we were both coming to the same
decision" (R. Belair, 1988, |. 595). Cam Gentile described the same incident as follows:

Rémi said it's not going well... What we did was Roger [Belarr] and | met with this

individual for nine hours... And the next day, when | came back, | saw Rémi and | said,

It's OK, | think Roger will do it. Go ahead and finalize with Ronald [Guillemette], we

have a game plan.’ Rémijust confirmed it and Ronald Guillemette was very pleased

because of the involvernent (C. Gentile, 1988, I. 1016, 1047).

The Board had become important in this consultative decision process: "Rému still
consults a lot with his partner Claude mostly. But I think he brings the dossier, the file, to the
Board’ (R. Faucher, 1986, |. 3418). The Board's influence in increasing the documentation of
decisions was noted earlier in this section and it is also noted in the section on the Board ot
Directors code. The incident in which an acquisition decision was reversed as a result of a
Board meeting further illustrates both the increased consultation in decisions and the benetfit
of this more involved process (see the section on the Board of Directors Code: The Changed
Decision): "They decided to follow the counsel of the Board, and | think we've proven to be
right on that one" (P. Brunet, 1986, I. 135).

Summary

This analysis of the Decision Making code demonstrates clearly a company in
transition. Decision making behaviours that had previously been highly centralized and
entrepreneurial, fast and self-serving were being altered as the company grew and matured.
Delegation became unavoidable, if difficult; more people were involved in decision making;
and the process became more structured, formalized, and time consuming. The concern for
shareholders’ interests combined with the pressure on short term results introduce a more
deliberate, cautious, and short terim orientation to decisions. It is, therefore, clear that the key

decision makers were learning to act differently as the organization was growing up.
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The Board of Directors Code

The code definition that was used in the transcript coding category for the Board of
Directors was defined as:

Board of Directors: Almost any reference to the Board of Directors, its make-up, role,

nature of meetings, how its changed due to the IPO, etc.

Thirty-one text sagments were coded as Board of Directors (5.3% of all segments
coded). It was used in 10/13 transcripts (77%]).

The Board of Directors code was analysed by further classifying the 31 text segments
that had been so coded. Six sub-codes were used, and some of these 31 segments were
further subdivided in order to accommodate more than one sub-code. The resulting 44 sub-

coded segments were sorted as the basis for this analysis of the Board of Directors codeword.

The most overriding impression on reviewing these segments is that the main
influence of the Board of Directors was in making decision making more structured, more
formalized, and, perhaps, a bit more conservative as a result of becoming a public company.
Further, the Board comes to be treated as the highest decision making authority and new
inputs are brought into the decision making process. A certain amount of new discipline was
required as the company formalized both communications and procedures. The extent of
change is, it turns out, rather surprising given the fact that only one new person was added at
this highest level of decision making. The I'egal. structural requirements of becoming a public
company conspired favourably with the company's positive attitude to result in an improved
capacity to make its highest level decisions. .

Formalization of Procedures
One of the first observations is the need to follow more procedures regarding Board of

Directors’ communications and meetings, and to follow these more strictly. “It's a major

change because it's a structured Board meeting, it happens at definite times of the year, and
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s0 you have deadlines to meet... You have to be more disciplined" (R. Faucher, 1986, 1. 2336).
Jacques Nepveu, Corporate Secretary, said that, *when | arnived here [in December, 1986)
they never had a Directors meeting calied with the proper delays" (J. Nepveu, 1988, I. 975).
The fact that even in 1988 R. Faucher admitted that, *we're still today sending out documents
to the Board 24 hours ahead of time and sometimes 24 hours after the Board meeting" (R.
Faucher, 1988, 1. 1891), does not change the fact that they had to pay more attention to these
procedural formalities than in the "informal meetings like they had before, you know, on a
Sunday at Rémi’s place* (R. Faucher, 1986, |. 2355).

In addition to the formalization of Board procedures, they came to realize that “if you
want the Directors to be well informed to get to the point, you have to organize your reporting,
in particular to them, properly" (J. Nepveu, 1988, |. 593). For example, the final outcome of the
annual planning meetings with each GTC division was a complete report presented to the
Board for final approvai:

This is the result of our meetings. This document has been presented to our Board.

But that's the final product from the planning meeting... [It includes the breakdown of

all the different companies in the Printing Sector.] We got all that for each sector and

so on. Our Board is well informed. What happened for the last 12 months and what

will happen for the next 12 months. (R. Marcoux, 1988b, 1. 393, 434).

Formalizing procedures and providing full, formal reports to the Board created an
active Board, informed about, and involved in decisions:

The Board meetings themselves, they're run four or five times a year. What we do

here, we make a review of the quarter. We make a review of our results, our target,

and all those things, acquisitions, new projects. We sort of make a division by dwision
roundout of what happened in the quarter, where the problem areas are, what
problems we expect, what we are going to do about things. So it runs for six or seven

hours (R. Faucher, 1986, |. 2225).
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Formalization of Decision Making

The Board of Directors was now treated as the final decision making authority,
creating a more explicit decision making hierarchy throughout the organization. The decision
making process itself was formalized and increasingly documented as reports began to be
prepared to gain Board approval of decisions. The extra effort required to do these things
was not, however, without reward: The deliberations over decision making, at least at the
executive level of the company, were richer, yielding better decisions.

R. Marcoux stated very clearly in 1986 that the Board was the final decision making
authority:

Before doing any acquisition, it has to be authorized by the Board and any major

expansion program has to be authorized by the Board... Today we have to put on

paper our capital budget and to live with it, beceuse that's what’s authorized by the

Board... Before [the IPO] we would say, *OK, make the deal" Right now, we say to

the people of the company with which we are making the deal, *it's acceptable,

subject to approval of the Board" (R. Marcoux, 1986 I. 1513, 1606, 1754).

In 1888, he reaffirmed the role of the Board as the final decision making authority
when he said, "the process of taking a decision that we go through, let's say if I'm planning to
do an acquisition, I've got to bring that to the Management Committee and the Board" (R.
Marcoux, 1988B, I. 2896). On the other hand, he agreed that if the company was not public,
he would *just do it".

R. Faucher echoed this transition to recognizing the Board as the final decision
making authority: "Before he would have done it, he would have said to me, ‘I just bought
that, that's it, do the work." Now, every time he makes a decision like that he will say t's
always conditional to the agreement of the Board. | remember one acquisition that was turned
down* (R. Faucher, 1986, I. 3349). The fact that an acquisition decision was reversed as a

result of a Board meeting is in itself significant. This incident was described by three different
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people and is discussed in more detail later in this section (see The Changed Decision).

The hierarchy of decisions was clear (at least for top management decisions). R.
Faucher described this hierarchy as follows: *More special needs [for funds} they come to
me, then they go ta Marcoux, and if it's major it will go to the Board" (R. Faucher, 1986, I.
2800). Major items for the Board included all acquisitions and any separate expansion plan of
about $2 million or more, if it had not been part of the capital expenditure budget already
approved by the Board. In his words, this was *much more different [from when we were
private]” (R. Faucher, 1986, |. 2841).

One specific example of the role of the Board In establishing the decision making
hierarchy was provided by R. Gagnon when he described the process he was following in
order to have a decision on a new corporate-wide pension plan approved: ‘I will go back to
the senior Management Committee at the beginning of March with the final program. I'm
pretty sure it will be OK. In March | will go to the Board of Directors to have the formal
resolution" (R. Gagnon, 1988, |. 185).

Another example of the influence of the Board on decision making, this time through
its inaction, was provided by Roger Belair [President of Composition Contact, a typesetting
company in the pre-press section of the Printing Division] when he said that, "during the year,
last year, we identified on the Board of Directors [of TPS Ltd. - a graphics and photography
company in the pre-press section of the Printing Division] some things to correct and they did
not. Last year was a very bad year or TPS* (R. Belar, 1988, 1. 450).

The impact of accepting the Board of Directors as the final decision making body
really did seem to make a change in the [top management] decision making: *We refer to the
Board and present our budget and the Board knows our fong term, you know, we've got to
talk now, and before it was easy to decide, we were three partners and that's it* (R. Marcoux,
1986, {. 1854). In fact, the Board became the place where the partners sometimes reviewed

and discussed some issues for the first time: "l think he [Marcoux] brings the dossier, the file,
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to the Board and | don't think Claude [Dubois]} knows too much about the file before the
Board... Both guys are more busy than they used to be and the Board is really the place

where they [can meet]* (R. Faucher, 1986, |. 3420).

Prior to the IPO there *was kind of a Board, but really informal" (R. Marcoux, 1986, I.
413). The advisors that R. Marcoux used when GTC was private (Pierre Brunet and Pierre
Dupuis from outside the company and Claude Dubois, André Kingsley, and Claude
Beauchamp from within GTC) became Directors: "When we went public, now it's official" (R.
Marcoux, 1986, I. 425). One result of officializing the Board was that it became *structured, it's
so many times a year, with agendas and so on and everything is registered [recorded]}' (R.
Marcoux, 1986, I. 1506).

The difference was not just the structure and procedure of Board meetings, it was also
the preparation of information and its presentation to the Board for their deliberation: *The
difference is, right now, when we do an acquisition or anything, we've got to put that on paper
to present to the Board (emphasis added)* (R. Marcoux, 1986, |. 1730). R. Faucher described
in more detail than R. Marcoux th!s-new need for documenting decisions:

All these things were done exactly ike before when Rémi was private. The difference

came when he presented it to the Board and explained the kind of decision he had

taken, why he wanted to go there. So we had to come out with a file explaining who
that company was, what kind of price tag we were putting on it, how did we arrive at
that price tag. Aside from all the financial aspects of it, what was the decision to go
there and why so soon, and with this company instead of starting a brand new one. ...

So | mean, everything had to be justified. We had to build up a file. (R. Faucher,

1986, |. 3316).

C. Dubois was the third company executive to echo this new need for documenting
decisions: *"Having a Board of Directors we had to lay it out in a more organized and written

fashion... It's still the same decision process other than going to a Board, as | told you, and
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documenting that decision more than we used to* (C. Dubois, 1986, |. 717, 836).

In fact, this analysis suggests that it was not quite *still the same decision process",
but rather, that the introduction of an official Board engendered some significant changes in
the decision maliing process. It seems clear on analysis that ‘there was more formalization of
some of the decision making because of the Board" (J. Aubert, 1986, |. 896), specifically, the
increased documentation of planned decisions.

There was also evidence to show that the decision making deliberations were ncher,
leading to better informed and better decisions. The Board asked questions that brought in
different perspectives to the decision making discussions:

And you say, *"We're going to do this and we think this 1s good", and they come up

with questions that sometimes you didn't even think about... You have to come out

with numbers and documents and analyse this in whatever way it needs to take the
decision. And you get into discussions - why, when and how. Sometimes it's easy,
sometimes it goes on for hours... He [R. Marcoux] sees that very positively. Oh yes,
because he gets feedback that he would never have expected. It's like new partners

for him (R. Faucher, 1986, |. 2387, 2436).

The impact of the Board's different perspectives was well illustrated by the acquisition
opporiunity that was turned down as a result of the Board's review. In R. Faucher's words, “it
raised a lot of questions. He was trying to answer those questions but it was very difficult .
He decided to turn it down because he respects a lot those individuals [on the Board|" (R.
Faucher, 1986, 1. 374). Furthermore, the need to seek Board approval did not necessarily
slow down the decision making process because "you'll call the Board very fast and get it
appraoved. That's not a problem* (P. Brunet, 1986, I. 140). In fact, conference calis had been
used to hold Board meetings on short notice and for a specific issue.

R. Marcoux himself agreed that the involvement of the Board improved the quality of

decisions, though not without some difficulty for him:
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There is a good point out of that too, because instead of just doing something on

impulse you have to think a little bit more because you will have to defend, you will

have to sell why you are doing that to your Board... It's different, it's tougher for me,
but it's different. And it's good... Yes [you make better decisions], you pass more

time to think about developing your argument (R. Marcoux, 19888 |. 306).

Conservative Decision Making

"We are certainly more careful... More careful because of the quality of our Directors”
(J. Aubert, 1986, |. 406). The introduction of a formal Board of Directors may have influenced
decision making to become more conservative than before. Claude Dubois described the
change: "We all agreed, now we'll deal with the Board of Directors, we'll have to submit our
maijor decisions to them for approval. Their position is to protect the shareholders* (C. Dubois,
1986 |. 875). The owners would probably take greater risks on strictly their own account than
they would take (or the Board would let them take) when they had public shareholders to
consider.

R. Faucher also indicated that *we have to monitor [the decision making hierarchy] a
little more carefully than before* (R. Faucher, 1986, I. 3803). R. Marcoux explained how they
have to respect their budget and not act as impulsively as they might have previously: "Before
it was not so important [to stay within the planned budget]. Today we have to put on paper
our capital budget and to live with it, because that's what's authorized by the Board" (R.
Marcoux, 1986, I. 1605).

The tact that more peopie are involved in decisions, that more time is spent in
preparing, presenting, and discussing reports as part of the decision making process, and
that there is a new concern for the interests of public shareholders all support the observation
that, at the least, decision making became less informal, less impulsive, and, perhaps, less

entrepreneurial and more conservative.
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The Changed Decision

C. Dubois, R. Faucher, and P. Brunet each described the situation in which an
acquisition decision was reversed as a result of the Board's deliberations. This attestation to
the Board's role as the final authority on decisions was mentioned earlier. This section
explores the impact of this event on top management and their decision making behaviour.

Claude Dubois pointed out that this situation reflected (and perhaps tested) their
commitment to respect the Board, and that it led 1o a better decision:

The initial reaction to that was of course an upset because we are not accustomed to

that. That's a normal human reaction. Now, since we had accepted before to play

the game weli and to go with the Board of Directors, ... It was accepted when we 100k
the decision to go public... On the overall, that decision proved to be a wise
decision... So in that respect, it's good... Yes, definitely {the Board's involvement in

this decision affected the decision making process positively] (C. Dubois, 1986, |. 862,

890).

Robert Faucher described how the Board did not impose its decision on Rémi
Marcoux, but in expressing their concerns, they forced him to rethink his position and
subsequently decide with the Board:

They didn't impose on him because it's a very good Board for Rémi... They more or

less said, “Are you sure you know what you're getting into?"... It's not, "Yes, let's go!*

it's, "Are you sure about that, have you looked into this aspect, what are you going to
do with it?* It raised a Iot of questions. He was trying to answer those questions but 1t
was very difficult... f he would have been on his own he would have done the deal.

I'm sure, paositive of that. And this time he didn't do it because it raised questions and

for him i it raises questions these guys must know something about business too (R.

Faucher, 1986, |. 3361).

Finally, Pierre Brunet explained the additional information he brought into the
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deliberations that may well have been critical in turning the tide:

Mr. Marcoux was quite confused. And it was a type of situation where he was getting

involved in purchasing something in a minority position. It so happened that | knew

the person that was the majority. He could be a guy that can squeeze a little bit, and
| think you're paying too high a price in relation to having a minority position, where
taking a majority position would be different. So it was more an open discussion on
the philosophy... But anyway, they decided to foliow the counse! of the Board, and |
think we've proven to be right on that one (P. Brunet, 1986, |. 116).
Attitude to Board Members

*We are indeed blessed by a very good Board... The Board is definitely viewed as
being helpful* (J. Aubert, 1986, |. 387). This type of attitude certainly makes the Board of
Directors more successful. Others reflected this same positive attitude to the people on the
Board: *I think we've been lucky and we are lucky to have an active Board of Directors" (C.
Dubois, 1986, I. 797); *We're lucky because the kind of Board we have is a Board, you know,
it's three outsiders, four insiders' (R. Faucher, 1986, |. 2161).

This positive attitude to the Board members is not, in fact, entirely surprising, since it
was R. Marcoux who chose the Board members in the first place: "So he chose people he
was getting along with to begin with, like Pierre Dupuis, he’s a good friend of his. And he
chose people that were known for therr sound decision making, like Pierre Brunet [Chairman
ol Levesque, Beaubien, brokers]" (R. Faucher, 1986, |. 2468). P. Brunet was also a personal
friend: "Rémi Marcoux was a good friend of mine way back" (P. Brunet, 1986, |. 12). In fact,
with the exception of Bernard Lemaire (President of Cascades Paper), who R. Marcoux
recruited, all the Board members had already been active advisors to Marcoux on the
*non-official Board" (R. Marcoux, 1986, I. 403).

The Board members were not only known to the company and to each other, but they

were each competent and accomplished people in their own rights. As P. Brunet, one of the
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outside Directors, put it himself: *Outside Directors are not there to run the company. As a
role of consultants - the word in French I1s better - 'conseit d'administration’. They are there to
give ‘conseil’ [advice]... It's more the fact of getting good ideas, or criticize a little bit the
overall idea of expansion or give ideas about it" (P. Brunet, 1986, |. 65).
R. Faucher was more explicit in describing the qualities of these outstde Directors and
how they get involved in discussions:
These guys are intelligent people and they have their shows and their own businesses
and they're as strong mentally as anyone else sitting at the table. So | mean you're
dealing one against one. it's not like Remi, for instance, might be a powerful man, |
mean as far as mentally speaking and he might influence people but now it's not the
same thing. | mean he's got to really make a sale when he wants something to be
adopted because the guy in front of him, if it's Pierre Brunet or Bernard Lemaire, you
know he doesn't get influenced by anything but sound decisions and numbers that he
can or cannot see. He's got the arguments for and he doesn't care if somebody
thinks what of him. So they're very professional, these guys. They don't want to
waste their time there (R. Faucher, 1986, 1. 2395).
it is in many ways surprising that the creation of an official Board of Directors, but one
made up aimost entirely of people who were unofficial advisors pnor to the IPO, could have
the impacts on behaviour described throughout this section. Part of this is because of the
nature of the Board members themselves, as described above, and part of it has to do with
the attitude of the GTC executives towards the Board of Directors and the role it should play in
their (new) public company.
J. Aubert pointed out that R. Marcoux, as controlling shareholder, “could be
highhanded and use this Board really just as a social function where he gives a fee and that's
it... But he will make use of his outside Directors as counsel, | know he will* (J Aubert, 1986, |.

446). The company’s attitude towards the Board was constructive and positive nght from the
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start: "We want to learn. When we went to our Board the first time, we said to the guys,
‘Listen, we've never been to a Board before. We don't know what you guys need, so tell us
what you need™ (R. Faucher, 1988, L. 2112). This attitude of providing the Board with
whatever it needed in order to become meaningfully involved in decision making was part of
what drove the increasd documentation of decisions. The impetus seerns to have come more
from GTC than from the Board members themselves: *Not that they wanted to ask questions,
but Rémi wanted to supply them with the information® (R. Faucher, 1986, I. 3340).

Summary

Thus, it appears from this analysis that the careful selection of Board members,
combined with the company’s positive and constructive attitude towards learning to work
actively with this Board, led to more changes in company behaviour than were initially
intended, or even recognized by the actors after the fact.

The legal requirements of a public company regarding the structure and functioning of
its Board of Directors led to the inclusion of more people in decision making at the top. At the
same time, the delegation imperative of growth led to the inclusion of more people in decision
making at the lower levels. The company had, perhaps inadvertently, but spontaneously and
apparently successfully, increased its capacity to make good decisions.

The Strategy Code

The Strategy codeword was used to capture the vision, objectives, and plans for GTC
and to discover how the strategy and the strategic process might have changed as a result of
becoming public. It was defined as follows:

Strategy: Plans, objectives, and vision for the company. Includes the methods and

plans towards achieving objectives (e.g., budgeting). Also includes the way in which

they approach their customers, suppliers, competitors, and/or investors or other stake
holders. Mention of production or sales targets, financial goals, planning systems or

processes, tactics for achieving desired results, or descriptions of past or possible
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future scenarios all point 10 a strategy code.

Thirty-nine text segments were coded as strategy (6.7% of all ssgments coded). It
was used as a codeword in 10/13 transcripts (77%). The analysis of the strategy codeword
was based on sub-coding each strategy segment into one of five sub-codes. This yielded a
total of 59 segments for analysis from the original 39, This was due to the multiple coding of
some segments or the division of others into two sub-coded segments.

The five dimensions of strategy that arose in this analysis were: The founders’
strategic vision;, their goals and planning; the budgeting system; competitive strategy; and the
strategy of growth through acquisitions.

Vision

GTC had plans, objectives, and a budgeting mechanism as part of their strategic
management system. The driving concepts or images behind this strategic management
system were the founders' visions of the company. This strategic vision was expressed clearly

in five important areas:

1. The selection of flyers as the company's specialty.

2. The perspective on the keys to success in the flyer market.

3. The concept of total service for flyer design, production, and distribution.

4, The desire to build a large company managing a lot of physical, financial, and

human resources.

5. The concern for maintaining the entrepreneurial spirit in a maturing

organization culture.

These views were clear, at least to some of those in the company, but the means to
achieving them was less clearly outlined. in the absence of clearer objectives and plans,
these visions were that much more important in driving company behaviour. J. Auben
expressed this notion when he stated, *There is one major plan that 1s not written down

anywhere.., there is just the one, We know where we're going' (J. Auben, 1986, 1. 349).
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*We had said when we had made a proposal to the creditors, you know, we will do
one thing, we will do some flyers and a weekly newspaper... we just kept the equipment to
serve that market, that's all' (R. Marcoux, 1988b, 1. 920). It was clear that R. Marcoux always
had a clear strategic vision of the potential in the flyers market. When asked if he knew when
he started in 1975 that he wanted to specialize in flyers, he answered unhesitatingly, "Oh yes,
yes, yes, yes" (R. Marcoux, 1988b, |, 679). He expressed this vision publicly , and extensively,
in a presentation at a "Québec-Based Companies Seminar* organized by the brokerage firm
Levesque-Beaubien on October 16, 1987:
Trans-Continental had a new and different approach. From the very start we decided
to concentrate on the market for flyers, preprints and newspaper inserts. Flyers were
to be the principal product... Trans-Continental built a complete development strategy
around that product... Early on, Trans-Continental made the flyer into a higher quality
product, using better paper as well as offering more and more colour and different
sizes. We also developed a concept of total service, offering our customers a
complete package, inciuding photography, typesetting, layouts, colour separation,
stripping, printing and distribution. All that with one invoice, thus increasing service
and reducing handling delays and costs.
Today, Trans-Continental is the only fully-integrated printer in Canada; vertically
integrated, from photography to printing, but also geographically integrated, since we
have plants across the country. This allows us to serve our national clients more
efticiently in terms of distribution and to shorten delays (Marcoux, 1987b, p.4).
Thus, despite over 10 years of increasing their scope of activity, in 1988 R, Marcoux could still
assert that "82 or 83% of business is in the flyer production® (R. Marcoux, 1988a, |. 794).
The vision for the flyers market was not simply to recognize the market potential; it
also included a clear perspective that the keys to success included the need to have the

tastest and best quality printing technology and to move in and grow quickly while the market
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was expanding rapidly. M. Vachon described this view: "They had at that time a really good
view or perspective of what the flyer market would be in the future... the name of the game in
those days, and still today, was high speed, high quality and good productivity, all together.
This is what made the success all the way through* (M. Vachon, 1988, I. 61). Stock analysts
who studied GTC agreed: "GTC has sustained its competitive edge by positioning its
productive capacity in the forefront of technology. The company's state-of-the-art printing
presses have an average age of 4.5 years* (Scully, 1987, p.3), *The strength of
Transcontinental lies in its modern press equipment, which provides paper economies for the
advertiser, very short preparation time, very fast production time and superior quality”
(Mathurin, 1986, p.5). Another important element in their vision of the flyer market was the
total service notion, a one-stop shop for producing and distributing flyers. ‘“In printing we are
specialized in the flyer market. We do all the steps to produce a flyer [photography, colour
separation, typesetting, layout, printing, and distribution)... that's the whole concept of our
business" (R. Marcoux, 1986, |. 10). J. Aubert reflected this same vision when talking about
growth plans in 1986: "Photography. It was the only link that was missing [from] our vertical
integration, for us to operate it was a total concept of service" (J. Aubert, 1986, |. 242). D.
Mathurin, a stock analyst, agreed that ‘the development of the ‘total service’ concept as a
marketing strategy is a major element in the success of Transcontinental* (Mathurin, 1986,
p.3). Total service meant, in 1986, that customers could get all therr flyer services at GTC.
This was achieved, and the vision evolved to a total service concept for the entre Canadian
market. R. Marcoux described the rationale for acquiring plants in western Canada to
complete this Canadian network: *We were shooting for it [to double sales]. Oh yes, we were
shooting for it because [with our cross-Canada network of plants] they will save time, they will
save transportation costs... they'll save money, and that's what happened too" (R. Marcoux,
1988b, I. 1772).

GTC'’s position in the flyer market was clearly the result of explicit, intended strategies.
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*In contrast, GTC entered the publishing business almost by accident. In 1979, it acquired
one of its clients and debtors, Publication Les Aftaires, a money- losing business weekly
founded in 1928, when its owner died* (Boileau, 1987, p.2). This acquisition was unintended
and perhaps opportunistic, but it did fit into the company vision as a specialized printing
product that could appeal to a specific market segment. It also provided growth potential in
building a larger company.

The clear vision of the flyer market was, in turn, part of the dream to build a large
company. “The deal that | had with my two partners, you know, | said let's work hard, but
when that company will be $100 million sales and $10 million net equity, we go public... that
has been the agreement from day one* (R. Marcoux, 1986, |. 536). R. Gagnon described both
this vision and one of its manitestations: "I think Rémi Marcoux had a dream of building a big
company... everything he found that was nice and good and that he likes [1n the operations of
the large companies with which he is in contact] he brought the idea here and designed
different things, applied it" (R. Gagnon, 1988, |. 1636), "[There was a plan here from the
beginning} to make a big organization... [becoming public] was a means to get money. To
support their growth" (R. Gagnon, 1988, I. 1659). The most to the point was R. Faucher:
“They decided from piobably five, six or seven years ago that they wanted 1o go big and that
was it" (R. Faucher, 1986, |. 436).

R. Marcoux expressed how the vision was clear, but the methods were not known in
advance: "We didn't say we will do that by acquisition... and today if you were to ask me what
would be the percentage of the internal growth and what would be the percentage of
acquisitions, | could not tell you that* (R. Marcoux, 1988b, |. 1368). The IPO itself is an
interesting example of some of these unplanned consequences. C. Dubois suggested that
their corporate perspective and commitment changed: *l think it {the IPO] has given us a
better view to build a corporation that will last longer* (C. Dubois, 1986, I. 1466). R. Faucher

also observed how the IPO altered their strategic perspective: *The priorities and the
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obijectives of the company all of a sudden start to do some shifting [with the new financing
possibilities of being public]* (R. Faucher, 1986, |. 540).

The newest element in the GTC vision was the concern for the company keeping the
spirit, style, and demeanor of the company intact: "Yes, that's our goal, to develop and
keeping this place with the entrepreneurship... no, | don't think it's stated... that's nght [it's one
of the most important goals in terms of the culture of the organization]” (R. Marcoux, 1988b, I.
2914).

Goals and Plans

Planning activities at GTC reflected an evolution from planning in the minds of the
owners to more explicit statements of goals and strategic vision, many of which started to be
written down around the time of the IPO, and then showing increasing formalization in the
years following the IPO. The goals and the vision for the company were always clear, at least
to the owner/managers, but they became both more detailed and more explicit. The
requirement to publish an annual report brought with it the explicit statement of company
objectives in many of the President’'s messages. The first annual report, in 1984, provided to
shareholders and the public an introduction to the GTC strategy that R. Marcoux described as
evolving around two central objectives: "Identifying and developing very specific market
opportunities in which the Transcontinental Group aiready holds a strong position and can
continue to do so, and establishing new companies that initially meet some of
Transcontinental's internal requirements, and eventually burld up into independent profit
centres’ (GTC Annual Report, 1984, p. 2). The 1987 annual report expresses a more explicit
and more ambitious objective: "Being a North American leader in this field [wntten
communications]" (GTC Annual Report, 1987, p.2). The 1988 annual report showed how this
principal objective continued to evolve: *“Transcontinental Group intends to remain the
Canadian leader in written communications in North America® (GTC Annual Report, 1988, p.3).

Another non-interview source of statements about company objectives is R. Marcoux's
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presentation to the *Québec-Based Companies Seminar* of Octber 16, 1987. He was,
interestingly, more explicit in this presentation than he had been in his President’'s messages
quoted above. He made the following statement:

| would like to state GTC's mission as well as our main corporate goals.

Our mission is to be recognized as a leader in the field of print communications

throughout North America.

We have four fundamentai guidelines. They are:

- to achieve an average annual increase of 25% in total revenues;

- a 5% net profit margin;

- a return on average shareholder's equity of 20% per year, and

- a maximum debt to equity ratio of 55%.

Throughout the years we have been able to meet or even better these goals and we

are still aiming for them in the future (R. Marcoux, 1987, p.22).

The corporate objectives were expiicit, and increasingly so as they progressed from
year to year. There's little doubt that there was also a clear plan, if somewhat general, at the
outset of the company. This was already noted in the statement by R. Marcoux from the
previous section: *We had said when we made a proposal to creditors, you know, we will do
one thing, we will do some flyers and a weekly newspaper' (R. Marcoux, 1988b, |. 920). This
strategic plan provided focus for their activities and decisions. It worked well as long as the
owners themselves were able to manage all the key aspects of the busines. C. Gentile
observed that "the planning is in the minds of the owners. They have a goud perception of
the market, what's happening with the customer base, what's happening with the product line,
what's happening with the equipment supplier and so them being on top of that, they can
make the right decision and they plan® (C. Gentile, 1988, I. 828). J. Nepveu and R. Faucher
reiterated this view: °| think management, Mr. Marcoux and Mr. Dubois, have had in their

minds an idea of where they were going and what were their general goals as an organization,
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but this has never been formally jaid down" (J. Nepveu, 1988, |. 644); "Rémi and his partners,
they know the work. They could plan two or three years ahead of ime. They knew exactly
where they were going... no, it was not at all formalized, it was all in their heads and it could
have changed too* (R. Faucher, 1986, I. 3021). Plans and objectives became more explcit
around the time of the IPO and the company's middle management became better informed.
Some of this began to be written down. C. Dubois was, perhaps, the most direct about this
when he said that *because of that [IPO] and since that we started to write plans down.
Before that we knew in our heads where we were going... since we went public and just
before we went public also, we started to write those things down" (C. Dubois, 1986, 1. 676,
704). R. Marcoux concurred: *Being private we didn't have a written plan but being a public
company we put things on paper. . at least we had the target of where we will stand five years
from now. And at l.ast we must have a minimum of so many dollars of growth, so many
percentage of growth a year to achieve that... and t's different, our key people know. . our
plan. [As a private company] they didn't know that* (R. Marcoux, 1986, |. 1664).

Planning and strategies became more explicit in the clarification of goals but more
detailed formal plans of how to achieve these goals were still not in place: *l would he if we
say we do [wnte down future plans and scenarios]® (R. Faucher, 1986, I. 3077). With regards
to a five year plan, R. Faucher went on to comment that 'you need to be well orgamzed and
have the right info otherwise | say it's worthiess... | think we'll get there. But | don't think we're
there now* (R. Faucher, 1986, |. 3158). *He [R. Marcoux] might cali it a tive year plan but | call
it, it's @ planning strategy... | would call it more a five year plan with respect to what area we're
going to be involved more intensively in the coming years. [It's] very new" (R. Faucher, 1986,
. 3241).

R. Marcoux, in discussing goals and planning in 1988, also indicated that although
goals are clearly specified, the path to these goals Is less clear. *That's night [we didn’t say

how we would do it, but we had goais]. And today if you were to ask me what would be the
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percentage of internal growth and what would be the percentage of acquisitions | could not
tell you that* (R. Marcoux, 1988b, 1. 1372). When asked if he had had the plan to acquire
companies (which he had in fact done at a rapid rate), he replied, *No, it was not planned” (R.
Marcoux, 1988b, I. 1401). C. Dubois, while stating that planning had always taken place in the
printing and publishing sectors, was still consistent with the others when he indicated that
*some of it was written down [but] not in a sophisticated way" (C. Dubois, 1986, |. 696).

One clear exception to these observations regarding the lack of detailed planning was
in the human resource management area. R. Gagnon was quite explicit about the planning
they had done and the documents they had created:

| think they all had, for a long time, they had planned. Like, | find in the filing cabinet a

lot of good documents in HR and policies that they had developed in 1981-82. And it

was before going public. [That suggests to me] that they prepared that and
developed that and it was good planning... now I'm starting back to rewnte all that
stuff. | take that and we'll implement it everywhere... Like policy for bonus, poticy for
profit sharing, policy for performance appraisal, goal setting every year with
employees. That was in 81-82. There was a policy that each location should have
an employee’s manual. Actually it is not all locations that have an employee’s
manual. Butin 81-82 it was by design and they started but | don't think they were

able to keep up with the speed (R. Gagnon, 1988, |. 1568).

This suggests a clear set of plans and documents for certain parts of the HRM function, and
R. Gagnon extended this approach by creating a document entitled *“Human Resources 1988
Objectives* that was presented to managers in the company. This non-interview data detaiis,
in writing, the importance of human resources, and then presents the four objectives for 1988,
with sub-objectives. Nonetheless, according to C. Gentile, there was, in practise, a *lack of
human resource planning. We don't do a lot of that. One of the things that is preventing us

from growing and buying other companies and starting new plants is | don't have ready
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managers, | don't and I'm petritied” (C. Gentile, 1988, |. 899).

Plans may not have been clear and fully developed, but goals were clear, consistent,
and explicit. R. Marcoux indicated one of their initial goals: *When that company will be $100
million in sales and $10 in net equity we go public (R. Marcoux, 1986, 1. 538). He was more
explicit in describing company goals in 1986:

We are involved in three sectors. Our goal in the printing Is to be the largest printer of

fiyers in Canada, which we are already, and secondly, to become a major printer of

fiyers for the U.S. market... right now I'm looking for a small acquisition in publishing in
the English market... because nght now we would ke to develop some expertise in

English, which we don't have... nght now, i terms of distnbution, we cover Montréal...

four goal is] to be involved along the road in those [neighboring] cities and also to

develop in any other Canadian city (R. Marcoux, 1986, . 433).

R. Marcoux remained consistent with his 1986 goals statement then, two years later in
1988, he was again asked about the company's goals:

- “This year we were planning to invest, you know, in the U.S. because that's

our main target, to develop a network of printing plants in the U.S." (R.
Marcoux, 198843, I. 110).

- *First of all we will complete our development of our national network across
Canada... to be able to fulfill the needs of all our clients. Especially the
national retailers [our main customers)... Next, we have already started to build
a network in the U.S. We have two plants... In publishing nght now we will still
be developing some specialized publications... the 1dea of buying Hockey
News was exactly in that strategy |[of getting into the English sector]" (R.
Marcoux, 1988b, 1. 25, 93, 174).

- *All GTC together we are shooting for a half a billion dollars by 1991... that's

my overall corporate goal* (R. Marcoux, 1988b, 1. 125).
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- When asked if these goals are written down somewhere, he replied, *Yes, have

you seen our last annual report” (R. Marcoux, 1988b, |. 256). He then
proceeded to review the appropriate section of that document.

Two other goals that were not stated in the annual report but which were,
nonetheless, quite clear in R. Marcoux's mind had to do with market penetration and
corporate culture. First, he described the strategy of developing a national printing network so
that they could increase sales to their main customers, the national retail chains. | asked if he
knew in advance that this would literally double their sales to some of these national accounts,
and he rephed, "we were shooting for it* (R. Marcoux, 1988b, I. 1767). Second, he said that he
had an unwritten but still important goal, which was "to develop and keeping this place with
the entrepreneurship* (R. Marcoux, 1988b, I. 2914). This was becoming more and more of a
challenge as the organization grew and became more formalized.

C. Gentile, when asked to identify the most striking differences between GTC and
Domtar (where he had worked until five months before his interview at GTC), responded
without hesitation that it was the *lack of planning, structured planning® (C. Gentile, 1988, |.
828). He did, however, provide some insight into how GTC was becoming more structured
and formal in its planning. The company had a systematic budgeting process and ‘when we
finished the budgets and we consolidated and we looked at it and we said, OK, what does the
year look like, what's critical for each sector, for distribution, publication, and ourselves in
printing and we said, this i1s what | think we should be concentrating on. There are five
elements here {See Figure 17: 1988 Operating Plan}* (C. Gentile, 1988, |. 766). This operating
plan is more specific than the goal statements noted above, although it is still a long way from
the planning documents that C. Gentile had been accustomed to at Domtar. It evolved from

the budgeting exercise and seems to represent a step towards more formal planning at GTC.




Figure 17

1988 Operating Plan

G.T.C. TRANSCONTINENTAL GROUP LTD.
Obijectives of the Printing Sector

PRIORITIES - OBJECTIVES THAT MUST BE REALIZED

To meet the budget forecast for profitability expressed as follows:

earnings before interest and taxes of $23.1 million
a return on operating assets of 20.0% on Canadian assets and of 5.1% on American
assets, such return being defined as:

Earnings before interest and taxes
Working capital + net fixed assets

To establish quality circle programs that are operational in the following units: interglobe,
TCP Brampton and Contact Couleur.

To develop and implement a labor relations program with all plant employees involving
communications meetings and a personnel evaluation process based on predetermined
goals.

To establish safety programs in all plants in order to reduce the frequency of accidents
and the resulting loss time.

To establish an efficient cash management system with a maximum average age of
accounts recetvable of 55 days.

OBJECTIVES DEEMED NECESSARY TO ACHIEVE PRIORITIES

To generally better the quality of our customer services by, in particular

- improving the efficiency of the planning and scheduling function within ITC-Canada;
and

- improving the efficiency of ITC-Canada as a provider of services for other units in
the Group.

To evaluate and modify, if required, the printing sector organization structure.

To contirm a strategic development plan in the United States and implement it as the
case may be.

To implement the necessary corrective measures to bring plants such as Miami Valley
Publishing, Trans-Continental Printing South and Chartier up to targeted performance
standards.

To maximize the use of the *Total service” concept within our marketing and sales
strategy.

To establish a research and development marketing function.
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Further support for increasingly formai planning came from J. Nepveu, who stated in
one instance that "l anticipate that this year we wili probably be able to put down on paper a
communications plan geared not only to the financial markets but to a public image for the
company® (J. Nepveu, 1988, I. 470). He later went on to say that *during the coming year, | for
myself am going to work on some sort of development and strategy planning® (J. Nepveu,
1988, |. 654).

The fact that R, Marcoux had recently hired C. Gentile and R. Gagnon from Domtar
and J. Nepveu from SGF (where he had been Directeur de planification) supports the notion
that this was a deliberate attempt to bring in the habits and methods of larger corporations,
including more formal planning methods.

Budgeting

One key part of a farmal planning process is the budgeting system. R. Marcoux, a
C.A. by training, and R. Faucher, also a C.A. and GTC's V.P. Finance, had developed a
systematic budgeting process. 'Wt_a always monitored that very very intensively... there's
always been a lot of emphasis on the operating budget® (R. Faucher, 1986, 1. 2763). The
budgeting process was more fully developed that the other parts of therr strategic planning
system. In fact it was not the strategic plan that drove the budgeting process, but rather, as
C. Gentile described it, the reverse: *This [1988 Operating Pian - see Figure 17] came about
when we finished the budgets (emphasis added)... and we looked at it and we said, OK, what
does the year look like, what's critical... and we said, this is what | think we should be
concentrating on" (C. Gentile, 1988, . 766).

The budgeting process involved meetings with each operating unit. The increased
number of operating units and the legal requirements of a public company combined to
further formalize this process. R. Faucher described it and how it would probably change:

Once a year we were sitting down with each of the divisions with the hudget proposal.

One day each... we were discussing the business plan, what was happening last year.

4o
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what are your results. Now, this year, what are your objectives, what is your budget,
what is your capital expenditure budget, what's your new jobs to be created. And all
that. One full day. We did that last year. As always. There's about 14 of them now.
So it means, that us, here, work 14 days out of the office... over a month and a half or
two months we are able to go through the budgeting process of all these 14 or 16 or
whatever divisions... but it’s an enormous task... so what we're going to do?... I'm
working with Cam Gentile. He's going to have his meeting... he's going to have a
meeting with his people. He's going to come to us once a year with maybe two days
instead of one [to cover all the operating units in his dwision]... so that way we should
have three meetings [one per division] (R. Faucher, 1988, |. 1271).

R. Marcoux described this same process:
At the end of each year we meet each of our key people in each division. They
present their results with headlines on what happened in 1987 and they also present
their program for the next 12 months. OK. When all these meetings are over, the
GTC Management [Committee] sits together, everything is put together and now the
decision is taken, how much we will spend on fixed capital, how much we will iInvest,
and so on. Usually at that meeting we fix the rules for the next 12 months (R.
Marcoux, 1988b, I. 340).

He then went on to compare it with their previous (pre-IPO) approach.
Before, you know, when | was with three partners, in the beginning of the year we had
the same budget process with our guys, but the decision was taken between the three
of us. Usually at the annual meeting of each division we already agree right away...
now, since the company is moving and getting a little bit bigger, we have a shopping
list of everybody, OK, and we don't take decisions...when this has been agreed at the
administration committee [Management Comittee], the next step i1s the Board and this

is the final approval (R. Marcoux, 1988b, 1. 559).
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The earlier one-step process had become a three-step process. C. Gentile described
how he fit into this process: *We did go through a budget process here, more or less the
same as Domtar, each profit centre was asked to provide the budget for 1988 fiscal year...
[then] we sat down and consolidated all these requests... so we also prioritized. |, in turn,
came back and wrote to all my profit centres and said, these projects, essentially, had been
approved. Others have been eliminated" (C. Gentile, 1988, |. 360).

The three-step budgeting process was further complicated by the need to consolidate,
as R. Faucher explained: *There was a budget before, but again, they were not consolidated.
So now they're all consohidated by plant and consolidated for the whole company. New
acquisitions, corporately speaking, consolidated; new financing, new employees to hire. All
these things weren't done before® (R. Faucher, 1986, |. 2573).

The biggest change in the budgeting process was probably in the area of the capital
budget. The transition from an entrepreneurial capital budget style to a more corporate
approach was apparent. *In the past, major expenditures like a brand new piece of
equipment, like a press, would not be bought by the profit centre, it would be bought either by
Rémi or it would be bought by Claude Dubois" (C. Gentile, 1988, |. 386). R. Faucher
described further:

Capital budgets 1s more structured now... before Rémi might take a decision or his

partner to buy a press tine or whatever and that was it. | would find out later

sometime... now because, first of all, there's a lot more going on and the amounts
concerned are much more too, we do it with more disciphne. Meaning that first of all
we have set objectives, corporately speaking, as far as purchasing equipment this
year by plant... now if there's any more special needs, they come to me, then they go
to Marcoux and if it's major it will go to the Board. Sc we have to monitor that a little
more carefully than before (R. Faucher, 1986, . 2774).

He went on to explain some of the reasons for these differences:
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Now the ditterence [is] that the financing facilties are, you know, are greater so you

have to take more care because you might tend to get into the ten miilions and you

might end up at 15... there’s a lot more entities wanting some capital money too. |

mean belfore there were four plants, now there's 10. So every goddamn one of them

will ask for half a million more and that's five million at the end... we don’t want to

come out at the end of the year and say [to our shareholders] we have doubied that

[our capital expenditures] without reasons. So we have to be careful (R. Faucher,

1986, 1. 2856).

Competitive Strategy

The goals of the company were always clear, at least to the owners. Their competitive
strategy also seemed to be clear, at least as reflected in the four comments identified on this
issue. One dimension to this competitive strategy was a focus on having the best and newest
technology. J. Aubert described that the Chartier Company *had just purchased a new press
line where we felt that If they were successful starting it up and organizing then they would
seriously annoy us. So by buying them we bought our single largest competitor in our own
area" (J. Aubert, 1986, 1. 228). The interview with M Vachon, Director of the Chartier Plant, in
1988, confirmed the strategic importance of having acquired that equipment: "Denis Chartier,
when he sold the plant, the press that was here was one of the latest presses on the market.
At the time, for my first three years with the company that was the only press of that type in
Canada... That type of press was the fastest press in Canada as well. So there was no
competition around us that could print a product as fast, as well, or as quality-wise than
Transcontinental. So we were ahead of every competitor in Canada with that press® (M.
Vachon, 1988, 1. 131). He readily agreed that this technology was an important part ot why
their growth in that plant had gone from 12 to 110 employees in seven years and from 15,000
to 85,000 square feet.

A second dimension to their competitive strategy, as described by R. Marcoux in 1986,
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was their unique positioning in the flyers niche. He was, therefore, able to say that
*competitors, which are doing strictly like us, we don't have any... no one which has a!' the
inks of the chain is like us, OK, because we've got the photography, we've got colour
separation, we've got typesetting, distribution and so on. We are highly specialized” (R.
Marcoux, 1986, |. 1032).

This specialization and their consistent focus on satisfying a client's compiete flyer
needs continued to be the basis for their competitive advantage in 1988 as well. As R.
Marcoux described it, their large competitors (printers and publishers like Québecor, Reynolds,
and Southain), did not take notice of Transcontinental when it was a smaller, private company.
The company grew larger, went public, and began to be noticed by these competitors,
however, by then, “we are already a step ahead" (R. Marcoux, 198843, |. 845). GTC was ahead
because they had established a national plant network and were able to offer an effective and
very competitive cross Canada service to their major clients, the national retailers.

One other important element in their competitive strategy was connected to the
cor Yorate value of hard work. R. Marcoux pointed out at the beginning of the March, 1988
interview that they operate their plants on a seven day week, while competitars operate only
six days; this allowed them to bring in the extra revenue required to support the costs of new
equipment and to beat the compatition (this last said with a big smile).

Acquisitions

Acquisitions had always been an important part of GTC's growth strategy,
notwithstanding the fact that R. Marcoux declared that "no, it was not planned" (R. Marcoux,
1988b, i. 1401). Nonetheless, the first three businesses he entered (a typesetting company,
Transcontinental Printing, and Chartier Printing) were all acquisitions. Some acquistions were
motivated by competitive factors ("by buying them, we bought our single largest competitor in
our own area* [J. Aubert, 1986, |. 232)); some were motivated by the desire to build expertise

in new areas (*[we decided we wanted to get into English publications] at least three years
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[ago]. The idea of buying Hockey News has been exactly in that strategy” [R. Marcoux,
1988Db, 1. 220]); and some were i ~otivated by the need to control the business units they were
managing (“using the money of the group, it is important for us to be at 100%" [R. Marcoux,
1986, |. 296}).

There were some clear guidelines in this acquisition process. One important element
was the characteristics of the management of the acquired companies: ‘If you look at Rem,
what he buys, he looks at the philosophy of the owner that he's bought* (C. Gentile, 1988, 1.
937). Another important element was the nature of the business itself. “We have three
sectors. Anything which fits into those sectors we are interested in... anything else, we don't
lose our time" (R, Marcoux, 1988b, |. 643). R. Marcoux was explicit in descnbing their
acquisition criteria in both the 1986 and 1988 interviews. In 1986 he said:

We've got some critéres, some rules for acquisition. Our rules are very simple. it has

to be in a business which we know. Tomorrow morning, that company on the other

side of the street may be highly profitable and | could get that for nothing. Don't call
me, I'm not your guy because it has nothing to do with our sector. So we must know
the principle, stay in your niche, and we know our niche. And secondly, management
must be good. We are not interested to buy a company just to buy. What we are
looking for is good management. Somebody wants to sell his company just to retire,
let's get somebody else to buy that. You want them involved, yes, because the way
we operate our company is decentralized. So the action is in the affiliated companies
so the management has to be good. And third, it must have a future. The growth in
that business, we should at least forecast a goal. That's the three rules (R. Marcoux,

1986, |. 485).

in 1988, he said substantially the same thing:

First of all, it has to be [in one of our three sectors]... Management within the company

which we try to acquire must be good and there must be a good potential for the
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future... also, we have 1o be... an important player after a while. Because just to do as
everybody does, it's not sufficient... you've got to lead something (R. Marcoux, 1988b,
l. 1194).

The same three criteria were used in 1986 and 1988; by 1988 a fourth had been
added (to be a leader in your market). Although these criteria were not written down, “the
people, the president of each division, know. Rober Faucher knows, the top management®
(R. Marcoux, 1988b, I. 1262).

The importance of growth by acquisition increased once the company became public.
The concern for showing strong quarterly resuits favoured acquisitions over startups: Startup
costs create expenses thai reduce quarterly profits, whereas acquis't:on costs are capital
costs that do not show up directly on an income statement. Furthermore, an existing
business often has profitable earnings that get added to overall orofits, while new startups do
not typically generate profits for at least several quarters. R. Marcoux was well aware of these
facts:

To develop a magazine, OKZ ke This Week in Business, we have a budget of $1.5

million... [it goes as an expense] right on the bottom line, we don't capitalize that... if |

had the opportunity to buy a paper similar to that, that would be capital investment
and the profit which is generated to that publication would go right un the bottom line,
right away... | have no choice, you know, it's mo : important, acquisitions than internal

development (R. Marcoux, 1988b, |. 2839).

C. Gentile also recognized the dilemma of the situation and he observed that *there's
conflict now [between buying or starting a company]. Before it didn't bother him* {C. Gentile,
19£8, I. 1362).

Two other changes resulted from the IPO. First, the Board of Directors became
involved in authorizing and approving acquisitions (*for the Board, any acquisition we go

through them*® [R. Faucher, 1986, I. 2011}). Second, acquistions could be enacted using
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shares instead of cash, and "a iot of companies that he's bought were also bought with some
shares" (C. Gentile, 1988, |. 1236).

Acquisitions were clearly an important part of the GTC strategy. and for a variety of
reasons, as outlined above. It is indeed fortunate that R. Marcoux was able to say without
hesitation that "yes, 1 like it [to do acquisitions]" (R. Marcoux, 1988b, I. 1812) His enjoyment
of these acquisition activities was clearly demonstrated when the March, 1988 interview was
interrupted by a telephone call regarding a current acquisition deal. This was explained after
the call was completed, along with the biggest smile that M. Marcoux displayed over the
course of several contacts with him during this research.

Summary

The strategy codeword did not uncover a fully articulated and explictt set of strategy
statements. It did, however, show how some key elements had always served to drnve and
guide management behaviour. On the one hand, the owners' vision provided the tframework
for establishing goals and. more recently, a more formal planning system. On the other hand,
the acquisition strategy provided the growth to suppon the vision while the budgeting system
provided operating control to manage that growth,

The IPO and the ensuing growth of the company were both creating pressures 10
formalize and publicize these strategic dimensions. Thus, capital budgeting became more
formalized, the Board of Directors took on the final authority for acquisition decisions, and
objectives and plans were written down, not only for the annual report but also for internal
company communication The driving vision of the company had not changed but it had
certainly matured as the company grew and opportunities arose.

The Growth Code

The Growth codeword was intended to capture descriptions of and explanations for

the company's rapid expansion, both before and after the IPO. It was defined for transcript

coding as:
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Growth descniptions of how the company has grown, is growing and will grow.

Includes discussions of growth through natural evoiution, through the startup or

acquisition of other businesses, merger or other means. Can also include the

immediate results of growth strategies and activities (e.g., the problems of integrating

acquired companies into a unfied corporate framework).

There is no question that GTC was a high growth company both before and after the
IPO. The 1985 Financial Post rankings of all Canadian companies placed GTC first for growth
over five years: They acheived 112.1% componded annual growth in net earnings and 39.4%
compounded annual growth in sales (Mathurnin, 1986, p.3). The 55 segments coded as
dealing with this growth represented 9.5% of all the segments coded. Only four codes were
used more frequently (Management Styie [14.1%)], New Functions [11.9%], Decision Making
[11.0%] and HRM {10.8%]). !t was used in 12/13 transcripts (92%). No other codeword
appeared in more transcripts. The analysis of these segments identified the motives or forces
that seemed to drive this growth, the methods used, the problems that came with this growth
and how they were managed, and the opportuntties for and limitations on this growth as a
result of the IPO. These four aspects were the sub-codes used to carry out this analysis.

Mouves for Growth

GTC's growth was driven partly by its desire to expand and become more competitive
in its existing markets and partly by its desire to vertically integrate and offer a “one-stop"
service for flyer product and distribution. There were guidelines and plans to direct the
process, and the direction and style of growth were influenced by the IPO. It was, however,
probably driven mostly by the vision and initiative of R. Marcoux as CEQ and "Chief
Entrepreneur*. Tne company's position in a high growth market provided the basic foundation
for the growth possibilities they developed. The growth of inserts (flyers) was dramatic: Seven
billion inserts were printed in the U.S. in 1970; 64 billon were printed in 1985; and the 1990

forecast was for 90 billion. Income to printers was expected to jump from $1.7 billion in 1982
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to $4.4 billion in 1990 (Lorenzi, 1986).
Honizontal expansion was a means to both reduce competition and to reach the
forefront of printing technology. The former was described by J. Aubert: "By buying them, we
bought our single largest competitor in our own area. We secured our base... and therefore
we feel more confident now" (J. Aubert, 1986, |. 232). The latter was described by both M.
Vachon and R. Marcoux:
- *Chartier acquisition [the first in pnnting] gave them a new press so we were
ahead of every competitor in Canada with that press* (M. Vachon, 1988, |.
176). Having this technology was an important reason for their growth at
Chartier from 12 to 110 employees in seven years and from 15,000 square feet
1o 85,000 square feet.

- "RM: We were subcontracting some of our work to Chartier After a while we
said, why don't we buy that company... it just came naturally.
RD: So you saw the opportunity for growth, you saw the modern equipment,
you saw it was available and you said | want it.
RM: Yes, nght away" (R. Marcoux, 1988b, |. 1416).

Vertical integration was based on the vision of providing a complete service to
customers. This was the motive behind the acquisition of TPS, a photographic studio.
"Photography was the only link that we were missing in the pre-press... so we bought half their
company. TPS is 50% owned by GTC... it's a unique setup in this province actually offering all
what they offer here in this city* (R. Belair, 1988, |. 164, 323). *Photography was the only thing
that we had to contract out. Now we can do it. So that again was a strategic decision* (J
Aubert, 1986, I. 251). This same motive also seemed to be behind the launch of their own
colour separation operation: *Contact Couleur was a project that | presented to Rémi and
Claude because | think at that time the group was buying a mition and a half [dollars] a year

of separations outside. Now we're making five and a half million this year in separations” (R.
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Belair, 1988, |. 717).

The guidelines for what growth areas were of interest and what ones were not of
interest were clear, at least to the people most involved in growth planning (i.e., R. Faucher as
V.P. Finance, J. Aubent as V.P. Development [in 1986], and R. Marcoux as CEO):

- *As tar as acquisitions and what area we're going to get involved in, which
ones we don’'t want to get involved i, which people we should talk to because
we feel there might be possibilities, alf these things are identified to Jean
|Aubert]* (R. Faucher, 1986, |. 3094).

*We will be actively seeking out acquisitions on the printing side in the U.S...
we're going to be looking towards other publications in the English language”
(J. Aubert, 1986, 1. 354).

- "I know for instance, that a newspaper in Alabama, we're not interested... but a
guy calls from Toronto and says | got this magazine that deals with hockey, |
know we're interested in that* (R. Faucher, 1988, |. 1008).

- *Right now I'm looking for a small acquisition in publishing in the English
market... because nght now we would like to develop some expertise in
English, which we don't have" (R. Marcoux, 1986, |. 467).

- *Yes, yes [the decision to get into English publications was a deliberate
strategy]... [for] at least three years. The idea of buying Hockey News has
been exactly in that strategy because, you know, Hockey News is specialized
and also the head office is located in Toronto and for our publishing English
division it's a good place to be. So when this product was offered we paid a
high price to get that, you know, as a base... if we have a good opportunity we
will definitely buy [another similar publication]* (R. Marcoux, 1988b, I. 214).

The IPO brought a dramatic increase in the financial resources of the company and it

also brought more acquisiton opportunities as the company became more widely known. At
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the same time, it altered their approach to growth. First, they became more aware of the
importance of reporting quarterly results to shareholders. This may not have detered making
some long term investment decisions with no immediate results ("‘we had made investments i
acquisitions and in capacity increases to build for the future, knowing pertectly well that it
would have some kind of an impact on our performance compared to previous years...
negative impact on our performance of 1987" [J. Nepveu, 1988, |. 151]). On the other hand,
public accountability and public image were factored into the decision making process.
*Today, we've got to be more careful. . we check more, we take more time, you know we are
more cautious and we are concerned about the image of any acquisition, pubhc and so on®
(R. Marcoux, 1986, |. 1880). Furthermore, R. Marcoux was keenly aware that the desire of
shareholders for strong quarterly results favoured acquisitions rather than internal
development as a growth strategy: "Internal development Is highly costly . it | had the
opportunity to buy [rather than start from scratch] that would be capital investment and the
profit which is generated would go right on the bottom line, nght away {so it's a plus instead
of a minus)... | have no choice, you know, It's more important, acquisitions than internal
development” (R. Marcoux, 1988b, 1. 2822). The importance of satistying shareholders and the
interests of maintaining high stock prices becomes even clearer when shares are used as part
of the currency of exchange in making acquisitions. The higher the share price, the fewer the
shares that GTC has to give up.

R. Marcoux was probably the strongest single driving force behind this growth and
behind the choice of acquisition as an important strategy for achieving it. R. Faucher
described it clearly: *it's what sometimes | call ‘forced growth’. You've got the money, you
want to grow, the leading man here 1s an entrepreneur, he knows where he's gomng and you
have to follow... if you don't follow, we're replaced" (R. Faucher, 1988, 1. 40). R Marcoux
himself was more than ready to admit acquisitions was the most interesting part of his job:

*Yes, [I want to do more and more acquisitions]. | hke it... acguisitions, you know, [it goes
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fast]... the human contact is highly important so that's why I'm doing that myself (R. Marcoux,
1988Db, I. 1812). In addition, it was abundantly clear during the interviews that he was more
animated and enthusiastic when acquisitions were discussed.

Methods

The principal method for growth that came out in the interviews and the subsequent
transcript coding was acquisition. R. Marcoux got into his own printing and publishing
business onginally through acquisitions and this method continued, with some changes in
both the speed and method of acquisitions, after the IPO.

R. Marcoux started his self-employment career by searching for a suitable business to
buy. He in fact acquired two in relatively short order:

| did nothing [during the summer after leaving the position of V.P. Operations at

Québecor]. After Labour Day | came back on the market and | was looking to buy a

business... at the end of September, September 30th, | found out a business which |

could get because it was a turnaround situation... | made a turnaround in that

business very fast... in the r.neantime a paper company came to see me and said, will

you act on our behalf, five major paper companies, to see what we could do, what

could be done with Transcontinental* (R. Marcoux, 1988b, I. 875).

*We put together a package about the financial situation [of Transcontinental Printing]

and we had said that the only way to save yourseives, what could be saved is to get

out of it fast so we tried to sell the company. Nobody was interested. So | said, I'll

make you an offer, That's what we did... they accepted... no, no [it didn't cost

anything out of my pocket]" (R. Marcoux, 1988b, 1. 776).

The IPO not only accelerated the growth but also encouraged the acquisition strategy.
Growth was accelerated by the increase in financial resources: "Since we are public, and
partially because we are public, we have the money to buy partially our growth* (R. Belair,

1988, L. 895). 'l think it was in their plans to have the pattern we have right now in terms of
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plants... in 1984 that public affair just helped them to grow faster... it also permitted them, |
think, to stay on top of competition because of that" (M. Vachon, 1988, | 540); "Being public
you could always go back to the market to sell some equity to finance expansion. So in one
way the speed of expansion is more interesting being public® (R. Marcoux, 1986, I. 1073). The
IPO also made growth easier because *a few good opportunities did matenalize... so, by
having money in your pocket... you can really devote your thinking... to the growth of your
company* (C. Dubois, 1986, I. 97).
The IPO encouraged the acquisttion strategy because of the more advantageous
financial reporting of acquisitions versus internal development or startup. The result was that
*there’s conflict now [between acquisition and internat development]. Before it didn't bother
him" (C. Gentile, 1988, 1. 1362). R. Marcoux's own assessment, quoted earler, 1s direct and to
the point on this: "l have no choice, you know, It's more important, acquisitions than internal
development" (R. Marcoux, 1988b, |. 2876).
The IPO also encouraged acquisitions because of the possibilities of using shares as
part of the payment to the acquired firm. Several persons attested to this as an important
growth/acquisition method at GTC:
- *Two major things happen when you become public... your financial
capabilities are that much greater... secondly, which i1s very interesting. you
can make acquisitions with your own paper and we always try to have a
minimum amount of cash in our acquisitions" (J. Aubert, 1986, |. 181).

- *Keep in mind also that a lot of companies that he's bought were also bought
with some shares" (C. Gentile, 1988, |. 1235).

- ‘We have done some deals with our shares, buying a little bit cash and with
shares... it cost me dilution* (R. Marcoux, 198843, |. 548).

- "If we could make acquisitions with our stock, | would prefer to have my stock

at $20 than $10" (R. Marcoux, 1986, |. 1841).
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R. Faucher was perhaps most complete in describing the advantages of this
acquisition method:
You have two choices; one is you pay so much, the other one is you say, listen, we
can't pay that much but we'll offer you shares. It's especially important if the people
you buy stay with the company because then you say, Iisten, if it's as good as you
say it is good, you're going to help me make that company [of yours] grow and do
well and the shares that you have are going to be worth more. So it's an incentive for
the people being bought of performing and for us, for the purchaser, tt's a way of
acquinng assets without making cheques all the time. So it has proven to be very
very useful (R. Faucher, 1986, |. 1006).
it was clear that acquisttions, as a primary growth method, took up more management
time after the IPO, particularly for R. Faucher as V.P. Finance: *Where | get involved more now
is those acquisitions that we have made. Marcoux signs them but somebody has to do them
after... so it's getting most of my time right now* (R. Faucher, 1986, |. 4006).
The IPO not only facilitated acquisitions as a method for growth, it also altered the
acquisition procedure itself. First, formalization increased and the Board became more
involved in the approval process. R. Faucher and R. Marcoux both attested to these changes:
- *All these things [in deciding on an acquisition] were done exactly like before
when Remi was private. The difference came when he presented it to the
Board... everything had to be justified. We had to build up a file... whereas
before he would have done 1it, he would have said to me, | just bought that,
that's it, do the work. Now every time he makes a decision like that he will say
it's always conditional to the agreement of the Board" (R. Faucher, 1986, |.
3316).

- ‘Before we were deciding that [acquisitions and expansions] ourselves, now

we have to go through the Board to get their authorization* (R. Marcoux, 1986,
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l. 1516).
‘The difterence is, right now when we do an acquisition we've got to put that
on paper to present to the Board... before we would say, OK, make the deal.
Right now we say to the people of the company with which we are making the
deal, it's acceptable, subject to the approval of the Board" (R. Marcoux, 1986,
l. 1730).
*When there's acquisitions or things like that, we set up conference calls {with
the Board of Directors)" (R. Faucher, 1986, . 2221).
'l remember one acquusition that was turned down [by the Board]... they didn't
say no, but they more or less said, are you sure you know what you're getting
into... it raused a lot of questions... so he did [more digging] and he decided to

turn it down® (R. Faucher, 1986, I. 3355).

The approach to acquisitions changed in two other ways as a resuit of becoming

*Usually we used to just buy the company and then say let's forget about 1,
let's go. Now it's important to let the public know" (C. Dubois, 1986, ! 655).
‘Today we've got to be more careful... we check more, we take more time" (R.

Marcoux, 1986, |. 1880).

The acquisition process was led by R. Marcoux. His own description of their first

major acquisition (Chartier Printing) indicates both his involvement in the process and

something of his style:

To do their own publications [for Chartier] it takes only one night. So we were
subcontracting scme of our jobs there. So | sat down with Denis Chartier and 1 said,
Denis | want to buy your plant. But | had been pushing like hell. | was going to see
him every day, every opportunity | had. You know, | stopped off before Christmas and

we went to have lunch at the Hotel L'Auberge des Seigneurs over there and, you
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know, when he was sitting at the table | went out and | took one envelope and |
signed a personal cheque of one million dollars. | put that under the Christmas tree, |
said, Denis there's something for you there, there is one envelope there (you know, for
the cheque of one million dollars). ... Oh yes that was an important acquisition. | was
there every weekend. | was there practically everytime because, you know... we were
quite stretched {financially)... it was a big risk (R, Marcoux, 1988b, I. 1500).
it is, therefore, fortunate that R. Marcoux was clear in stating *yes [| want to do more

and more acquisttions]. | like it* (R. Marcoux, 1988b, |. 1812). It is also fortunate that these
acquisition activities were guided by a clear set of criteria:

Yes, [we have clear acquisition criteria]. First of all. it has to be [in one of our three

sectors]... Management within the company which we try to acquire must be good and

[there] must be a good potential for the future... growth. Also, we have to be an

important player after a while... we say dominant player [which means large market

share]... no {these critena are not written down}, the people in charge, the presidents
ot each division know. Robert Faucher knows, top management knows (R. Marcoux,

1988b, I. 1194, 1262).

The importance of becoming public in GTC's growth and the importance of this
growth in 1ts remarkable financial success was summarized fairly succinctly in the February,
1988 interview with R. Marcoux:

RD:1 guess you're saying that because you're public you were able to become

national.

RM:That's night.

RD:Because you're national you're able to make this kind of large, Canada-wide sale.

RM:Yes.

RD:So that supports your growth. Also because you're public you have the financial

strength to be abie to compete against the big firms.
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RM:Exactly. (R. Marcoux, 1988a, 1. 888).

Problems with Growth

There were a few problems that were identified as consequences of GTC's growth.
Some had to do with absorbing acquired companies and some had to do with information and
control as the company got larger.

The first major acquisition, Chartter Printing, was an important and risky growth step.
R. Faucher was hired around that time and he *got involved in a job that was called Corporate
Controller which is the job that | was capable in. Essentially | was more or less getting
involved in St. Hyacinthe [Chartier Printing] because this was the new plant and we were
losing a lot of money there* (R. Faucher, 1986, |. 33). R. Marcoux was also very involved in
managing this acquisition: *Since we took over that plant we had been adding some
equipment which we had problems with. So it could have been highly tough for us if we did
not succeed... yes it was a big risk" (R. Marcoux, 1988b, 1. 1568).

Several years later, in 1986, GTC acquired 50% of TPS, a photographic service, in
order to complete their service offering in the pre-press sector. R. Belair descnbed the
process of integrating TPS, and how some of the problems were managed:

*Things were supposed to work a centain way... but it didn't work like that at all... so,

slowly | was asked by Rémi and Claude to get involved at least on the Consell

d'administration* (R. Belair, 1988, |. 364). *Dunng the year, last year [1987] we
identified on the Board of Directors some things to correct and they did not... things
were getting worse with TPS and Rémt asked me to get more actively involved. |
mentioned at that time to Rémi that we should clarify the situation, that he should
clarify the situation with the president of TPS and so we did. He did that that same
night and the morning after it was done. | was here, actually | moved in. | took an
office here" (R. Belair, 1988, |. 450). 'l knew what the problem was and in one month

after | was here | took all the decisions that should have been taken. | had everything
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down on a piece of paper. | tald them, Cam and Rémi, | said look, first week | do this,
second week | do this and bet you there's a profit in the next month* (R. Belair, 1988,

. 546). *It's his company 50% [R. Guillemette, the owner of TPS] so he needed help

and he shouted for help. He's extremely happy now. The company, as bad as it was

last year, will probably have a record year this year* (R. Belair, 1988, I. 531).

Another growth problem described succinctly by C. Gentile was that *as the company
gets bigger it will just need to do that [delegate] because it will get beyond the limits of what
one man can do, no matter how good he 1s* (C. Gentile, 1988, 1. 471).

A different problem, also created by the growth of the company, had to do with the
need for information and control. R. Faucher, as Controller and then V.P. Finance, was the
one closest to these problems. He described them in both the 1986 and the 1988 interviews.
In 1986 he said, *You need more control, you need more information... when you have 20
entities, there's got to be a system that puts all these things together* (R. Faucher, 1986, |.
2315). In 1988 he said much the same thing:

But what has to change more is the size of the company. | mean, for instance, I've

managed three small companies before and you look at the numbers and you can see

you forgot something, this is wrong. You've got a handle on what’s going on, you
know, you live in it. But now you have operations in Vancouver, you've got operations
all over the place... you're not close to the operation anymore so everything comes out
as a surprise to you. So your management system has to change and all that has to
change because now it's not listening and going there and seeing things [yourself].

You have to read things now, it's different. So | don't think it's going public that

changes that as much as the size of the company (R. Faucher, 1988, 1. 182).

Furthermore, the amount of information required called for a different system.,
Previously, “all that information, that flow of information was gathered manually. Now you can't

do it because it's physically impossible. We have too many companies. it has to be done by
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computer, So doing it by computer means you have to have the same database so we're
working with that right now. We're going to spend a million dollars this year just in trying to
sophisticate our management information systems® (R. Faucher, 1988, |. 530).

Opportumties and Limits

*Another good reason [for going public] was giving us the possibility, financially
speaking. of doing things a little bit faster than we wouid have normally done if we would have
had to wait for profits to sustain our growth* (R. Faucher, 1986, |, 224). It is clear that going
public created a lot of opportunties for growth. *We have learned by experience that a few
good opportunities aid develop [as a result ot being more visible as a public company]... now,
we were able to take that opportunity and go ahead. That's right {growth was accelerating]...
so by having money in your pocket... you can really develop your thinking.. to the growth of
your company" (C. Dubois, 1986, I. 96). One specific example was provided by R Faucher
when he stated that "We didn't really have the opportunity to start looking into it [going out
west]. After the public issue Rémi decided to take it on his own to start looking out west" (R.
Faucher, 1986, |. 3299).

C. Dubois described his feeling that, as a public company, there was an increased
commitment to growth: *Going public, you have taken the commitment to service your
partners - your new shareholders - who expect a profit, who expect a dividend, and who
expect a growth; well justified, planned growth. They expect that. From that point on, you
have more of a dedicated commitment in your business to do that; to have growth. | see it as
there's no other choice but to provide a profit, to provide a good return on your investment,
and the way to do that is to grow as well (C. Dubois, 1986, |. 170).

One of the ways in which growth opportunities were created as a result of the IPO was
in the use of stock for acquisitions. *We didn’t think of using that too often. We thought it
was some kind of a gadget of some kind. But in fact it proved to be quite a useful too

because it permits us to acquire a company without making too big of a cheque* (R. Faucher,




Needs Assessment 166
1986, . 980). R. Marcoux explained one other way that being public helped their
acquisitions: *it's helped us to do acquisitions because you just open up the door with your
annual report... you've got ail kinds of opportunity... it's very good. lt's a very good tool... yes,
[we get] more opportunities to invest* (R. Marcoux, 1988b, |. 2593). At the same time, the
pressure of quarterly reporis made internal development more difficult, as discussed
previously. *There’s contlict now [between acquisitions and internal development]* (C. Gentile,
1988, 1. 1362) and this may have been a limitation on compa. y growth.

Finally, the increased size of the company allowed it to take new risks "We're getting
bigger... as we're getting more diverse, we're able to take more risks and we're taking them"
(J. Aubert, 1986, I. 619). Similarly, new, longer term investments could be more readily
absorbed within the larger base: *Our results, although good, weren't as good as in the past.
Why was this the case? Because we had made investments in acquisitions and in capacity
increases to build for the future, knowing perfectly weli that it would have some kind of an
impact on our performance compared to previous years* (J. Nepveu, 1988, |. 149)

The rost important imitations on growth in the years following the IPO had to do with
human resources. First and foremost, growth was constrained by a lack of capable
managers:

*What concerns us is not growing too fast, or, in a positive sense. is making
sure that our human resources will follow our pace of growth, is not to stretch
ourselves too thin® (J. Aubert, 1986, I. 661).
*One of the weakest aspects of this company is that they do not have very
strong human resources, strong managers" (C. Gentile, 1988, . 448).

- *We don’t expect to buy plants in 1988 in the U.S. because our human
resources are quite limited... right now our management is sufficiently enough
stretched. They need a little bit of time to get their breath* (R. Marccux,

1988b, |. 108).
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A related, and perhaps more fundamental, constraint had to do with the change in
values and attitudes that tend to go with company growth and formalhzation and the desire of
the owner/managers of acquired companies 1o preserve some of their smaller company
characteristics: °l think if we manage well and have the right people we can keep that [the
smalier company atmosphere]. That's my impression. That's the chalienge... yes [l think the
owner/managers have a clear objective to build the company but also to keep the attitude that
is there with a smaller company]. And Marcoux understands that and Claude Dubois hates
bureaucracy and big companies® (C. Gentile, 1988, 1. 1370).

Summary

The two adjectives that can best describe GTC are fast growth and entrepreneunal
dnve. The growth was largely driven by the entrepreneur, R Marcoux, but it was also
supported by good business strategy. Honzontal expansion provided a way to support the
acquisition of the latest printing technologies, reduce competition, and provide 3
cross-Canada service network. Vertical integration was the basis for developing the full
service, one-stop concept.

The IPO influenced the growth activities mostly in the area of acquisitions The growth
through acquistition strategy became even more entrenched after the IPO mostly as a result of
two facts: First, that acquisttions enhanced quarterly profit reports whie internal developinent
hurt them, and. second, that shares could be used to pay for some of the acquisition costs
The IPO also brought in new cash to support development and increased their borrowing
capacity. Increased visibility ied to more deals and opportunities while the annual repon
served as an effective door-opener and credibility buillder. Finally, the IPO created onditions
that formalized acquisitions and made the Board of Directors active as the final decision
making body.

One problem evident in this growth was in the integration of new operations.

particularly since the managers were the previously independent owner/operators Another
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problem was simply the result of growing by adding on previously independent units: The
volume of information to manage increased enormously, and the growing needs for computer
management were exacerbated by the incompatibility of each new company's existing data
base. These problems were, however, addressed and generally solved.

The Finance Code

Companies may go public for a vanety of reasons, but raising money is an important
one in vitually every case. The Finance code was used to identify the impact of thus new
money on the financial functions of GTC. It was defined as follows:

Finance/money: Specific financial information or reference to the finance and financial

management aspects of the company Certainly would include any references to the

financial )impact of the IPO or to any financing undenaken (belore or after IPO) (but not
to bookkeeping. accounting. and other information systems).

Thirty-six segments were coded as Finance (5.2% of all segments coded). It was used
in 9/13 transcripts (69°%) The analys;s of these 30 text segments was based on a sub-
classification into four sub-codes. Two segments were suodivided In this process. yielding a
total ot 32 segments used in the analysis. The dominant dimension was the range of new
financing tools avaiiable to GTC as & new public company. In fact, this sub-code ended up
incorporating one of the other sub-codes (that identified new financing opportunities resulting
from becoming public). The remaining two sub-codes covered the financial management
practises and the financial structure

New Financing Tools

There is no doubt that a new public company has financing tools available that it
never had before. Cash inflow increases dramatically at the moment of the IPO, and the
company can increase its borrowing as its equity increases. It can also use its shares as a
medium of exchange, significantly reducing the cash required when acquiring companies At

the same time, the new public company, GTC, discovered new opportunities tor growth and
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for financing this growth because of its higher visibility as a public company. These
observations are consistent with the statements of owners who have taken their companies
public; the most obvious and important motive for going public is to raise a significant amount
of new money.

In the case of GTC, their industry requirement for high capital investments drove them
to seek large amounts of capital in order to survive, and their strategy of growth through
acquisttion was handsomely supported by the use of shares as the currency of these
exchanges. R Marcoux summed up these aspects of being public

S0 being a public company, first of all we are doing the first 1ssue, geting some

money in equity. Second, personal withdrawal and the advantage aiso we have

bought some companies by exchanging stock for acquisition  And we went back on
the market again [for] $22 million and now we have a tong term debt of about $40

milion. ... We invested $40 milion in 1986 This year we have invested $57 milion (R

Marcoux, 1988a, |. 708).

The first and most evident inancial impact of an PO s the immediate infusion of cash
R. Faucher. as V.P. Finance, had a very clear appreciation tor the tinancial implications of
becoming public: *[The] first reason [for going public] was to raise money 1n order to repay
part of our long term debt. To position in a [better] debt equity ratio” (R Faucher, 1986, |
192). C. Dubois stated clearly that the IPO "will provide some cash money that will enable us
to grow further If we want to, [and make us] more self-sufficient on a cashflow basis. [The
IPO] provides a cash position® (C. Dubois, 1986, 1. 27) R. Marcoux was, perhaps, more direct.
*So being a public company, OK, first of all we have access to 10 million [dolars] in
November, 1984 - the initial offer" (R, Marcoux, 19883, . 542). The IPO is not only a one time
cash inflow. Both 3. Faucher and R. Marcoux noted that any subsequent share issues could
raise significant amounts of new cash. In fact, GTC did do a second issue in 1986 Thus,

"you can start thinking then about going back to the [stock] market. That type of thing was
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not possible before* (R Faucher, 1986, I. 3055). *Being public you could always go back to
the market to sell some equity to finance expansion. So in one way, the speed of expanston
1S more interesting [being] public and. secondly, it's securing too* (R. Marcoux, 1886, I. 1073).

The IPO brings in new cash as equity in the business. Bankers generally imit their
lending based on the amount of equity that the company’s shareholders have themselves
invested. Thus, as equity increases, so does the borrowing capacity of the firm. One of the
stated reasons for the IPO was "to take care of our debt equity ratio which was at that time
highly high" (R. Marcoux, 1986, |. 619). The IPO succeeded in not only improving the debt
equity ratio as planned, but also in noticeably altering the company's relations with banks and.
simultaneously, opening the door to dealing with new financial institutions:  *[With] banks. . it's
a completely ditterent ballgame. The fact that you get that kind of money into capital makes a
big difference for a bank They start being mare aggressive  The competition among the
banks s really crazy Some new bankers have come in and what we've tried to do I1s to
improve our conditions on the past loan" ‘R. Faucher, 1986, I. 786). Other financing bodies
also tried to get in on the act: "Everybody’'s making financing proposals to me and all that
That's because you're public. If it was a private company they wouldn't know" (R. Faucher,
1988, L. 263). This was confirmed through the analysts of some of the non-interview data. A
review of R. Marcoux's 1988 March diary showed several meetings related to arranging new
financing. R. Marcoux explained some of the entries in this diary: "Kidder Peabody 1s a
merchant banker, a large U.S. merchant banker. I'm looking for something that is major in the
U.S. and | was looking with him if | could finance that... Pierre Laurnn again, is head of Merrill
Lynch in Montréal and this [meeting} and this [meeting are the] same thing... It's tied in with
financing* (R. Marcoux, 1988b, | 2241).

The GTC stock price did not suffer any setbacks until the third quanter (summer) of
1987. This was followed by the stock market crash in October 1987. R. Marcoux stated that,

as a result of the drop n therr share price, *we are more concerned in 1988 about our
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development... We are careful about our investment which may have an impact on our long
term debt situation® (R. Marcoux, 19883, |. 102). Furthermore, he went or: to say, *‘we were
feeling we could always issue a bond, we could always issue stock... We could always get
money. Since the [stock market] crash [of October 1987], at least something has changed in
our minds* (R. Marcoux, 1988a, |. 130). Nonetheless, this situation was tar from hopeless, as
R. Marcoux noted humself: *Even today at 52 cents of long term debt for one dollar [of equity]
we could still raise $35 million more* (R. Marcoux, 1988a, |. 698).

The new financing tools available to GTC as a public company had a major impact on
their growth, especially given that in our own industry, the printing division, you know. 1t takes
so much money. Investment" (R. Marcoux, 1988a, I. 542) It was, n fact, this need for large
amounts of investment capital that prompted the IPO n the {irst place R Faucher explamed
‘The printing industries mean a lot of investment in fixed assets and to keep on top of the
market and to play our rcle as leader there, we have to invest a lot of money, and in a very
short time. So it was getting more and more difficult to raise this money. We were
approached by a few prokers that started putting [forward] the idea of going public  They
{the pariners] finally decided to go ahead with that* (R. Faucher, 1986. | 61)

The company solved its capital investment problems with the IPO, allowing the
company to become "much bigger because it went public, got access to capital. [and] bought
other companies at a far taster pace than it would have” (R. Faucher, 1988, I. 36) R Marcoux
also saw the IPO as an important step for the growth of the company because it would *give
me some tools for expansion™ (R. Marcoux, 1986, 1. 619).

The IPO, in altering their inancial situation, also altered their perception of what they
could do. Opportunities that might previously have been passed up now became more viable.
*You see an opportunity to grow and tire iming ts night to do it... Normally you would say [if
you were not public and had heavy debts], ‘Maybe we should pass on this' -you might miss a

very good opportunity as a corporation® (C. Dubois, 1986, 1. 88). Furthermore, the scope of
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possibilities broadened: *You're looking at a financing of $2 million and all of a sudden
someone says to you, ‘Hey, you can get ten'. The priorities of the company all of a sudden
start to do some shifting... From being a well contained slow growth to a more aggressive
expansion® (R. Faucher, 1986, |. 537). By the same token, the fact of being public put a
damper on growth plans after the October 1987 stock market crash: *[We] planned to do a
convertible bond... [for] between $30 and $40 million and [with) the price [going] from $12 to
$6 [there's] no way... In 1988 we are more concerned about our development... We are
careful about our investments* (R. Marcoux, 1988a, I. 62).

The posstbility of using GTC stock to pay for companies that they acquired was not
part of the IPO planning. In fact. "t proved to be quite a useful tool because it permits you to
acquire a company without making out too big a cheque... it makes it appealing for them
[those acquired] too because the price 1s not fixed, but the price can be more if the stock has
done well. So it proved to be an interesting tool* (R. Faucher, 1986, . 983). Put simply, the
IPO allowed them to "make acquisitions with your own paper and we always try to have the
minimum amount of cash in our acquisitions® (J. Aubert, 1986, |. 189). R. Marcoux stated not
only that *we had done some [acquisition] deals with our shares® (R. Marcoux, 1988a, I. 548),
but also that “if we could make acquisitions with our stock, | would prefer to have my stock at
$20 than at $10" (R. Marcoux, 1986, |. 1841).

There 1s no question that becoming public adds significant new dimensions to the
financing possibilities of a company In the GTC case, they used the cash from the IPO (and
the second issue in 1986) to support their high capital nvestment requirements. They were
then able to increase their borrowing capacity and to use their shares in payment for a large
portion of their acquisitions. These new tools were not fully anticipated when the IPO decision
was made, but even if they were unplanned, there s litle doubt that the company altered s
financing strategies as a result of the IPO. Furthermore, the growth and development of GTC

was largely due to its increased financial capability, so the impact of these new financing tools



Needs Assessment 173
was felt throughout the organization.
Financial Management Practices

The Finance codeword was defined to include *financial management aspects of the
company... (But not to bookkeeping, accounting, and other information systems)." Financial
management was also not a principal focus n the interviews. The fact that only five text
segments were coded as Finance: Financial Management Practises 1s not entirely surprising,
given these constraints. The two main ideas expressed in these text segments concern
financial controls and the infuence of the company's pubiic accountability on budgeting and
investment decisions.

C. Gentile was asked his most strking observations in the six months since he had
moved from Domtar to become President of the GTC Printing Division. One of the things he
identified was "controls... [They are lacking at] all levels Thete 1s not the discipline  It's all
through [the company]" (C Gentile. 1988, | 1115) He specihically identified cash
management as a weak area

i was amazed, to be honest with you, that as an entrepreneur | thought you would

have tremendous cash management strengths... That's not the way it was No

[there 1s not a strong cash management system] Not at all. We don't write our

invoices fast enough. we don't go after our customers to collect cash  Just totally out

of character. | can tell you that at Domtar, that always used to be one of my driving

forces. So, it was interesting (C. Gentile, 1988, I. 779)

J. Nepveu described how *during the past year [1987] one of the main changes was
to identify very precisely profit centres as such and to work in a profit centre system which
was not the case previously" (J. Nepveu, 1988, |. 322). He is, indrectly, supporting C.
Gentile’s observation, since the lack of precision in their previous profit centre system was. In
fact, a weakness in their financial management control

The apparent weakness in financial control at the operating level was, ironically,
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contrasted by an apparent tightening of control at the executive levels of financial decision
making. This was in response to the new public accountability of GTC and the executives’
desire to act properly and to keep their shareholders happy. Thus, budgeting was more
carefully appraised and monitored: *Today we have to put on paper our capital budget and
we have to five with 1it, because that's what's authorized by the Board" (R. Marcoux, 1986, |
1606). Similarly, investment decisions were influenced by public statements they had already
made to shareholders: *We have said to our people that by the year end of 1988 our long
term debt compared to our equity will be lower So we are careful about our investments
which may have an impact on our long term debt situation* (R. Marcoux, 1988a, I. 116).

Financial Structure

*No, we didn't invest [any of our own money], we bought the company for a dollar (R.
Marcoux, 1986, I. 331). Rémi Marcoux makes it clear in this statement that their tirst
acquisition, Transcontinental Printing. 1 December 1975, was virtually fully leveraged. It was
entirely financed with other people’s money (although they did *sign all of our assets to secure
the bank loan® [R. Marcoux, 1986, I. 353]) The ratio of long term debt (other people’s money)
to equity (the owners' investment) was enormous. Banks and other financiers do not ke to
be in this high risk position, and *when we went public [November, 1984}, if | remember
correctly, for a dollar of equity we owned $2.31. . And our last report [showed that] for a
dollar of equity we owed long term debt of $37" (R. Marcoux, 1986, I. 1637). R. Faucher also
noted the impact of the IPO on the financial structure, as shown by financial ratics: *We
brought in 10 [mithon dollars] so we doubled it up [from what it was before]. So all the ratios
changed" (R. Faucher, 1988, I. 3010). The GTC that started as a very hughly leveraged
company became much more conservative in its financial structure.

The structuning of the IPO deal itself (a question that was asked in 1986 but not in
1988) was, apparently quite straightforward. They spent time setting up a capital structure

that would be advantageous to the partners from a tax noint of view ("We put a lot of time in
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the capital structure itself of the company. The structure tax wise... To make sure that we
were taking advantage of all the tax advantages that we could get" {R. Faucher, 1986, 1.
1212]). They aiso had to calculate how many shares to create in order to reduce the value
per share to a selling price below $10. (*We had to make calculations.. Because you don"
want a share that's going to end up being issued at $20" [R. Faucher, 1986, I. 1244], "Betore
the structure was a thousand shares... They had dwided those shares by so many times to
be able to 1ssue so many. We had changed that" [R. Marcoux, 1986, I. 1147]). In addition,
the pre-IPO financial structure of GTC was, apparently, very clean: *‘We didn't have any
[interna!l loans]” (R. Marcoux, 1986, | 1158) When asked about adjustments related to capual
dividend accounts, R. Marcoux explained that "t didn't change anything for us personally” (R.
Marcoux, 1986. I. 1197) The pariners did have "a loan from the company tor haif a milion
Being public, we had said [that] the first chance we got we [would] settle that, which has
been done after going public* (R. Marcoux, 1986, I. 1226). The fact that the financial structure
of GTC as a private company required so few adjustments when they became public its
evidence in support of R. Marcoux's 1986 observation that "the company has always been
managed with the idea that we would go public® (R. Marcoux, 1986, | 1248).

Summary
It is no surprise to discover that the IPO had an important impact on the financing
activities of GTC. The extent of this impact, however, appears to have gone beyond what was
initially anticipated. The dramatic increase in borrowing capacity, the use of shares for
acquisitions, the new relationships with banks and other financial institutions, and the new
opportunities for raising funds were not anticipated in the IPO planning Nonetheless, they
had a major impact on the growth of GTC and on the ensuing adjustment that people had to
make as the company "took off".
The Stocks Code

The Stocks code was defined for transcript coding as follows:
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Stocks, covering anything to do with stock trading (price, volume and market

activities), shareholder interest and concerns, and with the fact that the stocks may

now be used, for the first time, as a widespread staff reward and incentive, as a

recruiting tool for new management, and for other purposes. The stock price might

also affect peoples’ attitudes and their behaviours, both inside and outside the
company.

Forty-eight text segments were coded as stocks (8.1% of all segments coded). It was
used as a codeword in 10/13 (77%) of the transcripts. The code defintion identifies the
impact of stock trading on company activities, in particular the impact of any changes in the
stock price. It also identifies the company management's interest and concerns for
shareholders, and the impact of stocks on motivation The analysis of this codeword also
used sub-codes to identify the use of stocks as an acquisition tool and the stock structure of
the company. The analysis was based on the regrouping of the Initial 48 segments into these
six sub-code categones.

Stock Price

The stock price sub-code regrouped statements about the impact of possible price
changes on decision making Three of the 13 segments in this category were affirmations that
decision making did not change because of the possible impact of decisions on the stock
price, but, interestingly, in each of these segments there were also statements that indicated
how, In fact, decision making had been affected. For example, when R. Faucher was asked in
1986 if the stock price had any effect on the decisions nhe made, he replied, "Absolutely not*
(R. Faucher, 1986, | 3684). However, he had just described how he monitors stock price
changes, saying. "if I's increasing, everybody 1s happy and nobody’s calling. If it's decreasing
you start getting phone calls... But it it goes up more than the earnings. personally, | don't like
it (R. Faucher, 1986, |. 3666). In 1988 he again stated that *l don't think 1t [the stock price]

aftects the way we make decisions* (R. Faucher, 1988, . 2284), and then he went on to give a
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specific example of how the stock price does affect decisions: *if the stock is depressed ke it
is now then we have to be careful of our spending because we can't go to the market
anymore... So you've got to be a bit more [conservative]® (R. Faucher, 1988, 1. 2310).

Similarly, Claude Dubois, when asked if the stock price affected his decision making,
said, "No, not at all. As far as | am concerned personally, not at all* (C. Dubois, 1986, I. 972).
However, when asked about Mr. Marcoux, he said, *Yes [the stock price affects hus decision
making]. He's very concerned, and he plays a more public role, being the President* (C.
Dubois, 1986, |. 977).

Rémt Marcoux was the person who most clearly admitted to the impact of the stock
price on decision making. He certainly recognized the stock price as one important measure
of success: " think the price of the stock depends on our resuits and our results wouldn't be
working out until we get the stack goaing up" (R Marcoux, 1986, |. 1933). He also agreed that
decision making had become more conservative “because we've got to take care of earnings
tor our shareholders® (R. Marcoux, 1986, I, 1810). Furthermore, he recognized the value of a
higher stock price when using shares in place of cash for the acquisttion of other companies:
“if we could make acquistions with our stock, | would prefer to have my stock at $20 than at
$10" (R. Marcoux, 1986, |. 1841). Finally, he recogmnized the impact of a drop in the stock price
on the company’s financing and growth capabilties, an aspect that i1s explored 1n more detail
in the next section, Stock Price Decrease.

Others also observed that decision making became more conservative. Jean Aubent
stated that "it shortens your time span, and you become more conservative as a result, and
there is the pressure of this quarter versus this quarter last year* (J. Aubert, 1986, I. 583). J.
Nepveu was more eloguent when he said: *When you become public it's because you need
funds. If you want to be able to gather funds in the future your performance has to be up to
par and stable in time. And how is your performance evaluated? The first thing and the most

common way to evaluate your performance IS the way your stock moves on the market on a
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day to day basis. So you become very cautious In investment decisions, in the way you
report your results and this certainly has had an impact on this company" (J. Nepveu, 19888, |,
66).

C. Dubois explained that as a result of having public shareholders and a
market-determined stock price, "you live in a perspective that is wider, different, and we have
created [for] ourselves a certain amount of pressure on this* (C. Dubois, 1986, |. 1152). A
different dimension of the impact of the stock price was expresses by R. Faucher when b~
said “that if there were no QSSP, the [IPO] price wouldn't have been the same. The price not
being the same, I'm not sure if we would have made an 1ssue* (R. Faucher, 1986, |. 738). The
stock price had an impact on the IPO decision itself!

R. Marcoux summed it up perhaps most clearly when he said, "it's clear to me in my
mind that you have to pass in front of your judge every three months* (R. Marcoux, 1988a, |.
517).

Stock Price Decrease

GTC had a remarkable track record from its IPO in November, 1984 until its third
quarter results were published in the summer of 1987 - its sales and earnings went up in
every quarter, often dramatically, and its stock price never experienced any real decrease.
This changed in the third quarter of 1987, when both revenues and profits dropped from the
same quarter in 1986, and the share price dropped from $12 to $9. Then in October, 1987,
the stock market crashed and GTC shares went from $9 to $6.

The reaction to a decrease in the stock price was a hypothetical question in the 1986
interviews. R. Marcoux said then that *I don't know if | will have so many friends when the
shares will go down" (R. Marcoux, 1986, I. 685). C. Dubois said that if the share price were to
drop, "even though you may not have the questions [from employees about why the price
dropped]. you feel that you have it just the same and you feel obligated to them" (C. Dubois,

1986, |. 1149).
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Statements made by four of five different people in 1988 were consistent in reporting
that the price decreases of the preceding summer and fall had had no senous impact on the
company and the people in it:

- *My own reaction was a little disappointment, for sure, but... No one thinks

that the company will go bad. We take it as a question of time... But | can tell
{you] that it did not reflect at all on the flcor... The people who had shares
had been with us for a couple of years so they know us and they know that
we are honest and that we are doing our best" (R. Belawr, 1988, |. 1086).

- | haven't heard much about employee reaction to the fact that the price has
gone down... The question that the fortunes of Marcoux and Dubois have
gone down by millions and how are they reacting, they are not reacting at all...
| don't think it has had a major impact on the morale* (J. Nepveu, 1988, |. 758)

- '| think the fact that it was within an event called the Crash, it's accepted as
part of this... It isn't perceived to be as a result of poor management or poor
direction or long term results of this company... | haven't heard anyone
saying, you know, 'Darn this 1s bad, t's bleak, God what the hell are we
doing." There is virtually no discussion. {think everyone believes that this
company is going to set all kinds of records and everyone believes that the
share is going to zoom... They're not worried" (C. Gentile, 1988, | 1402)

R. Marcoux was, perhaps, more aware than others of the impact of the lower stock
price, although there was no evidence of any sense of loss at the decrease in his own
personal net warth. He saw the lower stock price as an impediment to their financing and
growth plans: *i had in mind [to issue] between $30 to $40 million convertible bonds into
shares and the price from $12 to $6, no way" (R. Marcoux, 1988a, |. 63). He restated the
same paosition in a second interview one month later: "Now with the price of our stock there is

no way that we will issue more stock or no way that we will issue a convertible debenture” (R.
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Marcoux, 1988b, [. 316).

R. Marcoux also expressed more concern than others about the reasons for the drop
in the stock price, particularly after they published their 1987 third quarter results showing
poorer performance than the 1986 third quarter:

The stock went down from $12 to $9, which | was concerned [about] before

publishing my [third quarter] results. Buti didn't know that the reaction of the public

would be so fast. 1 have always been concerned to produce every three months

results and people judge your company on a three month basis... It {the price drop]

does not affect how | sieep at night. But it concerned me like hell. The crash and its

impact on our stock did not bother me too much because all people were in the same

basket... But from $12 to 39, | had lots of questions why (R Marcoux, 1988a, |. 276,

375).

R. Faucher essentially concurred with this analysis when it was repeated to him  His
perspective was in relation to stock analysts and he noted a change in both the frequency
and the nature of their calls: *After we published our third quarter | spent here six or seven
days over the phone, only on the phone with analysts because they were upset . It was very
difficult after we released our third quarter, but not from our employees, from the community.
But then with the crash everything just collapsed so | didn't get a phone call after" (R.
Faucher, “988, |, 2488).

The analysis of the stock price and of the stock price decrease suggest quite clearly
that decision making was affected by the fact that shareholders could react to company
behaviours by increasing or decreasing the stock price. Dectsion making appeared to
become more conservative and, perhaps, with a more short term perspective. The 50% drop
in the stock price in the summer and fall of 1987 did not, however, disrupt either morale or
behaviour within the company, except at the executive strategy planning level, where growth

plans were curtailed because of a higher cost of capital.
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Acquisition

The possibility of using GTC shares as a way to pay for acquired companies was not
an important consideration in their pre-IPO planning, but it did turn out to be both frequently
used and advantageous. R. Marcoux, in discussing this approach to acquisitions, indicated
that "[we] have done some deals with our shares... It cost me dilution... [But] yes, that's nght
[if you acquire assets that are worth enough, then even the dilution is not there]" (R. Marcoux,
1988a, |. 549). Clearly, a higher stock price makes for less expensive acquisitions because
you have to give up fewer shares, as R. Marcoux noted in 1988: ‘If we could make
acquisitions with our stock, | would prefer to have my stock at $20 than at $10" (R. Marcoux,
1986, |. 1841).

The use of shares in acquisitions was not only to reduce the cash outlay. It was
*especially important that the people you buy stay with the company because then you say,
‘Listen, if it [your company] 1s as good as you say it's good, you're going tc help me make
that company grow and do well and the shares that you have are going to be worth more.’
So it's an incentive for the people being bought of performing, and for us, for the purchaser,
it's a way of acquiring assets without making cheques all the time. So it has proven to be
very, very useful* (R. Faucher, 1986, |. 1010).

The other side of the coin is that as a public company "you know, we are always open
to public offering [takeover bids]" (R. Marcoux, 1988b, 1. 1119). This situation had not arisen,
although they had received offers to buy the whole company, but *we're not interested... I'm
not interested to sell* (R. Marcoux, 1988b, |. 1154).

Mouvation

*After being public, we have created option programs for our key people... We have
already issued 30,000 shares according to the past services of our middle management. It's
one other good point of going public* (R. Marcoux, 1986, |. 1164). In fact, stock options as an

incentive for management pre-dated this program of 60,000 shares: *To attract Claude
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Beauchamp as a partner, | made a deal with him. In the beginning he bought 15% of the
company... | had to make a kind of a deal with him... [that] if we succeed, Claude, he could
get 49% of the equity of that publication. And he succeeded, because he's now up to 49" (R.
Marcoux, 1986, |. 208). The 1988 interviews with R. Marcoux revealed his continued
commitment to motivating management with another stock option program: °Last year at the
annual meeting we asked the shareholders to, you know, we put aside half a million shares
which could be issued to our key employees* (R. Marcoux, 1988b, I. 2766) A company memo
outlining the major charactenstics of this stock option plan presented the objective of the plan
as follows:

The Stock Option Plan has been established in order to increase motivation,

perfoermance and a strong feeling of belonging within GTC senior management by

allowing them to build equity in the company. The plan should also enable GTC to

attract experienced and competent new managers in the company (Nepveu, 1987)

Those on the receiving end of the stock option program admitted to its importance,
not only in motivating their performance but also in enticing them to GTC in the first place C
Gentile, recently hired {as President of the Printing Division) at the time of the 1988 interview,
said that "the idea of being involved with some share options which was tied to my ability to
make this company continue to grow, that was interesting . In ten years, if | were 10 stay
here, | could probably retire if the company succeeds... | would be a lot better off with this
company [compared to Domtar] because of the share value* (C Gentile, 1988, | 95). R.
Gagnon, also recently hired (as V.P. Human Resources) at the time of the 1988 interview, said
that "the first week that | worked here | bought stock® (R. Gagnon, 1988, 1. 964) and that he
had also bought GTC stock three years earler at the time of the IPO.

The motivating aspects of public stock were not limited to the management. All
employees were encouraged to buy shares: "When we did some public offerings we have

financed their opportunity to buy shares... [By giving a] one year loan without interest” (R
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Marcoux, 1988b, I. 2700). Furthermore, once they become shareholders, as many of them
did, “they got the quarter repon, every quarterly report. Also our annual report, which we are
proud of... Yes, yes [they have more commitment]” (R. Marcoux, 1988b, |. 2669). R. Gagnon
stated it very directly when he said, "People feel that they are part of a winner... They see the
stock®” (R. Gagnon, 1988, |. 825).

Finally, the fact of public stock trading was also motivating for the owners, at least R.
Marcoux. In the first instance, it allowed him to continue to realize his motivations to build
GTC: "There’'s no doubt {that becoming a public company was very important for the
development of GTC}" (R. Marcoux, 1988a, I. 528). In the second instance, he was able to
take considerable pride in being evaluated by investors at the same price-earnings ratio as the
largest competitors in the printing and publishing field: *You see, when | was at [a
price-earnings multiple of] 21 the industry was about at 21. Being an emerging company, a
small company, the price-earnings was high. But expectations were great according to our
track record and so on. If we just consider that at 21 times we are about the same as the
‘biggies’ [large, very well established companies in the industry], you know, we were quite
happy. quite excited about that' (R. Marcoux, 1988a, 1. 476). The result was an owner who
continued to be fully involved and motivated in building the company, and not interested in
entertaining any offers to sell out: "You know, we hac a couple of offers for the whole
company and right away we closed the door. We said, ‘We are not for sale at any price,
forget that, dor.'t lose your time!" ... We're not interested because | like that company... Maybe
I'm making a big mistake, but anyway!* (R. Marcoux, 1988D, 1. 1141).

Share Structures

*You're looking at a financing of $2 million and all of a sudden someone says to you,
‘Hay, you can get ten™ (R. Faucher, 1986, i. 536). This was clearly one of the big incentives
tor going public in the first place - to get a lot more money. The legal structure of the QSSP

program provided important incentives as well, given “the fact that it was [tax) rfeductible, in
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our case 150%, ... | think, personally, it probably helps in getting a better prnice” (R. Faucher,
1986, |. 695). In fact, without this QSSP feature they may not have undertaken the IPQO, as
noted earlier (see Stock Price section). In order to undertake a public 1ssue, GTC also had to
legally change its share stiucture tc issue more shares so that the price per share would be
$10 or less (see R. Marcoux, 1986, |. 1141).

R. Faucher recognized that *you can start thinking again about going back on the
market. That kind of thing was not possible before* (R. Faucher, 1986, | 3055). Raising new
capttal can trigger a share restructuring in order to raise more capital while the founding
owners still retain control. In fact, after two public 1ssues, they were *‘changing the statutes of
the company now to be able to issue subordinate shares... In order for us to keep on getting
capital without the majority shareholders losing their control' (J. Nepveu, 1988, 1 872) A
further reason for diluting the share structure was because *we have agreed that we will cash
[in some shares] over the next few years... That's why we have decided to 1ssue some
subordinated shares" (R. Marcoux, 1988b, | 1067). R. Marcoux had himseif pointed out In an
earlier inteiview that "when you are a private company, who 1s interested in buying 6% of your
company? Nobody. But being a public company is a big plus* (R Marcoux, 1988a, |. 676)

The three founding owners kept proportionately the same number of shares before
and after the IPO. (R. Marcoux - 51%; C. Dubais - 30%; A. Kingsley - 19%) R Marcoux was
controlling shareholder before the IPO, after seling 15% of the company to the public, he
owned only 43% of the company (51% x 85%). A legal document was negotiated and created
in order for R Marcoux to maintain personal control of the company: *| have a voling trust up
to 1297 to vote those shares [Dubois’ and Kingsley's]. There 1s no way that | will lose control
of it* (R. Marcoux, 1988b, 1. 1082).

There were, undoubtedly, other changes to the legal structure as a result of the many
acquisitions in which shares were an important part of the purchase price. They also "have

done one exchange. He [C. Beauchamp] gave us his share of Les Affarres and we gave him
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shares of Groupe Transcontinental” (R. Marcoux, 1986, | 286).

The increased focus un the legal structure of the company and the increased
frequency of its being changed made it important for R. Faucher to listen to a colleague (in a
similar position at another new public company) who told him, *You should know [the law of
the SEC by heart]. All those regulations, that's your job* (R. Faucher, 1988. |. 984).

Shareholders

*Your new shareholders, who expect a profit, who expect a dividend, and who expect
a growth, well justified, planned growth. They expect that. From that point on, you have more
of a dedicated commitment in your business to do that, to have growth. | see it as there's no
other choice but provide a profit, to provide a good return on investment, and the way to do
that is to grow as well' (C. Dubois, 1986, 1 172).

The company showed itself to be conscious of its responsibilities 1o shareholders,
trying to do the nght things, provide good operating results and keep shareholders informed.
C. Dubois summed it up cencisely in saying, "Certainly we are concerned about having our
shareholders happy and we adhere to that very strongly* (C Dubois, 1986, I. 1124).

R. Faucher, in talking about the considerations that lead to the IPO decision, indicated
that one of R. Marcoux's concerns was the new responsibilities, *like taking care of
shareholders... And having to let your shareholders know ahead of time cf the different
projects... Just going out there and letting everyone know their marketing strategies. | guess
it was a very big move* (R. Faucher, 1986, |. 155). The decision to go ahead with the IPO was
made, however, and R. Marcoux clearly recognized the change: *You know, before taking on
this, we were our own interests. Today. in any move, it's our own Interests plus the investor*
(R. Marcoux, 1986, I. 1826). C. Gentile feft that company management didn't have "an
understanding of what public means... You represent the shareholder* (C. Gentile, 1988, |.
1537). but he did agree that R. Marcoux seemed to have a very clear and a very strong

orentation towards his shareholders, and that his shareholders were seen as an important
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part of the GTC tamily.

The impact of R. Marcoux's attitude towards shareholders was reflected elsewhere in
the company, particularly in the need to provide shareholders with sufficient information, on
time. R. Gagnon was particularly iImpressed by this attitude towards shareholders: *It's the
first time in my career where I'm exposed to a place where we talk about that [needing to ge!
information 1o the sharehoiders] and the impact t will have on the shares . Yes {that attitude
was always there]... They [Marcoux, Faucher, Dubois] communicated it to the other people”
(R. Gagnon, 1988, I. 1169). One result of this was a greater need to get repons out on time
*When you are private you can have the reports thiee months late it doesn’t matter .. But
with a public company you cannot say that. You have to present your results It puts some
pressure on the information system and also on the way the people work systematically to
prepare that" (R. Gagnon, 1988, |. 1130)

This responsible approach to shareholder relations was reinforced by the fact that
*Rémi knows an awful lot of shareholders on a personal basis And we certainly feel that we
have a responsibility - it's not an ar;onymous mass all of his fnends are shareholders of the
company* (J. Aubert, 1986, | 533). R. Marcoux echoed this by saying simply. "l know lots of
my shareholders” (R. Marcoux, 1986, |. 684). This fnendship was a two-way street, and when
the share price dropped, many remained loyal" "The people who had shares have been with
us for a couple of years so they know us and they know that we're honest and we're doing
our best” (R. Belar, 1988, I. 1128).

J. Aubert summed 1t up effectively when he said, "We do care for our shareholders... |
think that from that point of view this company has shown an awful lot of maturity quickly" (J.
Aubert, 1986, |. 969).

Summary
Selling company shares to the general pubiic was, for GTC, more than simply a way to

raise new capital. The ramifications of this act impacted on the way decisions were made and
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the ways in which people throughout the company were motivated. Decisions had a greater
focus on immediate results and a concern for maintaning a good stock price. They were
more conservative Motvation was affected by employees becoming shareholders through
share purchase and stock option plans. The selling of shares to the public also had a major
impact on the growth rate of the company and the use of acquistions as a key element in that
growth strategy. Finally, it created new tasks for management in order to comply with
statutory requirements and their own desire to develop good shareholder relations
The Markets Code

The Markets code was defined for transcript coding as follows.

Markets The company in relation to its various markets Includes ornientation and

attitude to competitors and suppliers as well as customers. May refer to current, past,

or future situations; the maintenance and change in the makeup. size, or quahty of the

groups

This codeword was not used as much as many of the other codewords: 21 segments
were coded as markets, representing 3.6% of the total number of segments coded for all 13
codewords In fact, the Culture codewerd was the only one used less frequently (19 times,
3.2% of all segments coded). Markets was used as a codeword in  9/13 transcripts (69%).
The analysis of this codeword does, however, reveal some important aspects of GTC and the
way it functions

The code definition identifies competitors, customers, and suppliers as the three
relevant markets to consider. In fact, 52% (14/27) of the segments coded as Markets referred
to the customers’ market, while 33% (9/27) referred to competition and 15% (4/27) to
supplers. This distribution of codings seems to reflect the relative importance of each of
these markets in the consciousness of the company managers. The company demonstrated
a stronger orientation towards customers and customer service, with a clear awareness of and

concern for competition, but with no great emphasis on their suppliers.
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Customers
“The company's clientele consists of about 300 regular Canadian and Amernican

chents, including most of the largest Canadian retailing organizations, such as The Bay, Sears
Canada, K-Mart, Canadian Tire, Consumers’ Distributing. Zellers, Provigo, Steinbergs,
Shoppers Drug Mart, Pharmaprix, Metro-Richelieu, as well as many local and regional
advertisers” (Bolleau, 1987, p.3). GTC had a company philosophy that consistently focu 2d
on the customer. This attitude was clearly expressed by at least three of those interviewed In
statements such as the following:

- | think the market and the client . | think we talked mostly all the time about
that .. it's always in those terms In terms of the market, market share, the
customer... In large companies, when you are a corporation, you lose track of
that" (R. Gagnon, 1988, | 625)

- *The commitment to service and flexibifity in terms of accommodating the
customer. This company has been driven by the customer, sometimes to a
fault' (C Gentle. 1988, 1. 924)

- *It costs more money, but the customer is not let down" (M. Vachon, 1988, |
606).

This orientation towards customers is focused on customer satistaction, and ganly driven by
competitive pressure: °It's a matter of speed, quality, and productivity. If you don't do i, the
States or your competitor will... Product innovation is something that the customer [also] asks
for' (M. Vachon, 1988, | 682).

This customer orientation seemns 10 be rooted in the earlier days of the cempany when

the owners were in more direct control of all day to day activiies They were able to *have a
good perception of the market, what's happening with the customer base, what's happening
with the product ine, what's happening with the equipment suppler and so them being on top

of that, they can make the nght decision” (C. Gentile, 1988. | 839) One of the ways that this
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orientation was maintained as the company grew and added new plants and other new
businesses was through the selection of companies to acquire. *If you look «t Rémi, what he
buys, he looks at the philosophy of the owner that he's bought He has to have the same
prilosophy he has Hard work, commitment to servicing the customer, commitment to the
product hne, commitment to the people So generally he's done a very good job in being able
to hire or to buy these companies with that kind of philosophy” (C. Gentile, 1988, |. 937).

Improved customer satistaction was a'so central to the company's basic growth
strategy GTC hud already, as a private company, differentiated iiself from its competitron by
specializing n the flyers market After becoming public, the company was able to extend this
strategy not only by offering a fuller range of services to its customers in the tlyers market, but
also by buillding a national network of plants so that it could completely service its many
national customers (retailers like Zellers, Canadian Tire, The Bay, and so on) The advantage
i In "having plants close to your distrnibution point” (M. Vachon, 1988, |. 568). Prior to setting
up the network of plants across Canada they had *some national accounts but we were
printing central and eastern Canada Other jobbers were printing the west coast' (M. Vachon,
1988, 1. 588) R Marcoux expressed it clearly in the following segment from the interview in
February, 1988

RM'If we had not gone public. it would have been very tough for us because nght now

we have a main advantage, we say to Sears, you prouuce [flyers for your national
sales events] about 37 times a year. We'll prnint that for you in Calgary, we'll print that
for you in Toronto, we'll print that for you here in Montréal. In one weekend, instead of
shipping stock from Toronto to B.C. - faster turnaround and you will be sure to have
exactly the same standard from one location to another because it has been printed
on the same press.

RD.Are you saying that because you're public you were able to become national?

RM:That's nght
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RD:Because you're national, you're able to make this kind of sale.

RM:Yes.

RD:So that supports your growth (R. Marcoux, 1988a, | 849).

The IPO also turned out to be helpful in entering the U.S. market to increase their
customer base. Aithough C. Dubois stated in 1986 that "you don't develop business because
you are public* (C Dubois, 1988, I. 308), he did go on to say that "vis-a-vis some new clients,
in the U.S for example, yes it would have been a secunty for them [to know that GTC i1s a
public company] in taking their decision [to do business with GTC]" (C Dubois, 1986, | 370)
R. Marcoux was more clear. *‘We are developing sales inthe U S and our salesmen, having
thewr annual report and package. it heips us to open the door Definitely” (R Marcoux, 1986, |
979). He cited the sale to the Yankee Publishing Company (producers of the Farmer’'s
Almanac) as an example where showing the IPO prospectus and subsequent annual report
was important in prcving themselves to this new U.S. customer Finally, R Faucher was
perhaps most exnhicit In describing the advantage of being a publc company when
approaching potential new customers i the U.S :

The credibility has increased. For instance, it was a decisive point when we

approached K-Mart in the States . instead of just giving your card and saying. 'Here's

my card’, you give your annual repor and you say, ‘Here we are. we are all
established, we are financially well organized and you can do business with us  We
are serious people’. So It gives us, | would say, a good entry. {t's definitely a good

entry (R. Faucher, 1986, | 263)

The one disadvantage ot becoming public, in relation to customers, was noted by R.
Faucher when he said that "the biggest disadvantage was for our customers to know our
results® (R. Faucher, 1986. |. 375) He felt that the public disclosure of their high profitability
*might create, let's say, a httle additional pressure when it comes time to negotiate {contracts

with customers]" (R. Faucher, 1986, | 386).
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Overall, this analysis of the customer market shows that the customer orientation
oniginated with the owners' attitudes and philosophies, but was then perpetuated through the
selection of acquisition candidates and as a driving force for the company’s growth strategy in
the post-IPO pernod

Competition

The IPO provides information to the public, including competitors, and this information
includes, at the least, finaricial and activities reports along with statements of plans and
strategies for future growth. At GTC, some key managers expressed concerns about this
release of information tc competitors. It 1s, however, interesting to note that eight of the nine
transcnpt segments in this category (Markets: Competition) were from 1986 interviews. R.
Faucher summed it up well at the ime when he said:

We had all kinds of feedback at the time saying, “We never thought they were making

that kind of money.” Of course it puts the competition a httle more aggressive and it

shows all your strategy because you've explained it all. You've explained where you

come from and where you're heading It's a, | would say, a big inconvenience (R.

Faucher, 1986, 1. 412).

Claude Dubois was more definite than Faucher when he said, *Yes, that's one point | didn't
lke. You asked if there were negative points before. That is one part that 1 uidn't particularly
like... This is taking your clothes off* (C. Dubois, 1986, I. 400).

One part of the concern was the actual information now availabie to competitors:
*Competitors, if they know how to read, they can deduct that you're going to do this move, or
this move* (R. Faucher, 1986, |. 178). The other part of the concern was that competitors
would be able to glean more pertinent information from analysing GTC’s public documents
than GTC could gain from analysing theirs. GTC's competitors are *part of a bigger company.
So when you try to analyse the results, you can't really put your finger on the kind of profit

they made.. In our case. it's not that big, and the printing sector is most of the company. So
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it was a little different... If you work for the competition, they [our numbers] are very easy to
analyse... So they have that little more information about me than | have about them" (R.
Faucher, 1986, I. 925).

The dissenting view was that of R. Marcoux. In 1986 he stated that increased
information available to the competition was "not a major problem, it doesn’t bother me* (R.
Marcoux, 1986, I. 747). He felt that GTC was sufficiently specialized in the flyers market to be
protected from its largest competitors (printers and publishers): "No one has all the hnks of
the chain like us. OK, because we've got the photography, we've got colour separation, we've
got typesetting, distribution, and so on. We are highly specialized" (R. Marcoux, 1986, .
1046). GTC was successfully developing its niche in the fast growing market for flyers.
Furthermore, GTC took pride in being energetic and innovative, able to compete with even the
larger companies. This was shown in the management of the Chartier Printing plant: M.
Vachon, the Plant Manager, stated that they had been operating this plant seven days per
week since they first acquired it; R. Marcoux said in a subsequent interview that this increased
operating time gave them a cost advantage over his competitors who mostly operate on six
day weeks.

This same attitude prevailed in 1988. Now Marcoux was able to see how the new
financial resources of a public GTC had allowed them to further develop their niche strategy
by building a national printing plant network and maintaining a strong orientation to customer
satisfaction (see further discussion in the Customers section): *You know if [we] had not been
public [we would] have financial difficulties like hell... They [the big competitors n printing
and publishing] could invest, but now | really don't care because | could invest more money or
as much and [besides] | have already developed some expertise [in the specialized flyers
market]" (R. Marcoux, 1988a, |. 910). The Distribution division, however, was not as well
insulated from competitive pressures. In 1987, Unimedia, a Québec City firm that had been

using GTC's distribution services for some time, tried to set up their own operation in
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Montréal. Cut throat competition resulted that pushed the Distribution division into the red.
This situation was finally resolved when Unimedia was sold. *Telemedia acquired all these
assets and subsequently struck a deal with GTC... Telemedia gets a 15% interest in the new
venture and in return GTC achieves a 15% interest in the Telemedia division that publishes the
weekly community newspapers' (Hanskamp, 1988, p.5).

One final comment worth noting, if only because it is the only clearly positive
statement in this area of competitive markets, was from C. Dubois, when he stated that all their
competitors are large and they are "involved in a game of giants... It was good for us to be
identified also as a fairly large group, also public® (C. Dubois, 1986, |. 387).

Suppliers

There were only four segments identified in this category (Markets: Suppliers), all from
1986 interviews. Essentially, the company’s supplies are highly standardized - paper and ink -
and the established relations were not problematic. The only advantages identified from being
public were that suppliers could fee! more secure about getting paid and they might provide
some better discounts, rebates, or payment terms: *They'll try to make a good deal because
they're no longer concerned about, is this guy going to pay you? They are more concerned
about, are you sure we'll keep him as a customer?" (R. Marcoux, 1986, I. 859).

Summary

The various statements coded as Markets show clearly that the customer came first at
GTC, and this seemed to have been the case from the beginning of the company. Statements
about competition were mixed, with one view concerned about the informatior now available
to competitors, while the other remained confident that the specialized nature of GTC's
approach to the flyer market provided sufficient competitive protection. Finally, supplier
relations did not seem to have changed in any major ways as a resuit of the IPO.

The Human Resource Management (HRM) Code

The code definition that was used to guide the coding of the transcripts for the HRM
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codeword read as follows:

Human Resources Management, covering everyting related to managing and

developing the human capital of the firm. Includes personnel activities, like recruiting

(and peoples’ reasons for coming to the company), selection, hiring and induction,

beneft and compensation plans, personnel records, and training. Also includes

actions, intentions and expressed attitudes about motivating people, mamntaning or
improving working relationships, managing conflicts, and finding, building and keeping

a management "team".

Sixty-three segments were coded to HRM; it was used in 11 of the 13 transcripts
(85%). The HRM analysis sub-classified the original 63 segments into 103 segments in six
different sub-codes. The interpretation of these sub-codes showed the HRM function to be
people-centred and able to use various stock option programs as motivational benefits.
Recruiting was highlighted as an important, ongoing activity, while at the same time, the
company's human resources were being stretched too thin. The finai sub-code, policy and
structure, identified some of the ways in which the HRM function was evolving to become
more formalized and clearly structured.

People-Centred

“it's an organization of people... It's more human” (R. Gagnon, 1988, I. 657). This
statement, by the recently hired V.P. of Human Resources whose previous experience was at
Domtar and Steinberg's, expresses a company attitude to people that was reflected in many
other areas.

No company can grow as quickly as GTC without strong peaple and without the
capacity to add capable new people at a fast rate. GTC set the stage for this growth in its
human resources with the policies and philosophies they established before becoming public
and they maintained it largely due to the continuing focus on human resources from the

company's President and driving force, R. Marcoux. M. Vachon, a Plant Manager who had
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been with the company since before the iPO, pointed out that "at these eariy days they
insisted a lot on training, training of people at all levels" (M. Vachon, 1988, I. 13).

The concern for the development and management of people went beyond training.
R. Gagnon came in as the first Corporate V.P., Human Resources, in 1987, but he did not
have to start from scratch:

| find in the filing cabinet a lot of good documents in HR and policies that they have

developed in 1981/82. And it was before going public... it was good stuff, | found that

that was good stuff. Except that between '83 and '87 the growth was so fast that they

were unable to keep up to date... [They were] preoccupied by having rules and a

management style that will respect employees and be fair... Like policy for bonus,

policy for profit sharing, policy for performance appraisal, goal setting every year with
employees. It was in '81/82. There was a policy that each location should have an

employee’'s manual (R. Gagnon, 1988, |. 1569).

The role of R. Marcoux in setting the tone for this philosophy about people comes
through in the most of the segments coded as HRM:People-centred. His role is evident both
before and after the IPO, and he was particularly active in seeking out, recruiting or acquiring,
and integrating new managers.

R. Marcoux, in describing his reasons for going public, explained that he "wanted to
have my key people partners because we had an option program for those key people... You
give advantage to your people which have been associated with you® (R. Marcoux, 1986, I.
627, 1176). The IPO, in cieating the possibility of a stock option program, provided a way “to
permit the key employees to participate in the growth of the company... That was appealing
to Rémi Marcoux® (R. Faucher, 1986, |. 209). The non-management employees of the
company were also considered in important ways when the IPO was planned. R. Faucher
explained that *what we did at the very end was that | met every single shop... [we] said that

we're going to do it and we kept them posted on how it was going and what we had in there
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for them... People were very excited about it. | guess it meant a lot of pride for them to be
part of a public company. it was very good" (R. Faucher, 1986, |. 1781). C. Dubois echoed
this explanation when he said that ‘we wanted to get all of our people involved in this
company by buying shares... [We all went,] but mostly Réemi, to go see each plant, each
subsidiary, each printing plant as well, to expose that and to develop that with the people...
So they were prepared in that respect* (C. Dubois, 1986, I. 533). The fact that R. Marcoux
decided to invest his own time in meeting personally with all GTC employees reflected the
situation that *GTC was a family... The President could walk in just about every piant and
know just about everyone and talk to them and shake their hands and encourage them* (J.
Nepveu, 1988, |. 741). After the IPO, R. Marcoux remained *very human oriented. He cares
The money hasn't gotten to his head" (C. Gentile, 1988, I. 660). This was shown in his
concern for making sure that employees were informed of company actwities, at the same
time that he wanted employee communications improved:

- "“in all our companies there is an internal journal in which, you know, we speak
about things going well [in the company]” (R. Marcoux, 1986. |. 1980).

- *We produced a film hiere on GTC... This film has been circulated in our
plants* (R. Marcouy, 1988b, |. 1287).

- *The communication system with all our employees, you know, has to be
improved. That's Gagnon'’s job to more inform our employees of what we are
shooting for... Yes, yes [it's important that employees should know as much
as they can so that they will understand the company]" (R. Marcoux, 1988b, I.
1269).

R. Marcoux’s role in maintaining the company philosophy about people also shows up

in R. Gagnon's description of the process he followed to get the pension plan established:

| said, look Rémi, | know that your commitment was for two plants but | don't think we

can do that... You always said that you have the management philosophy that you
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don't make the distinction between unionized and non-unionized people... | cannot

see how we can communicate that and implement that with two plants and not talk

about the others, the management, employees and all that. In a meeting of two hours

I come out of the meeting with an OK for a pension plan for the total company and

also what type of pension and what budget (R. Gagnon, 1988, I. 114).

Additional information in this regard came from some of the non-interview data that
was gathered during a Management Committee meeting on March 21, 1988. Observations
noted down by the researcher listed respect and concern for people as the most frequent
issue 1n the discussions. This included reports on the integration of newly hired and newly
reassigned persons, existing and potential partners, outside experts who might be able to
assist in resolving current issues, and discussion on how to share the pride and
accomplishment of having just won the prestigious Mercuriade award of the Québec Chamber
of Commerce as "Business of the Year* for 1987. This reflection of management values at the
highest level of operating executives of the company represents important evidence of their
people-centred attitude and, as non-interview data, it represents a tnangulation that increases
the accuracy of this observation.

The third important role of R. Marcoux 1 setting the tone for the company’s
philosophy about people was in seeking out, recruiting or acquiring, and integrating new
management resources for the company. The largest part of GTC's growth came through
acquisition, and in these activities R. Marcoux was exphicit in saying that his second most
important acquisition criteria was that *management must be good. We are not interested in
buying a company just to buy. What we are looking for is good management... You want
them involved, yes, because the way we operate our company is decentralized. So the action
is in the affiliated company so the management has to be good* (R. Marcoux, 1986, |. 497).

C. Gentile described not only R. Marcoux's importance in the acquisition process, but

also the cntical role he played in the integration of these new company managers: ‘if you look
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at Rémi, what he buys, he looks at the philosophy of the owner that he's bought. He has to
have the same philosophy he has... Commitment to the people” (C. Gentile, 1988, I. 937).

The integration of these company owners into the larger GTC company was potentially
problematic, because when "you bought a business, you bought an individual that owns a
business. You have a bunch of individuals all pnding themselves on how to run a business n
their own context but not within a larger organization... [However,] Rémi has done a very good
job of pulling them together, also the nght chemistry, the nght philosophy* (C. Gentile, 1988, 1.
971).

The concern for *puling them together' continued after the inthial acquisition, as was
amply demonstrated when there were problems with R. Guillemette, who had joined GTC
when R. Marcoux acquired 50% of his business, TPS. R Marcoux, C Gentile, and R. Belair
worked with R. Guillemette to reorganize the company. In the days tollowing this resolution, R
Belair described that "Rémi and Cam [Gentile] have been asking me everytime they see me,
they say, ‘How's Ronald [Guillemette] taking it?" It 1 was in his place, | would ke what's going
on" (R. Belair, 1988, |. 658).

R. Marcoux also seemed to apply the same approach to recruiting other managers,
even if they were not the ownars of acquired companies. C Gentile and R Gagnon, both
recently hired into executive posittons at the time of the 1988 interviews. each indicated that R
Marcoux was one of the important reasons they chose to leave their previous jobs to join GTC.
C. Gentile said that "l felt that the chemistry was good. | thought that | could relate to him and
1 could work with him and that's important” (C. Gentile, 1988, . 667)

The people-centred philosophy of the company was an important element in the
company's decentralized operating style, as R. Marcoux pointed out in his description of their
second most important acquisition criteria (quoted above). R. Gagnon reflected this
philosophy in his description of the hiring approach he instituted: *What we kept here as a

centralized function is that we will establish with the Management Committee the policy and |
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will design the procedure... Then after, they will do the hiring themselves* (R. Gagnon, 1988, |.
450). This decentralization was intended to provide direction without being overly rule-bound
or constraining: "I told the people, 'If you feel we are getting too bureaucratic with that, tell me
because that is not what we are trying to do™ (R. Gagnon, 1988, I. 444). C. Gentile also
described how he was trying to develop more independent capabilities in his people so that
they could wnrk more effectively in this decentralized system: *| want {0 make sure you've
done your homework... [to] justify a million dollar expenditure... | want them to start to think. |
want them to start to use that kind of rationale® (C. Gentile, 1988, |. 404). This approach
towards independent action did filter down through the organization, as illustrated clearly in R
Gagnon's anecdote about how his newly hired secretary managed to get her own desk,
typewriter, and work area set up and organized, without R. Gagnon's assistance, on her first
day on the job. "The type of people that we are here, they make their own jobs... People who
have talent and potential, they organize themselves® (R. Gagnon, 1988, I. 733). This was,
apparently, by design. R. Gagnon went on to explain that *we want to give a little bit of
freedom to the people.. [Some] will have difficulty with that. They have been trained to just
execute direction, to do what the boss wants. Now they will have to take more initiative® (R.
Gagnon, 1988, |. 801).

People drove the human resource policies and systems, not the reverse. R. Faucher
described how the organigramme was an evolving structure, adjusting to the human
resources within it: *We know it's goirg to move. And it's going to move depending on the
strength of some of the people we are going to get* (R. Faucher, 1988, I. 1621). Similarly, the
selection of human resources for the company was based more on individual characteristics
than on ngid policy guidelines: *Here we put a lot more emphasis on the selectton of people
than on making sure that the salary of the guy will it within our policy* (R. Gagnon, 1988, |.
666).

The GTC people-centred philosophy was a driving force behind its human resource
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management function. t was apparent in company activities, both betore and leading up to
the IPO, as well as after. R. Marcoux provided the leadership and undertook a (ot of
responsibility in this area; at the same time, it was disseminated throughout the organization
and was evident at all fevels.

Motivation and Benefits

Ten of the 16 segments subcoded as HRM:Motivation 1dentified the use of stocks, in
one way or another, as a motivating tool Nine of the 11 segments subcoded as HRM'Benehits
identified the use of stocks as an employment benefit. This high frequency almost cenanly
does not reflect the relative importance of stock incentives in the company’s motivational and
benefit systems; rather, it reflects the focus of this study on the ways in which motivation and
benefits systems may have changed as a result of the company becoming public.

The previous section, People-centred, described how management and employees
were considered as the company became public; in this section, the analysis focuses on how
stocks were used to provide employment benefits and to motivate employees. Six persons
mentioned the role of stock options and share purchase plans as an employment benefit and
an incentive to performance R Marcoux described how he used stock incentives with Claude
Beauchamp in the days before the IPO: “| had in mind, at that tme, [that] if we succeed,
Claude, he could have 49% of the equity of that publication. And he succeeded" (R. Marcoux,
1986, I. 218). The same attitude prevailed after the IPO, when R. Marcoux said that the IPO
would allow him "to have my key people pariners because we had an option program for
those key people* (R. Marcoux, 1986, . 627). The vaiue of this was "to give advantage to your
people who have been associated with you* (R. Marcoux, 1986, I. 1176) The stock option
program provided a useful way "to permit the key employees to participate in the growth of the
company... [And] it was a way to ensure to keep them® (R. Faucher, 1986, I. 209). It was
useful not just in attracting new management but also as a benefit that served as an incentive

and performance bonus, R. Gagnon explained that *when you are inside it's related to the
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performance of the company and the performance of their area. and they can get more or
less* (R. Gagnon, 1988, |. 1070). The rules (for the 1988 plan) were set forth in a company
memo (a non-interview source that provides triangulation/confirmation of the interview goutes
on this same topic):

The set goals that will determine stock option grants are the following:

- everyone eligible will be awarded stock options if GTC as a whole achieves
consolidated net earnings of more than 90% of the budget forecast for a
complete fiscal year, the budget being determined on the basis of existing
assets at the start of the year (without taking into account acquisittons or
investments realized during the course of the year);

- eligible managers in a particular sector will be awarded stock options if before
tax profits in their sector exceed the budget forecast for a complete fiscal year
by 10%, 15% or 20% (Nepveu, 1887, p.1).

C. Gentile reported that these features were an incentive for him: *The idea of being involved
with some share options which was tied to my ability to make this company continue to grow,
that was interesting... In ten years, if | were to stay here, | could probably retire if the
company succeeds” (C. Gentile, 1988, |. 95). R. Belar summed it up when he said, "It does
[make a difference to have a stock option plan], yes, | think it does to all top management* (R.
Belair, 1988, |. B52).

C. Dubois’ statement that "we wanted to get ail of our people involved in *heir
company by buying shares of their company at a privieged rate* (C. Dubois, 1986, |. 533) has
already been mentioned; interest free loans were also available to encourage use of the stock
option plan (Nepveu, 1987, p.4). The rules for these interest free loans were detailed in a
company document entitled, "Stock Option Plan for Senior Management Employees™. R.
Faucher described the response to the employee share purchase plan at the IPO as "very

good. very good Very, very good. People were very excited about it. | guess it meant a lot
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of pride for them* (R. Faucher, 1986, |. 1814), R Gagnon stated simply that people "feel that
they are part of that [a tast growing, dynamic, well-known, visible company]* (R Gagnon,
1988, |. 920). The incentive for employees came not only from participating 1n the ownership
of the company, but also [according to R. Marcoux] from the information they received about
the company in their quarterly and annual reports: *Yes, yes [they have more commitment)*
(R. Marcoux, 1988b, 1. 263).

Another dmension in which shares were described as a motivator ol performance was
in acquisitions that were paid for partly with shares, R. Faucher explained that "lt's especially
important if the people you buy stay with the company because then you say. ‘Listen, if it's as
good as you say t's good, you're going to help me make that company grow and do well and
the shares that you have are going to be worth more. So it's an incentive for the people being
bought of performing” (R. Faucher, 1986, I. 1009).

The fast growth of the company created "opportunity for promotion and for jobs and
for other challenges" (R Gagnon, 1988, I. 927). They had to bring 1n a lot of new people and
they recognized that "quickly giving them authority 1s the way to go... You've got to give them
authority and we know it will work better for the company in the long run. No question about
it" (C. Dubois, 1986, I. 1443). Those who had been managers in the company since betore
the IPO discovered that *there are more people participating 1n the recommendations, which is
really interesting to managers... You feel your input is there and at some point, it's important*
(M. Vachon, 1988, |. 463).

R. Marcoux played a strong individual role in company motivation as well. C. Gentile
described the "dedication to hard work, something that comes from Rémi* (C. Gentle, 1988, 1.
920), and then he went on to describe how, in his acquisitions, *he sought out owners of
companies with the same philosophy he has. Hard work, commitment (emphasis added) to
servicing the customer, commitment {(emphasis added) to the product line, commitment

(emphasis added) to the peopie” (C. Gentile, 1988, I. 940). His role at successfully integrating
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these owners into the context of the larger GTC company has already been noted. It had to
do with "the right chemustry, the right philosophy* (C. Gentile, 1988, |. 989) The final piece of
data showing R. Marcoux’s role as a motwator ts from R. Marcoux himself, when he explained
why he met with C. Gentile over dinner after he had been President of the Printing Division for
five months: "He's new with us so I'm spending time with him to make sure that he's going in
the nght direction* (R. Marcoux, 1988b, I. 2025). This use of performance appraisal I1s an

important part of a motivation and control system

Finally, a company pension plan was iniroduced after the IPO as a benefit for all
employees R. Gagnon described how *it was a commitment in two collective agreements...
[After discussion] | came out of the [Management Committee] meeting with an OK for a
pension plan for the total company” (R. Gagnon, 1986. |. 154)

Recruiting

“People want to work for GTC" (R. Belarr, 1988, | 807). Becoming public helped GTC
recruit the managers and staff it needed. “Because we were going public, it was making it a
Iittle easier to attract key people... The fact that it was a public company and he could see the
numbers, he could see the individual [in charge] I'm sure [that] in his mind it made a great
deal of difference [In deciding to join GTC]" (R. Faucher, 1986, I. 552). J. Nepveu said, ‘|
would be in complete agreement with him [R. Belair, as quoted above] but | think he's
exaggerating a bit* (J Nepveu, 1988, I. 534). R Gagnon, however, agreed that the fact that
the company was public influenced his decision to move to GTC, white R. Marcoux agreed
with the majority view when he responded; "advantages [to the IPO], OK. We could attract
better people. A good example of that, Cam Gentile® (R. Marcoux, 1988b, |. 2584).

Those on the other side of the fence (the people who were recruited) gave some of
their reasons for coming to GTC:

- *People Itke Gentile and Gagnon and myself, for instance, are attracted to GTC

because we think we can acquire some of that entrepreneunal spirit which we
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did not... could not find where we were previously® (J. Nepveu. 1988, |. 293).

- *One of the reasons | came here.. was because it was a company that i1s
entrepreneur, takes decisions and 1s at the same time ready to be more
organized . | decided to come here because | wanted to work with Remi
Marcoux® (R Gagnon, 1988, |. 214, 572)

- *The challenge of being involved in an entrepreneurial spirt, the idea of being
involved with some share options which was tied to my ability to make this
company continue to grow, that was interesting  Remi, as an individual, was
a major [parn of my] decision... | felt that the chemustry was good 1 thought
that | could relate to him and | could work with him" (C Gentile, 1988, |. 93,
647).

it becomes clear on analysis that R Marcoux played a critical role in much ot the
reported recruiting activity (although most of those reporting did work directly for hm and so it
is, perhaps. not surprising that he was active in their hinng process) His role was not simply
in convincing these people to come to GTC; he pursued them once he had identified that he
wanted them to work for im. C. Gentile described how "he found out that | might be available
and he just kept talking to me and made an offer that essentially, | was very interested in" (C
Gentite, 1988 | 86). R. Faucher reported what sounded like the same recruiting style. this time
dating back to 1979 *He was starting to have a few problems n getting all these things
organized. He was looking for somebody to help him out. | was ready to make a change In
my career at that [ime]..." (R. Faucher, 1986. |. 23).

Company acquisitions, in the GTC context, were another form of management
recruiting, and one in which R. Marcoux was always the central player. He made it clear that
*we are not interested to buy a company just to buy. What we are looking for 1s good
management® (R. Marcoux, 1986, . 498). The use of shares for acquistions supported this

type of recruiting particularly well since it also added an incentive for these
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owners-turned-GTC-managers to help the company perform well in order to increase the share
price and, hence, therr own personal net worth. It was also consistent with R. Marcoux's prior
behaviour, when *to attract Claude Beauchamp as a partner, | made a [stock purchase] deal
with him* (R. Marcoux, 1986, I. 208).

There seems little question of R. Marcoux's central role in recruiting new managers, in

fact, R. Gagnon reported that 'l checked that [to see if R. Marcoux was planning to sell out his

shares]" (R Gagnon, 1988, I. 1277), and he would not have joined GTC if he had discovered

that R. Marcoux was planning to leave. Marcoux’s role extended beyond his individual
recrutting efforts as well In the first instance, he followed up on his new recruits to ensure
that their induction was successful (e.g., he held a five month performance appraisal dinner

meeting with C. Gentile). In the second instance, R. Marcoux set the tone and direction for the

company's focus on acquiring and developing the human resources they needed to continue
to grow successfully: *Probably one change {since the IPO] was the hiring of better and
better managers throughout the company. He's looking everywhere to find good and strong
people. He wants to hire the best (emphasis added)* (R. Gagnon, 1988, |. 1698).

There is an rony in R. Marcoux's recruiting activities 1n the company. On the one
hand, he showed a very strong focus on human resources and building these human
resources for the future. On the other hand, it was not systematic - it was one man's efforts
but had not become mstitutionalized as part of the HRM Department. One indication of
posstble change in this situation came from R. Faucher when he described the new
organigramme they established after the so-called Montebello Retreat of 1986: "We have to
put the structure in place and then we have to iook at the people we have... Then we'll have
some blank litile square here and we're going to find the kind of guy we need to put there® (R.
Faucher, 1988, [. 899). The formalization of the organization (through the establishment of
both a new orgamgramme and a new corporate-wide hiring policy [described by R. Gagnon -

see R. Gagnon, 1988, |. 449] was creating a counter balance to R. Marcoux's individual efforts.
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The company was evolving to become a larger and more mature public company.
Stretched Too Thin

The recruiting efforts were active after the IPO, especially when acquisitions are
recognized as an important type of management recruiting. Nonetheless, GTC was growing
very fast and there was evidence that the recruiting and training of new managers was hardly
keeping up with the dermands of a growing organization. R. Marcoux pointed out that *when
we went public, | think we were 575 [employees) and right now [1986] we're 1,000, over
1,000" (R. Marcoux, 1986, |. 1397). Employment had grown to over 2,600 by 1988. Five ot the
ten people interviewed made at least one statement about how the human resources were
being stretched too thin and the company needed more and better people.

J. Aubert identified the growing need for human resources in 1986 when he pointed
out "that our single constraint on growth on the printing side 1s manpower.. We're not market
constrained... What concerns us is... making sure that our human resources will follow our
pace of growth, is not to stretch ourselves too thin® (J. Aubert, 1986, 1. 282, 661).

R. Faucher was only beginning to see this constraint in 1986. He initially said that
“‘there was none [hiring of new employees] immediately but you could i1dentify areas where we
would need extra people* (R. Faucher, 1986, I. 1197). He did state, however. later in that
interview that, "l have to hire somebody to help me out... Now, accounting and all that, | can't
do it anymore" (R. Faucher, 1986, I. 1327). In fact, Faucher probably saw his job change after
the IPO more than anyone else (see the section on the New Functions Codeword for a more
detaiied discussion of this). His job grew and he soon realized that "the problem nght now is
getting some people under me... There's hardly anyone on the bottom picking up for me so |
end up doing it too... The problem is not delegating, the problem is finding the right people”
(R. Faucher, 1986, I. 4090, 4404). He concluded this part of the interview with some reflection
on how he would do it differently if he could do it over again: "What | would have hked to

know before [the IPO] is how | could have structured the corporate level... | would have said
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to the Personnel Manager, 'Find me this type of individual right now.’ Then a month after he
could have even started heiping me along the way and be in at the very beginning" (R.
“aucher, 1986, . 4499).

C. Gentile observed in 1988 that *the other [difference between GTC and Domtar] is
lack of human resource planning... One of the things that is preventing us from growing and
buying other companies or starting new plants is [that] | don't have ready managers, | don’t
and I'm petrified... We're overstretched" (C. Gentile, 1988, |. 899). C. Gentile not only hetd
one of the biggest jobs in GTC, but also had the perspective of many years as a Domtar
manager. His observations may, therefore, carry more weight and he stated clearly that "one
of the weakest aspects of this company is that they do not have very strong human resources,
strong managers, because the managers have not been asked to make these decisions* (C.
Gentile, 1988, 1. 453). His response to this was to train his managers "to make sure you've
done your homework... | want them to start to think* (C. Gentile, 1988, . 405). He wanted to
develop what he called a *humanized bureaucracy* so that they could have "orderly growth
and the... development of human resources to allow this growth" (C. Gentile, 1988, |. 447).

R. Marcoux also recognized by 1988 that their management resources were limited:
*We don't expect to buy plants in 1988 in the U.S, because our human resources are quite
limited... Right now our management is sufficiently enough stretched. They need a little bit of
time to get their breath... We had to revise that [1988 U.S. growth strategy] because, you
know, my people say, "Hey, slow down, we are too stretched right now™ (R. Marcoux, 1988b, I.
108, 300).

R. Faucher, C. Gentile, and R. Marcoux were in the best positions to judge the
company's human resource requirements and the capacities of existing management. Their
concensus was clear: Despite active and ongoing recruiting. they had still not been able to

hire and develop all the people the company needed to support its continuing growth.
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Policy and Structure

The HRM functions at GTC have been shown to be founded on a people-centred
philosophy that was reflected before, during, and after the {PO. Stock options and share
purchase plans were seen as important benefits that served both in attracting new people and
in motivating management and employees. Recruiting was shown to be an important function
in this growing organization, but still unable to meet the company's requirements for its human
resources, especially at management levels. It was the human resource polhcies and
pracedures, along with increased formality and a revamped organizational structure, that had
to try to bring together these various dimensions of the human resource activities.

R. Gagnon, as the first Corporate V.P. for Human Resources, was responsible for
organizing the HRM function across the company. This, in itself, was an important change.
"Before there was a Director of Human Resources who was mostly taking care of the Prining
Sector and was not too involved in the rest [of the companies]. Also, he was not too involved
in the Management Committee" (R. Gagnon, 1988, |. 301). The documents that had existed
for the human resource function included “a certain number of forms... And on the top of the
form there was a list of people who have the power to approve or who need to sign. That was
the procedure” (R. Gagnon, 1988, . 414). This was the state of aftairs that R. Gagnon
inherited, but his mandate from R. Marcoux was "to be organized to become a company that
in 1991 will be over 500 million [in sales]" (R. Gagnon, 1988, |. 522). His first steps were to
create policies and structures to rationalize HRM activities throughout the GTC companies,
and to do this in a way that was consistent with the GTC philosophy and style

One of R. Gagnon's first steps was "to clanfy what everybody would do... | prepared a
three page document with just the list of activities and who are the powers to decide... The
format | took was that the policy will have to be approved by the Management Committee. But
the implementation will have to be done by the dece. tralized unit* (R. Gagnon, 1988, |. 313).

This document (shown as Figure 18: HRM Pian, 1988) was one of his first steps towards
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making the HRM function more systematic, but he was careful to point out in the interview that
*| told the people, ‘If you feel we are getting too bureaucratic with that, tell me because that is
not what we are trying to do” (R. Gagnon, 1588, |. 444). He also produced a document
entitled, "Human Resources 1988 Objectives* to show his four main objectives and their
supporting sub-objectives for 1988 (see Figure 19: Human Resources 1988 Objectives).

These two non-interview documents substantiate R. (Gaanon's statements about his role in

establishing policy and structure in the HRM area.
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Figure 18
Human Resources Plan, 1988

GROUP TRANSCONTINENTAL G.T.C. LTEE

LA GESTION DES RESSOURCES HUMAINES 9 février 1988
ROLE ET RESPONSABILITE

L'objectif de ce document de travail est de clarifier les réles et responsabilités des
divers intervenants dans la gestion des ress,ources humaines.

Aprés une discussion au comité de direction le schéma accepté servira de rétérence
dans I'élaboration des politiques et procédures et dans nos communications avec les
établissements.

Toutes nouvelles politiques ou programmes seront présentés au comité de direction
pour approbation.

Pour clarifier les diverses interactions dans les activités reliées a la gestion des
ressources humaines il est utile d'établir qui:

a le pouvoir d’approuver et le droit de veto (AV)
est responsable d‘accomphr'la tache (R)
est responsable d'apporter son support/doit étre consulté S)
doit étre informé {H

Dans la préparation des grilles de responsabilités qui suivent, j'ar accordeé une attention toute
spéciale au respect des trois éléments suivants:

Le Groupe Transcontinental G.T.C. Ltée a une philosophie de gestion basée sur la
décentralisation de ses opérations et la responsabilisation des gestionnaires;

L'entreprise doit maintenir un processus de décision efficace et nous devons éviter de
bureaucratiser nos processus de gestion;

Nos processus et systemes de gestion ont besoin d'étre améliorés afin de maintenir un
développement harmonieux de I'entreprise dans ses prochaines étapes de croissance.

RODRIGUE GAGNON
Vice-Président, ressources humaines
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Human Resources Plan, 1988 (cont'd)

LA GESTION DES RESSOURCES HUMAINES

Secteurs clef et activités

Rémunération:

Elaboration des politiques
Elaboration des programmes
Evaluation des postes

Administration des salaires
selon les poliiques

Administration des salarres
des cadres supétrieurs

Evaluation des pratiques

Embauche et sélection
du personnel:

Politiques et procédures

Recrutement et sélection des
employés horaires, des
employés de soutien et

des cadres

Recrutement des spéciaiistes

Recrutement des cadres
supérieurs (700 pts et +)

Recrutement des subordonnés
immeédiat du Président
de secteur

Gestion du rendement:

Elaboration des politiques
et programmes

Role et responsabilité

Prés. Prés. du Gestion V.P. Secteur
G.T.C. secteur du sect. R.H. fonc. corp
AN S R S
[ AN S
1 AN S R
AN R !
AN R S
AN S R ]
AN S R S
AN R i
AN R S S
] AN R S
AN AN R
AN S R S
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Figure 18

Human Resources Plan, 1988 (cont'd)

Prés. Prés. du Gestion V.P. Secteur
Secteurs clef et activités G.T.C. secteur du sect. R.H. fonc corp
Planification de la reléve:
Elaboration du processus AN ] R S
Mise en place du prncessus AN R S I
Administration du programme
pour les cadres supérieurs
(700 pts) AN S R |
Relations de travail:
Politiques et orientation AN AN R I
Choix des portes parole et
des comités de négociation AN AN S R
Mandat de négociation AN R ]
Administration des
conventions collectives AN R |
Administration en cas de
conflit ouvrier AN R S
Relations avec les employeés:
Elaboration des politiques AN AN R |
Implantation des divers
programmes AN R |
Formation des employés AN R I
Incitation & la productivité AN R S
Communication avec les
employés AN R S

Evaluation du climat et
des pratiques AN S | R
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Prés. Prés. du V.P. Secteur
Secteurs clef et activités G.T.C. secteur R.H. fonc. corp
Programmes d'avantages sociaux:
Elaboration des programmes AN AN R
Communications aux employés ! AN S
Evaluation et révision ANV AN R
Administration du personnet:
Maintien des dossiers AN
Dossiers des cadres supérieurs
(700 pts) AN AN R
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Figure 19

Human Resources 1988 Objectives

Our human resources are:
- A major advantage over our competition
- Unique
- Precious/costly

The Role of Human Resources Department is:

Support management and employees toward the most efficient utilization of our
human resources.

Here are my (4) objectives for 1988:

1. Managing Health and Safety

Support management of each location to improve their health and safety results.

A) Establish a standardized monthly report about health and safety that will keep
us aware of the situation in terms of frequency, severity, number of accidents,
etc.

B) To council each location in the management of their health and satety

program to involve their employees in accident prevention by:
- Communication
- Training
- Inspecting
- Accident Investigation

2. Managing Performance

Coordinate the performance appraisal cycle of senior managers to ensure that.

A) A copy of objectives from all employees reporting to the president and therr
subordinates is sent to human resources department by March 31, 1988;

B) A progress review of senior managers wili be held by June 30, 1988,

C) A formal 1988 performance appraisal will be done considering those objectives

and your normal responsibilties.

3. Salary Administration

To develop a computerized form for annual salary revision to be used by November
1988.

4. To Familiarize with I.T.C. Inc. Operation

By visiting each location and getting involved in human resources management
difficulties/fopportunities, in order to know better the needs for an efficient management
of human resources through 1.T.C. inc.
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R. Gagnon pointed out that *| find in the filing cabinet a lot of good documents in HR
and policies that they had developed in 1981/82... It was good planning... except that
between '83 and '87 the growth was so fast that they were unable to keep up to date" (R.
Gagnon, 1988, I. 1570). R. Faucher had also indicated that *job descriptions we already had
before [the IPO}" (R. Faucher, 1986, |. 2520). These historical documents did, therefore, give
R. Gagnon a head start so that he was "not starting back to rewqite all that stuff. | take that
and will implement it everywhere® (R. Gagnon, 1988, I. 1593).

It had become clear that the existing organization structure "doesn't make sense... We
have to revise our structure* (R. Faucher, 1988, |. 676). It was at the Montebello Retreat of
1986 that "we decided we're going to have a V.P., Human Resources here at the group level...
and at the plant level there's going to be a guy... We said that a plant over 150 employees,
we're going to have a guy there to take care of the people... Before there was only one
personnel guy at GTC... It was impossible. Completely impossible* (R. Faucher, 1988, . 754).
The result was more formal recognition and structure of the HRM function.

The organization structure retlected some of their attitudes towards HRM. 1t was not
intended to be either rigid or static; rather, it was designed to support both therr
decentralization and their growth. It was created in response to problems with the e}istung
structure. They needed “a structure that 1S going to work, one. Two, that will allow us to see
who we will hire” (R. Faucher, 1988, I. 891). The organization structure would guide the
recruiting activities. It was also recognized that *it's going to move depending on the strength
of some of the people we are going to get... You have to adjust the chart to the people you
have" (R. Faucher, 1988, I. 1621, 1680). This structure was not intended to dominate the
people: *We put a ot more emphasis on the selection of people than on making sure that the
salary of the guy will fit with our policy* (R. Gagnon, 1988, |. 666). The HRM philosophy was
to remain responsive to individuals and to adapt jobs to their capabilities.

The new structure and new policies were designed to support their decentralized
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approach, with Head Office control or influence at the executive level of the divisions and fully
decentralized control at the operational level (see R. Gagnon, 1988, I. 546). This was also in
keeping with R. Marcoux’'s approach to acquisitions, in which he stated that, *What we are
looking for 1s good management... You want them involved, yes, because the way we operate
our company is decentralized. So the action is 1n the affihated company® (R. Marcoux, 1986, |
499). Another piece in this restructuning was the fact that plans started to be written down
after the IPO. As a resuit, "it's different, our key people know our plan .. They didn't know that
[before the IPO]" (R. Marcoux, 1986, |. 1681). Internal communications at all levels were
deemed to be important: *In all our companies there i1s an internal journal [to keep all
employees informed]* (R. Marcoux, 1986, I. 1980) They also "produced a film here on GTC .
[That] has been circulated in our plants' (R Marcoux, 1988b, | 1287) R Marcoux stili felt that
*the communication system with all our employees has to be improved That's Gagnon's job
to more inform our employees of what we are shooting for* (R. Marcoux, 1988b, 1. 1269).

Thus, while C. Gentile reported "a lack of human resource planning" (C. Gentile, 1988,
I. 899), he himself expressed a commitment to developing what he termed a "humanized
bureaucracy... [to allow] the human resources to themselves be in development as the
decision makers* (C. Gentife, 1988, |. 451). The company HRM function was evolving to
become more formalized and clearly structured. This was, in fact, one manifestation of the
company’s overall evolution towards increased formalization and structure (see the section,
The Organization Structure Codeword, for a fuller analysis of this process).

Summary

The HRM function was largely dniven by one man, R Marcoux. He not only set the
tone for the company's people-centred attitude and philosophy, but also played a key role In
carrying out one of the important HRM functions of this fast growing firm, viz., recruiting and
induction. The PO altered the HRM function in at least two ways: First, it fueled the dramatic

growth of the company and the ensuing need to keep hiring (or acquiring) managers and
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executives: and second, it moved the company towards increased formalization and structure
in the HRM Department. Thus, in turn, reflected the evolution of the company towards a more
mature organization that was becoming less and less reliant on one man'’s actions.

The Management Style Code

The Management Style code was defined as *covering those activities, attitudes or decisions
that charactenze executives, owners, and managers®. In fact, the focus was mostly on one
*key executive, owner and manager: Rémi Marcoux. Eighty-two segments were coded as
Management Style (14.1% of all segments coded). It was the most frequently used of ali 13
codewords and was used in 12 of 13 transcripts {(92%). Further analysis showed that it was
about R. Marcoux in 42/69 comments (60.9%). (The numerator was reduced from 82 to 69 by
the exclusion of 13 comments by R. Marcoux himself.)

The complete definition of the Management Style codeword read as follows:

Management style, covering those activities, attitudes, or decisions that characterize

the key executives, owners, and managers. Of special interest are any changes in

management style, particularly if they may be related to the IPO (e.g., increased
delegation) or changes In roles or responsibilities as the company has both become
more publicly visible (and scrutinized) and, often, larger.

The 82 segments identified as characterizing some aspect of this Management Style
were sub-classified into eight sub-codes. Twenty-two segments were subdivided or coded to
more than one sub-code, yielding a total of 104 segments used in this analysis. One set of
the sub-codes described how roles, responsibilities, and va.ues changed and how the
company was adapting towards decentralization and delegation. This set of three sub-codes
accounted for 56/104 segments (53.8%). A second set of sub-codes described R. Marcoux,
his leadership roles and his decision making. This set of five sub-codes accounted for 47/104

segments (46.2%).
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Delegation

One clear change in management styte, which went hand in hand with the change In
organization structure, was the increased need for delegation. Before the IPO, *Rémi and
Claude at that time were really involved in all aspects of the company" (M. Vachon, 1988, | 7).
*Rémi and Claude, say, were controlling everything. | think so... yes. Absolutely® (J. Nepveu,
1988, |. 373). "Now it's becoming more and more a manager business, a business that's
managed by professional managers, which is, | think, the way it shouid be [Before it was]
entrepreneur. Very much so. Nothing else but entrepreneur* (R. Faucher, 1988,1 102) *We
have to stop interfenng with the operation, because we're looking for problems" (R Faucher,
1988, 1. 1713).

The going public process involved and preoccupied the key executives, and their
unavailability inadvertently started the delegation process: 'l think the reaction that was felt by
many people was that you have to become now more independent, more self-sufficient in
terms of getting organized" (M. Vachon, 1988, |. 294). In addition, becoming a public
company carried with it new responsibilities and new roles. C. Dubois was well aware of the
new responsibilites and he described them clearly in 1986:

*Now, having gone public, you have to envision a new scope which are shareholders...

you need to structure yourself with more people that will carry more authorty  [to]

delegate more... for the future of this company to have a stronger base and stronger
management for more management than just the three of us [owners] making all the
decisions... we're learning that {to delegate]... | will learn that for the rest of my lfe. It's

a major switch in one’'s mind to do that* (C. Dubois, 1986, |. 1248). *When we

decided to go public and we said, now we have to delegate more. We have to make

sure that this company will be based on a higher level of management and more

delegating authortty, delegating power. We committed ourselves to doing that" (C.

Dubots, 1986, |. 1330). ‘Listen, it's a process that only makes good common sense,
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whether you're public or not. But because it was really part of the set of rules that are

inherent to becoming public... we have taken personally the commitment to do it and

we're going through with that* (C. Dubois, 1986, I. 1410). *Delegation, changing the

structure of power was  the key thing to me* (C. Dubois, 1986, |. 1482).

R. Faucher suggested in 1986 that R. Marcoux was going through a transition similar
to the one described above by C. Dubois. He said that *| think he's [R. Marcoux] willing to
[delegate more]. | think he has a little problem in doing it in the real sense of the word" (R.
Faucher, 1986, |. 4416). R. Faucher himself also had to face up to delegation when he
became responsible for many of the new tasks of a public company. It was an issue he
addressed in both his 1986 and 1988 interviews:

"'The job itself, or the way it's appearing now, is developing into something that
is more interesting than before. The problem right now is getting some people
under me... because now I'm doing things at a higher level but there's hardly
anyone on the bottom picking up for me so | end up doing it too. That's a bit
of a problem" (R. Faucher, 1986, . 4087).

I'm too much involved in the operations. Rémi's taking me to be close to him
a bit to take care of whether it's an acquisition or making a new issue... you

can't do two jobs at the same time... | think the corporate function cannot be

operational® (R. Faucher, 1988, 1. 137).

- ‘RD: So it's not just the matter of fact that the company's growing but it's also
the way it's growing. As soon as you become public you have to do this and
you have to do that. So you can no longer do this and this and this so you
have to give it to somebody else.
RF: Exactly, because now you are working with the future and you want the
day-to-day tasks to be done by somebody else" (R. Faucher, 1988, . 2021).

His own approach to this was that, "well, personally, what | did was | delegated a
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little... and a little and a little more trying to see how it works... now it's been about seven or

eight months and | feel very comfortable with this particular individual* (R. Faucher, 1986, 1.

1449).

C. Gentile expressed some clear and definite views regarding the need for delegation:

*You're not going to be able to respond to your customers if you don't
decentralize” (C. Gentile, 1988, I. 503).

*The planning is in the minds of the owners... s¢ you don't have that
philosophy in here where you have managers who say, hey, | have a
department that tries to see where the department is going. What's my
competition doing? How can | respond to that competition? What's
happening to my products?* (C. Gentile, 1988, I. 838).

‘That was the toughest [part of the] decision to leave Domtar because that
was my biggest concern, are the owners going to allow me to manage their
baby? Rémi, | think he does, but possibly the others might not* (C. Gentile,
1988, I. 561).

*They asked, do you mind comung in and helping us integrate this company,
reqularize it, more or less what | just did in packaging [at Domtar]... and
develop this type of culture which | was quite good at {pushing power down

the line, giving people responsibility]" (C. Gentile, 1988, |. 605).

He also provided two examples to show that both R. Marcoux and C. Dubois were

working towards full and effective delegation. The first example was the fact that Claude

Dubois, who C. Genltile replaced as President of the Printing Division, took an extended

holiday of several months in order to ease the transition and reduce possibilities of conflict

between them. The second example concerned the resolution of some problems in a printing

company they had acquired: *He [R. Marcoux] really had a problem in terms of the individual

but essentially then we had to restructure. The restructuring and turning around, that's mine.
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He got nd of the problem of the individual... but in terms of running the day-to-day operation
he just turned it over* (C. Gentile, 1988, |. 1093).

Yet another perspective on the need for delegation, and the ways in 'which the owners
were learning this management skill, was provided by R. Gagnon. He described his objectives
in his first months on the job, stating that "it's also to get the owner of the company not v
expect that | will be involved in everything... that's the way it was always managed... | learned
that the first week | was here... it's part of my job [to train the President], yes" (R. Gagnon,
1988, |. 479).

Observation notes from a Management Committee meeting attended on March 21,
1988 identified that R. Marcoux supported delegation and the executive role of the larger
organization, although he remained clearly the leader of the management group and the main
driving force. It was also evident in this meeting thar both C. Gentile and R. Gagnon
presented the more systematic and formalized approach of the larger corporation.

The delegation issue was evident in both 1986 and 1988. It is clearly an important,
almost fundamental transition, but also not an easy one, as evidenced by the fact that it was
still an active concern at the time of the 1988 interviews. (Delegation is also addressed in the
sections on New Functions: Delegation and Decision Making and Organization Structure:
Delegation and Decentralization.)

Roles and Responsibilities

The rules and realities of being a public company brought with them some changes in
roles and responsibilities for the key managers. This sub-code is similar to the New Functions
codeword and, in fact, 13 of the 25 segments coded in this sub-code were also coded as New
Functions. (The section on New Functions: Role Changes - R. Marcoux and R. Faucher
provides some additional information on their new roles and responsibilities.)

The first rule that was described was the need for additional reports, and these reports

had to be on time: "All those reports that weren't produced before had to be produced now in
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a very strict way. If that info has to be done or given on such a date, t has to be done on
such a date, you know, like the closing of the month’s report, closing the quarter, you know.
Now it's strict® (M. Vachon, 1988, I. 315).

One of the most evident new responsibilities was towards the public shareholder. This
created "an awareness that there are people out there you are responsible for... we do care
for shareholders* (J. Aubert, 1986, I. 957). "Now, having gone public, you have to envision a
new scope which are shareholders, more long term, more oriented for corporate goals than a
private enterprise” (C. Dubois, 1986, |. 1248). *The notion of having new partners that you
wish to please, and wish to content, is a new dimension into the decision making process* (C.
Dubois, 1986, I. 1097).

The anticipation of this responsibility may, in fact, have been a concern prior to the
IPO: "He [R. Marcoux] was afraid, like you say, of things that he didn‘t know at the time and
maybe like taking care of shareholders and having meetings and quarters and having to let
your shareholder know ahead of time of the different projects you are going to have to take if
you want to be honest with them* (R. Faucher, 1986, 1. 152). After the IPO, R. Marcoux added
it as one of his job responsibilities: *[Before going public my responsibilities were]
development and taking care of the operation, and it's still that plus relations with the
investors" (R. Marcoux, 1986, {. 2071).

Responsibilities to shareholders included employee shareholders and they were given
some special attention: "In the divisions, what we have done, we have made meetings of
information. What that means, going public. We have done that in all our plants [to prepare
them for the public issue]* (R. Marcoux, 1986, I. 1417). Share purchase plans were also
offered. They were successful with this group of shareholders, and *[R. Marcoux] was proud of
the fact that as a public company 75% of our employees are shareholders® (J. Nepveu, 1988,
I. 720).

New rules and responsibilities led to new roles and behaviours. "Rémi Marcoux's role
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has changed a lot | think. He has become a lot more public... you know, in the French
community of Québec, he is a very well known personality. He's part of many organizations...
| think he found it very difficult because, personally, he’'s not a public guy. He doesn't like to
be in front of a crowd and talk... so | think it was a difficult step for him. And | think he did it
quite well" (R. Faucher, 1986, I. 1862). R. Marcoux himself described one aspect of how this
responsibility changed his work tasks when he said that "I don't like to make speeches so |
don't take a chance. I'm writing everything" (R. Marcoux, 1988b, | 2126). He identified
another new aspect of his job when he indicated that, "I'm not particularly excited about those
meetings. We got growth and | have no choice because more and more people are involved
so more and more we have to shoot for the same direction® (R. Marcoux, 1988b, [. 1831).

R. Faucher said in 1988 that R. Marcoux’s job has “changed completely. He was the
CA... that louks at small things like collections, even four years ago he used to look up the
receivables list... as the company became public he started doing acquisitions... [and] being
public in the community... that’s part of his job... his job has changed a lot" (R. Faucher, 1988,
l. 1244).

The statutory requirements for publishing reports and the need to develop
relationships with the stock analysts who reported to the investment community also changed
roles and responsibilities in the company. The company "needed to get better organized and
disciplined so far as written information and passing that information along... going public
gives you a need to be more specific about it and more organized and disciplined" (C. Dubois,
1986, |. 767). For R. Faucher, this meant that *you have to have those numbers in your head
all the time. You have to have the right answers to the questions. You have to know...
because of this, you have to study your numbers all the time to be able to make sure that you
know what they're made out of, what are the areas where people can ask questions, what are
the answers? It creates a different type of pressure” (R. Faucher, 1986, I. 1349). Two years

later he elaborated on this aspect of his job as V.P. Finance: *One thing, too, modified my
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role is, of course, because I'm the one answering the analysts... I'd say 25% of my time is

spent on the phone talking with [the investment community]... so it's important for you to

maintain relationships with these people because it influences the investors' behaviour... and

you are also the one responsible for getting the quarterly reports out* (R. Faucher, 1988, |.

227, 372).

Statutory requirements also put pressure on previously informal systems to become

more formal:

“You've got a Board, you've got an Audit Committee, you've got not only
analysts but also investment people that want to meet you and talk about the
company all the time. You find out all of a sudden that me in my position all
of a sudden t have to know everything... then you say, hsten, we have to sit
down. We have to have formal communication between each other because
I'm the one getting the questions, | don't know what to answer [about what
you are doing]"* (R. .Faucher, 1988, 1. 1900).

“We have to voice it now in @ more sophisticated way because dealing with
three partners together, you know pratty well the thinking of one another
without having to go through a farge presentation of course. But in front of
people who don't know your business but you expect an opinion from them
[the Board], and you ask for an opinion of them, then you've got to document
this thing, verbally or in a written fashion in a better way. St we voice it just
the same, as far as freedom of speaking 1s concerned, but we have to voice #t
in a more professional, sophisticated fashion® (C. Dubois, 19886, |. 941).

*[They have no more]j informal Board meetings like they had before, you know,
on a Sunday at Rémi's place. So it's not the same thing at all. While now I've
seen Board meetings where some of his partners were not necessarily in

agreement with him [R. Marcoux]* (R. Faucher, 1986, |. 2354).
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R. Faucher's role changed a lot. He said that, "before, | was invoived a lot in getting
the numbers from different companies and then looking at them and analyzing them... now |
get them but | don’t handle them at all... where | get involved more now is those acquisitions
that we have made... it's getting most of my time right now" (R. Faucher, 1986, |. 3983). In
1988, on the same topic, he agreed that "[so your job changes, the people you dealt with, the
way you spent your time, the kind of communication and the kind of attention to detail
changed, and] that's why | cannot be operational anymore because | have to be out of the
office often" (R. Faucher, 1988, |. 1991). Furthermore, he developed new activities in
networking with the financial VP’s of other similar companies: "Yes, yes [I| move more and
more away from day-to-day recordkeeping and more towards the planning, the looking ahead,
the thinking, the consolidation and coordination of all the different pieces financially] and |
visited other places enjoying very very fast growth... | know all these people... | met all these
Vice-Presidents of finance groups... all these guys are my friends. | exchange with them" (R.
Faucher, 1988, I. 955).

Roles and responsibilities also needed to be more clearly defined and structured for
the newer manages in the company: * don’t mind if they're all over my back [the partners]
because that’s the way they've been for eight years, but, | mean, some guys don't like it.
They say, who's my boss?* (R. Faucher, 1988, |. 873).

Personal Style and Values

These segments describe the personal style and values of R. Marcoux and C. Dubois.
R. Gagnon described how he saw these two partners: "Rémi is the financial guy, an
entrepreneur but at the same time a manager. He wants to build. The other [C. Dubois] i1s
more a specialist of printing or paper industries. He likes to be involved in selecting the
press... when the company grows he loses that opportunity to be involved... he [C. Dubois]
doesn’t want to hurt the company. He would rather get out or just let the other people and

not being involved. He'll back oft... [but Marcoux] will change his role. Marcoux will change
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his behaviour* (R. Gagnon, 1988, |. 1473).

C. Dubois expressed his ambivalence about the going public process when he said "t
was fun to control completely our own destiny between the three of us, and it was great... so
on the one side, as a private individual, my first gut reaction was, no, | don't need t. As a
corporate citizen, the answer was, yes, we need that. It will be good for the company” (C.
Dubois, 1986, I. 18). A little bit later he added that *when you become public you undress a
little bit... as a person | don't particularly like to do that, but as a corporation, once it is done...
it is worthwhile... Overall, I'm delighted that we went public. But my first reaction, as a
person, was not favourable" (C. Dubois, 1986, |. 43). He continued and indicated that he was
not, in fact, very involved in the processes of a public company: ‘| did spend a bit of time [in
the IPO process], not much. After that, | didn't spend a great deal of time there myself, and |
don't intend to either... personally, | don't get involved in too much of that - as little as it 1s
possible because we have experts to do that* (C. Dubois, 1986, |. 468, 512).

Three people made observations about R. Marcoux's personal style. R. Gagnon saw
him as somewhat of a visionary when he said "l think Rémi Marcoux had a dream of building a
big company... everything he found [in other companies] that was nice and good and that he
likes he brought the idea here and designed different things, appled it* (R Gagnon, 1988, L.
1636). C. Gentile suggested that he had to reign 1n some of his entrepreneural behaviour
when he said "l think [quarnterly reporting to sharehclders] t's forcing Rém: to be a littie bit
more conservative in terms of thinking a little bit more before he acts® (C. Gentile, 1988, |.
1305).

More insight into the management style of R. Marcoux is presented in the following
sections on leadership.

Leadership in Values
R. Marcoux’s leadership within the company was described most frequently in reiation

to the strategic orientation of company development. J. Aubert described him succinctly when
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he said that "Rémi is the rare breed of character that blends both the qualities of an
entrepreneur and also a strategic thinker* (J. Aubert, 1986, I. 481). J. Nepveu, two years later,
readily stated that *Mr. Marcoux and Mr. Dubois still represent the main thrust of development"
(J. Nepveu, 1988, |. 188). He went on to say ‘that the entrepreneurial spirit

still manages to remain... it remains because Marcoux is on top and he is very entrepreneurial*
(J. Nepveu, 1988, |. 281).

The strategy of growth through acquisition was an important driving force in the
company, and R. Marcoux was the person behind it. *To be frank, | like to do that
[acquisitions]... yes, yes, yes [that's the most fun part of the job] and more and more" (R.
Marcoux, 1988b, I. 1801). His style of doing acquisitions, at least according to C. Gentile,
contributed to the company's values in some fundamental ways: *If you look at Remi, when
he buys, he looks at the philosophy of the owner that he’s bought. He has to have the same
philosophy he has. Hard work, commitment to servicing the customer, commitment to the
product line, commitment to the people” (C. Gentile, 1988, 1. 937).

The strategy of building a company and taking it public was a clear goal: *"We've
always been managing our company with the idea we would go public* (R. Marcoux, 1986, |.
1251). According to R. Gagnon, the vision was yet bigger: *His [R. Marcoux’s] commitment is
to build an organization... | think Rémi Marcoux had a dream of building a big company® (R.
Gagnon, 1988, 1. 1319, 1636).

Other values refiected in the company and attributed at least in part to R. Marcoux are
listed below:

People oriented: "He's also very human oriented. He cares, the money hasn't
gotten to his head" (C. Gentile, 1988, |. 660).

- Responsibility to shareholders: "It always comes back tc Rémi of course, it

always has to come back to the CEOQ... it's good that Rémi knows that some of

his friends, that all of his friends are shareholders... the resultant of all of that
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is that we do care for shareholders... we feel very responsible towards them”
(J. Auben, 1986, |. 950); *He [R. Marcoux] was proud of that fact that as a
public company 75% of our employees are shareholders’ (J. Nepveu, 1988, 1.
720).

Hard work: *Dedication to hard work, something that comes from Rémi* (C.
Gentile, 1988, |. 920).

Dedication to the company: 'People say in the industry that I'm a low profile,
you know, for prestige... [Personal wealth] has not been the reason [for going
public] becavse myself | would like to stay and keep my share in that
company* (R. Marcoux, 1986, |. 679, 696); "We are not for sale at any price,
forget that, don't lose your time" (R. Marcoux, 1988b, |. 1148).

Independence and cooperation: "Rémi, he would say the same thing [about
GTC companies seeking competitive quotes rather than automatically giving
their business to each other)... he wouldn't like 1t [if they ended up going
elsewhere], he wouldn't want it also... oh definitely, definitely [he would be
concerned]’ (R. Gagnon, 1988, . 261); "I sad, look, you always said that you
have the management philosophy that you don't make the distinction between
unionized and non-unionized people... [he expressed some concerns] but he
said, look, if you think that way analyze that and come back with a proposal”

(R. Gagnon, 1988, 1. 117).

The observations at the Management Committee meeting on March 21, 1988 provided

three specific incidents of R. Marcoux providing leadership in values:

1.

He stated during a discussion of the printing plants’ actwities that *You should
do what you want - | need one thing, that’s revenues (translation by author)".
The discussion concerning the upcoming annual meeting prompted him to

state that promises shouldn't be made because if you don't deliver on them
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you lose credibility.

3. Values about individuals’ need for self-worth were communicated in two
instances where he stressed that it was important that the persons under
discussion did not feel that they were losing control. This was an interesting
contrast to another view expressed on these same issues that it was important
for management to not lose control!

In summary, the culture of the company was based on the values and behaviours of
the leaders, primarily R. Marcoux. R. Belair was clear in stating this: "l think it [our company
culture] comes from them [the three partners], definitely because that's the way they still are...
[R. Marcoux is] the one that puts pressure in the sense of let's do that, let's do that. We end
up doing it. He i1s the captain, definitely, he takes his place. If you look at the characteristics
of our culture - aggressive, young, dynamic, proud” (R. Belair, 1988, |. 977).

Leadership in Recruiting

R. Marcoux was clearly instrurnental in management and executive recruiting. He was
personally responsible for hiring the two most recent executives at the time of the 1988
interviews (R. Gagnon, V.P. Human Resources, and C. Gentile, President. Printing Division).
Managers were also recruited as pan of the acquisition process and here again R. Marcoux's
central role had an important human resource dimension.

R. Gagnon stated clearly that he *decided to come here because | wanted to work
with Remi Marcoux... that was the reason.. his style and what he had built* (R. Gagnon, 1988,
I §72). This was sufficiently important that he asked if R. Marcoux might sell out now that his
shares could be readily sold on the public market: *No, and | checked that [before deciding
to come here from Domtar]" (R. Gagnon, 1988, |. 1277). C. Gentile also indicated that R.
Marcoux had been an important factor in his decision to join GTC: "Rémi as an individual,
was a major [part of my] decision [to join GTC]... our backgrounds are similar" (C. Gentile,

1988, |. 647).
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These examples show R. Marcoux's leadership in recruiting at the executive level of
GTC, but it was also pointed out that *he's looking everywhere to find good and strong
people. He wants to hire the best" (R. Gagnon, 1988, |. 1701).

R. Marcoux sometimes recruited managers by becoming partners with them. *To
attract Claude Beauchamp as a partner | made a deal with him* (R. Marcoux, 1986, 1. 208).
The 1984 Prospectus provided a non-interview source of infarmation that confirmed this
aspect of his style by showing three GTC companies with significant shareholdings by
outsiders (These were Publications Les Affaires, with Claude Beauchamp, Les Editions
TransMo, with Y. Moquin; and Publi Home Distributors, with M. Daigle). In acquinng companies
he always looked to the management he was acquiring as part of the company- "if you look
at Rémi, what he buys, he looks at the philosophy of the owner that he's bought* (C. Gentile,
1988, 1. 937). Furthermore, when R. Marcoux identified an acquisition he wanted, he coutld be
quite persistent: "So | sat down with Denis Chartier and | said, Denis | would like to buy your
[printing] plant. But | had been pushing fike hell. | was going to see hum every day, every
opportunity | had" (R. Marcoux, 1988b, I. 1503). He could also use tus ability to command
friendship and respect in recruiting at least one important business advisor to sit on his Board
of Directors:

[He) chose a guy Bernard Lemaire he didn't know a thing about before except that

he was the President of Cascades... and he pickea up the phone one day after the

issue and he says, Bernard, | present myself, | am Rémi Marcoux. | want to have

lunch with you. That's how it got started. That's the way he does things .. and he sat

down with Rémi, they had lunch together and after lunch he said, OK, count on me

and he's there. Although he'’s very busy. Because the chemistry between the two

individuals was very good (R. Faucher, 1986, |. 2476).

Leadership in Motivation

Sometimes the agreements made on hiring (or acquisition) of new management
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provided the basis for the ongoing relationship. R. Marcoux told M. Vachon that ®if you're
willing to work with me you're going to see that place grow, grow, and grow. Don't worry
about it. It was a good faith agreement and we started from there* (M. Vachon, 1988, 1. 48).

Sometimes new agreements were reached in order to maintain relationships and
maintain motivations: *l had to make a kind of a dea! with him [Claude Beauchamp] if we had
so much profit he would be allowed to buy so many shares... the idea | had in mind at that
time, if we succeed, Claude, he could have 49% of the equity of that publication. And he
succeeded" (R. Marcoux, 1986, 1. 214).

Finally, GTC had to integrate the owner/managers of acquired companies who were
used to managing independently: *You have a bunch of individuals all priding themselves on
how to run a business in their own context but not within a large organization... No, [that has
not been a problem] because Rémi has done a very good job of... well pulling them together,
but also the nght chemistry, the right philosophy* (C. Gentile, 1988, I. 973).

Motivation was maintained by both personal charisma and personal contact. R.
Faucher describeu how *Rémi and his partners have developed a way, a pattern of behaviour
that is very, very urique in this organization whereby all people... come in here and they will
like Rémi just like that* (R. Faucher, 1986, |. 4156). R. Marcoux described a long dinner
meeting with C. Gentile after Gentile's first five months as President of the Printing Division:
*So | sat down with him and we had reviewed *rhat he has done... he's new with us so I'm
spending time with him to make sure that he’s going in the right direction” (R. Marcoux,
1988Db, I. 2021).

Conservative and Consultative

*Oh yes, he's much more conservative than before... he's taking more time now. He's
consulting a lot* (R. Faucher, 1986, |. 1919). C. Gentile, in talking about the impact of
becoming public, said that *I think it's forcing Rémi to be a little bit more conservative in terms

of thinking a little bit more before he acts... because he knows that at the end of the quarter
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he has to go in front of the public and show that he's successful* (C. Gentite, 1988, 1. 1305)
R. Faucher put it somewhat more bluntly in 1986 when he said, in response tc a question
about whether or not R. Marcoux had become more conservative, "probably, probably
because he has people to respond to, while before he had robody to respond to but himself*
(R. Faucher, 1986, |. 3875). C. Dubois concurred with this: *In his decision making process,
and he thinks in view of a larger group of people, in that respect he has become more
conservative" (C. Dubois, 1986, I. 1312). R. Marcoux himself agreed; when asked if he was a
little more cautious about the moves he made, he replied, *lots more, | can tell you that* (R.
Marcoux, 1986, |. 723). He later went on to say, *I'm still an entrepreneur... {but] that's true
fthat I'm a little more cautious and conservative]* (R. Marcoux, 1986, 1. 2038).

increased consuliation in decision making was identified in the stronger and more

active role of the Board after the IPO: *Rémi still consults a lot with his parners, Claude
mostly. But | think he brings the dossier, the file to the Board... both guys are more busy than
they used to be and the Board is really the place that they are [together]" (R. Faucher, 1986, |.
3418). The Board may have become a more convenient forum for partner consultations, but it
was also a more formal and broad based consultation than it had been previously. It was not
simply that "Rémi does seek out [the Board's advice] quite actively... he will make use of the
outside directors as counsel" (J. Aubert, 1986, |. 452), it was aiso the calibre of the people on
the Board and their expectations: *He's got to really make a sale when he wants something to
be adopted [by the Board] because the guy in front of him, if it’s Pierre Brunet [President and
CEOQ of Levesque Beaubien, brokers] or Bernard Lemaire [President of Cascades inc.), you
know, he doesn't get influenced by anything but sound decistons and rnumbers that he can or
cannot see... oh, he [R. Marcoux] sees that very positively. Oh yes, because he gets
feedback that he would never have expected. it's like new partners for him* (R Faucher,
1986, |. 2406). These consultations added a new and important step to the decision making

process, at least for major capital expenditures like acquisitions: “The difference [in the
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acquisition process] came when he preseni .d it to the Board and explained the kind of
decision he had taken, why he wanted to go there. So we had to come out with a file* (R.
Faucher, 1986, |. 3318).

Fast Acting

*Remi's an entrepreneur. He’'s never changed from that. An entrepreneur takes
decisions... and that's it, he's done. He not a man of paper... he doesn't like to write, he talks
ove( the phone* (R. Faucher, 1986, |. 4026).

The initial acquisition of Transcontinental Printing happened quickly. R. Marcoux
himself said that "when | saw that nobody was interested to take over | said maybe there is an
opportunity for us there... Claude right away said, super* (R. Marcoux, 1988b, |. 948). The
acquisition was completed in a matter of weeks.

A more recent example of fast action was described by both R. Belair and C. Gentile.
R. Belair said that he *mentioned at that time to Rémi that we should clarfy the situation... with
the President of TPS and so we did. He did that that same night and the morning after it was
done" (R. Belair, 1988, 1. 481). In this case, he had discussed the situation with R. Marcoux
and " said, Remi, I'll do the job. | know it won't take long. | know what to do, exactly what to
do. 1 need the authority" (R. Belair, 1988, I. 637). C. Gentile's description of the same
situation also indicates a fast reaction time: *Roger [Belair] and | met with this individual for
nine hours... and the next day, when | came back, | saw Rémi and | said, it's OK, | think Roger
will do it. Go ahead and finalize with Ronald, we have a game plan* (C. Gentile, 1988, |. 1022).
R. Belair's observation was that this fast reaction was not isolated: *He does that [fast action]
often. Once he feels convinced about the situation* (R. Belair, 1988, |. 584).

Three other examples of fast action were identified:

1. When approached by R. Gagnon regarding a new company- wide employee

pension plan, *his reaction was... | don’t want to start with a big program... but

he said, look, if you think that way analyse that and come back with a
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proposal” (R. Gentile, 1988, I. 123). He did not block the idea, but rather,
encouraged its development (It was subsequently presented and approved).

2. A second example had to do with the annual Christmas party: "The day after
the Christmas party he called two or three guys and he said, look, we'd like to
make the post-evaluation of the party. He just wrote notes and gave that to
the secretary. He said, look, next year when we plan the party bring me back
those notes" (R. Gagnon, 1988, I. 1559).

3. The final example, provided by C. Dubois, suggested how the new
responsibilities to public shareholders might incite faster, as well as more
deliberative and consultative decisions: *He may wish to make a decision
more quickly because of this new dimension of public pleasing” (C. Dubois,
1986, 1. 1317).

Summary

Management style is very central and binding in an entrepreneurially driven company
like GTC. It is not surprising that it is the most frequently occurring code and that R. Marcoux
is the subject in most cases. It is also not surprising to discover considerable overlap with
other codewords. This was particularly evident with the Decision Making, New Functions,
Organization Structure, and Human Resource Management (HRM) codewords.

The Management Style codeword identified delegation as an increasingly important
management task. The hands-on entrepreneurs were no longer able to stay on top of all
operating details. The IPO brought new tasks, beginning with preparing the prospectus and
meeting filing requirements, that took top management away from operations. The ensuing
growth meant a larger organization where it became increasingly difficult for them to remain
operational. New executive roles needed to be filled and previous tasks delegated.

The new executive roles included relations with shareholders, increased community

activity, and regular contact with stock analysts. New reports were required and operating
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managers had to provide them on time. Communications became more formalized to ensure
full and accurate responses to outsiders’ questions, and meetings became more frequent.

R. Marcoux continued to be the driving force. He inspired an entrepreneurial spirit in
the company while at the same time, he was involving more people in decision making and he
himself was becoming more conservative in his own decisions. It was his vision that directed
strategic activities and he recruited many of the new managers, often through acquisitions.

He combined the strength and charisma of his personality with an ability to make deals. He
recruited managers and partners (i.e., business owners who sold to GTC in exchange for
shares) and worked to keep them motivated. Other values in the company’s culture were also
attributed to him: Hard work, dedication, focus on people, and responsibility to shareholders.

Management style clearly presents itself as a key to unlocking the organizational
processes taking place at GTC during the going public period studied.

The Culture Code

The notion of organization culture is relatively recent in the literature of organization
description and analysis. There is no widely accepted definition of this term and the various
transcript coders had less shared meaning about this codeword than about most of the other
codewords. The definition of the Culture code that was used to guide transcript coding was as
follows:

Corporate culture, cr management philosophy, as reflected in the distinctive attitudes,

values, beliefs and common practises of people in the company. Often similar to the

codewords Management Style or Decision Making, the Culture codeword may also

‘overlap’ with Organization Structure or Strategy. Culture may be expressed through

attitudes to people (bothinside and outside the company), approaches to situations (both

opportunities and threats), work behaviours (both hours worked and open or closed door
office practises), communication patterns (use of memos and reports versus direct, verbal

contact). etc.
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There were only 19 segments that were coded as Culture, representing 3.2% of all the
segments coded. This codeword had less segments than any other codeword, although it
appeared in 8/13 of the transcripts (62%). One reason for the lack of discussion of this i1ssue was
that it was not identified in the PIM and so the Interview Questions List (that guided the interviews
- see Appendix A: Interview Questions List) did not focus on it. The fact that it emerged
spontaneously in the course of so many of the interview discussions provides one clear indication
of its importance in this IPO transition. (it also indicates how the results are grounded in the data
collected and that the analysis must incorporate these emergent properties).
The analysis of the Culture code regrouped the coded segments into four sub-codes
Eleven of the original Culture segments were subdivided, yielding a total of 30 segments in these
four sub-codes. Two of these sub-codes identified attnibutes of the GTC culture - GTC as a family
and GTC as dynamic, young, aggressive, hardworking, and proud - while the other two sub-codes
highlighted the role of the owner/manager (Rémi Marcoux) in fostering this culture and identified
the concerns expressed for maintaining this culture as the company grew and developed.
- GTC as a Family
The GTC companies were described as very independent from each other, with each set
up as its own profit centre. At the same time they were also very cooperative because they were
all part of the same team, or family. Roger Belair described both of these aspects rather well.
First, he stated that Claude Beauchamp "told me before that If we are not competitive and #f we
don't offer a good service, he's going to go somewhere else... He did [get other quotes), yes.
I think that's fair if it's done correctiy® (R. Belarr, 1988, I. 210). Although no one would be happy
if Beauchamp did, in fact, go to a non-GTC company, they did work to keep each other honest
and at least quasi-arms length. On the other hand, Belair went on to say that "t's also a group
so we have to forget we are profit centres sometimes .. There's an equilibre {a balance] with
which we have to play constantly in the group. Not all managers can deal with this. {t's not

difficult for me, but it's difficult for newcomers, maybe* (R Belar, 1988, I. 934)
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The issue of cooperative independence was also evident in the many situations where
goods and services passing between GTC companies had to be priced and accounted for. *It's
not necessarily the figures [on the inter-company transfers] that are important. They are
important, but how do you make people accept that sometimes, it's a give and take policy?" (R.
Belair, 1988, I. 1044). This attitude in GTC was contrasted to "other companies where, you know,
you get two companies, two printing plants of Québecor and they both go after the same client
with their own salesforce and shooting at each other {0 get the job. Our attitude there would be
to say, ‘Let's see if we cannot save one salesman there. Cut costs and have one guy
supervising™ (R. Belar, 1988, 1. 1009). At GTC, they kept a focus on *the big picture*.

*GTC was a family, if we can use that term. The President could walk in just about every
plant and know just about everyone and talk to them and shake their hand and encourage them*
(J. Nepveu, 1988, | 741). Claude Dubois reflected, in 1986, much the same view as J Nepveu
did in 1988. He described GTC as “very much of a family compact type of thing that we ran...
We controlled 100% so we did it in the way we thought was really best for the company, and for
the fun of it, and for the pleasure of us being a part of that. Now, having gone public, you have
to envision a new scope, which are shareholders' (C. Dubois, 1986, |. 1235). Both men are
describing GTC as a family, and both express concern that the growth of the company may
disrupt the family aspect of the GTC culture.

This family culture did not result from the company becoming public. R. Gagnon
described how the personnel documents from before the IPO reflected the company's concern
for treating people fairly: *[They were] preoccupied by having rules and a management style that
will respect employees and be fair... Yes [that philosophy shows through in those documents]).
Like policy for bonus, policy for profit sharing. policy for performance appraisal, goal setting every
year with employees. itwas in '81/'82. There was [also] a policy that each location should have
an employee manual* (R. Gagnon, 1988, |. 1604).

Thus, one important attribute of the GTC culture that 1s evident from this analysis is the
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particular type of family atmosphere they had developed. This had been developed from the early
days of the company, but at least a few of those interviewed said that this family style was
threatened by the continuing growth of the company.

Dynamic, Young, Aggressive, Hardworking, and Proud

*Look at the characteristics of our culture - aggressive, young, dynamic, proud* (R. Belarr,
1988, 1. 995). This description by a longstanding GTC manager was echoed by several others
in the company:

"The imagination aspect of it, the aggressiveness of it, the dynamic portion of it
which we always have [and] we still do have" (C. Dubaois, 1986, I. 1267).
The philosophy which we have, of quick moving, flexibility, imagination” (C
Dubois, 1986, |. 1544).

- ‘It's the sentiment de fierté [pnde] here... People want to work for GTC... It's an
image, you know... We were always characterized as dynamic, aggressive,
young" (R. Belair, 1988, |. 799).

- ‘I think everybody believes that this company 1s going to set all kinds of records
and everybody believes that the share is going to zoom, go back to the 12 [dollar
stock price]... They're not wornied” (C. Gentile, 1988, I. 1441).

- *Yes, Rémi does not fool around, he does react, the trat of an entrepreneur* (R
Gagnon, 1988, I. 1060).

Working hard was another strong attribute of the GTC culture. Growth had not changed
that. As Jean Aubert put it, “The people that were here were always overworked. Now there are
more overworked people® (J. Aubert, 1986, |. 1155). R. Faucher expanded on Aubernt's comment
*They all work very, very hard. All our managers work very hard, very, very hard Every single
one of them. And it's a way of doing things... Here you don't leave at 5 o’clock, nobody leaves
at 5 o'clock and you work weekends sometimes too. Everybody does the same* (R Faucher,

1986, |. 4175). When asked what characterized GTC and made it better than other companies,
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C. Gentile's first response was "dedication to hard work, something that comes from Rémi. It's
unbelievable, the resource of persons [who are] that way, they'll scale mountains® (C. Gentile,
1988, I. 920). M. Vachon spent close to four hours with this researcher for an interview, a plant
tour, and a lunch together despite the fact that he had just returned to work (in a cast) after a
painful ankle fracture, they had had a printing press breakdown the previous night at 4:30 a.m.
and, as a result, he expected to stay at work until 9:00 p.m. that night. He was no stranger to
long hours and stated that he had often slept in his office because it was too late when he
firished work to drive home only to turn around and come back a few short hours later. Weekend
work had been a regular part of his diet for quite a few years.

People who work hard and are proud of their work and their company must also like their
work. R. Faucher stated that "people like theit work here® (R. Faucher, 1986, I. 4174). R. Gagnon
reiterated this, and explained 1t a little bit when he said that *the majority of people like their work
here... They make their own job... People feel that they are part of a winner* (R. Gagnon, 1988,
l. 695).

Finally, one reason people liked therr work and were proud of it was apparently linked to
the company’'s philosophy and values about people. This was reflected in relation to both
company employees and customers: *It's an organization of people. It's more human... Here
we put a lot more emphasts on the selection of people than on making sure that the salary of the
guy wilt ht with our policy” (R. Gagnon, 1988, I. 657). In relation to customers, C. Gentile observed
the intense *commitment to service and flexibility in terms of accommodating the customer. This
company has been driven by the customer, sometimes to a fault* (C. Gentile, 1988, I. 924).

The Owner/Manager’'s Role

It's clear that Rémi Marcoux was the driving force behind much of the GTC culture. Five
different people had comments attesting to this:

- *He [R Marcoux] i1s the captain, definitely, he takes his place* (R. Belair, 1988, |.

993).
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- *It's a corporation that's driven by him [(R. Marcoux] and the people here have
to answer to keep up with the beat* (R. Faucher, 1986, | 4040}.

- *[The] dedication to hard work [is] something that comes from Rém (emphasis
added) (C. Gentile, 1988, I. 920).

- *The entrepreneurial spirt stills manages to remain. It remains because Marcoux
is on top and he 1s very entrepreneurial. People like Gentile and Gagnon and
myseif, for instance, are attracted to an organization ike GTC because we think
we can acquire some of that entrepreneunal spint which we couldn’'t find where
we were previously® (J. Nepveu, 1988, |. 282).

- *That's one of the reasons that i came here, because it was a company that is
entrepreneunal* (C. Gentile, 1988, |. 213).

- *People wili come in here and hke Rém just like thar (R. Faucher, 1986, 1 4163)

R. Marcoux fostered and perpetuated many of GTC's cultural attributes by demonstrating

them in his own bebaviour (e.g., hardworking, quick to respond, and entrepreneunal) and by
attracting management talent because of his personalty and style. He also had a similar
influence on the culture of the companies he acquired in the GTC group. C. Gentlle explained.

Yes, {many of the same cultural attributes would be evident in any GTC plant or

company], because that's what he's looking for. If you look at Rémi, what he buys, he

looks at the philosophy of the owner that he's bought He has to have the same
phitosophy he has: hard work, commitment to servicing the customer, commitment to the
product line, commitment to the people. So generally he's done a very good job in being
able to hire or to buy these companies with that kind of prilosophy... [The result 1s that]
you have a bunch of individuals all priding themselves on how to run a business in their
own context but not within a farge organization... [This hasn't created problems] because
Rémi has done a very good job of pulling them together, but also the nght chemistry. the

right philosophy (C. Gentile, 1988, |. 936, 973).
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There's little question that Rémi Marcoux was critical to both the development and

maintenance of the GTC culture. The interesting challenge for both Marcoux and the company

was to firmly embed this culture into the organizational fabric so that it could perpetuate itself and

evolve more independently, with less reliance on a single individual. In fact, several people

expressed concern about how they would maintain the key elements of their corporate culture
through extended periods of very fast growth.

Keeping the Culture Intact

One of the non-interview documents that provided a public pronouncement about the
GTC culture was the text of a speech to the Congrés de I'Association des Professionnels en
Ressources Humaines du Québec. R. Marcoux described in this speech the importance of
maintaning the company culture and explained how they try to achieve this:

Our human resource needs, for managers and specialised employees, are enormous and

they are apparent in various different geographic areas. Furthermore, we acquire other

businesses. How then can we insure that our management philosophy remains in place

and the culture that it conveys is transmitted throughout our group? Our solution is a

human resource development program centred around our choice of management and

their development in the company, the conditions of work and the internal communication
within the organization (translation by author) (R. Marcoux, 1987a, pp.6,7).

Six of the ten persons interviewed in 1988 (one year atter the above-quoted speech) did,
however, express some concern for keeping the GTC culture intact as the company grew and
changed. These six cover a good cross section of the company: Two owners (R. Marcoux and
C. Dubois); three reccntly twred executves (J. Nepveu, R. Gagnon, C. Gentile); and one
longstanding manager (R Belar).

Roger Belair felt that “when we get to a certain stage, | tind personally that you have to
be very attentive at making sure that we don't lose our culture. | think we have a very particular

culture in GTC .. | think we should invest money in order to protect that... | think that's what made
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us what we are as a group” (R. Belair, 1988, |. 302). He went on to say that "we've grown fast and
we've made a commitment that we'll continue to grow. I'm concerned a iittie bit about keeping
our culture* (R. Belarr, 1988, I. 1054).

R. Gagnon saw the maintenance of the GTC culture as an important challenge: *I think
it we manage well and have the night people, we can keep that [our cuiture]. That's my
impression. That's the challenge" (R. Gagnon, 1988, |. 1370) C. Dubois saw the same issue.
*[The challenge is] how to maintain this imaginative, dynamic, aggressive culture] and to have
a good, sound base company at the same time* (C. Dubois, 1986, |. 1264). He even went turther,
noting that this *has been the key transition and the largest one made from one [as a private
company] to the other [as a public company]* (C. Dubois, 1986, I. 1554).

C. Gentile saw the need for some changes in order to continue to grow and prosper. He
felt that they had to "allow some of that decision making capability [to be transfered] down to the
lowest level possible... That's a culture change. That's a style change, that's a culture change
that's occurring... [t has to] start with Rém* (C. Gentile, 1988, I. 506).

In the end, R. Marcoux probably made the clearest statement about the importance o}
maintaining the GTC culture: That's our goal. to develop and keep this place with the
entrepreneurship. | do't think it's stated . [but] that's nght [it's one of the most important goals
in terms of the culture of the organization]" (R. Marcoux, 1988b, |. 2914). He explained the
fundamental importance of this ~ompany culture in the growth of the organization in a speech in
March, 1987 (This non-interview data from a public statement represents an important source of
triangulation on this issue):

These [fundamental values) aliowed us to establish from our beginnings the cimate of

trust that was necessary in order for everyone to make the sacnfices required to move

the company from startup to growth.

Our fundamental values were the following.

- to work relentlessly, the only way to be successful;
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to work efficiently, meaning with the right tools;

communicate our objectives to others in the company;

- respect our promises, regardless of the price;

- respond to customers' needs at all costs;

- recognize employees’ work in a way that is fair and equitable.

it was necessary to insure that these values were shared by everyone in the

organization.... New employees were chosen to fit this mold and it was critically important

to count on existing employees to enforce recalcitrants to adjust, otherwise it would

never work (translation by author)(Marcoux, 19873, pp. 3,4).

Summary

Culture was not an issue that was deliberately explored in the GTC situation. It arose in
the course of the interviews and was *discovered® in the course of the data analysis. A more
deliberate investigation might have uncovered other elements that make up the rich fabric of a
corporate culture; nonetheless, the dominant attributes were identified.

The company’'s growth and profitability record and the observations of the company
atmosphere and styie of working, at least on the days when interviews or meetings took place,
provide funther evidence for the dynamic, aggressive, fast moving, and proud organization. The
most interesting aspect of this analysis is, perhaps, the evidence of pressure on the established
culture. Their values and beliefs had helped build the success of the company, but the resulting
growth was making it more difficult to maintain this culture throughout the organization. The

management of this situation would have an impact on the future prosperity of the company.



CHAPTER V
DISCUSSION
The conceptual framework presented at the conclusion to the Literature Review
Chapter identified three dimensions for this research (see Figure 5: The Conceptual
Framework):

1. The research process dimension focused on the latest stage in the evolution
of needs assessment: To identify performance problems and to consider the
total system. This study was designed to develop a method for a problem-
seeking, organization-wide needs assessment. Extant models did not
adequately prescribe such a method. One important element introduced in
this study was the use of a context specific, literature based model to guide
the process.

2. The research context was the IPO event in the organization life cycle. This
was presented as a predictable organization transition and the needs
assessment method was expected to identify and describe the transition
issues Involved in this transttion. The results demonstrate that this objective
was achieved.

3. The third dimension to the conceptual framework was the application of the
results in the completion of a front end analysis. The results of this study are
used as the basis for proposing the design of suitable learning interventions at
various levels in the organization system.

Each of these three dimensions of this conceptual framework will be discussed in turn

The Research Process: A Problem-Seeking, Organization-Wide Needs Assessment
The literature reviewed on needs assessment described the vanous approaches found
in the educational technology literature. The earhest focus of educational technology on
instructional design did not always address needs assessment, and when it did, it looked at

the analysis of predefined problems in specific tasks. The focus of educational technology




Needs Assessment 245

subsequently broadened to performance improvement, and in this context, needs assessment
came to be defined as the analysis of gaps between desired and actual performance,
generally at the level of individual jobs or tasks. The incorporation of the systems perspective
in educational technology further broadens the educational technology perspective on needs
assessment beyond the individual job or task to the system. It is at this level that gap analysis
begins to be concerned with the identification of deficiencies and the recogrition that changes
in jobs do not occur In isolation. This systems perspective encourages a system-wide
analysis tiat looks at organization functions, their relationships, and how these change as the
system continually interacts with a changing environment. The results of this systems analysis
can be used by the educational technologist to identify emerging needs in an organization
and to then develop proactive interventions for timely learning. This system-wide perspective
supports needs assessments even when specific problems have not previously been
identified.

There are only a few writers who have recognized that needs assessment can address
this problem identification issue (Kaufman and Enghsh, 1979; Mayer, 1986; Rossett, 1982,
1987). Rossett {1987) is the only one to prescribe specific techmques for carrying cut such a
task, and these were the guidelines that formed the backbone of the methcd adopted in this
study. Kaufman and Englsh (1979), for example, discuss an alpha level nzeds assessment as
one that addresses gap issues at the level of organization mission and strategy (and so
considers the system-wide perspective), but they do not prescribe the techrmiques for carrying
out such an assessment.

This study builds on the literature begun by Rossett by demonstrating the application
of specific techniques to identify needs, or gaps, that were not recognized by the target
organization prior to the completion of this study:

- The technique of subrect matter analysis was used to inform the needs

assessment and guide the other data collection. The Preliminary IPO Model
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(PIM) was developed in this step.

- The technique of extant data analysis led to a review of internal documents
{financial statements, corporate minutes, internal memos, the texts of
speeches, and the CEO's diary) that formed pan of the description of the
company’s results, methods, attitudes, and behaviours External documents
(stock exchange records, stock analyst's reports, and newspaper and
magazine articles) described company performance as seen by outsiders.

- The needs dssessment techniques used were interviews and observations.
Interviews were the principal technique of the study; the bulk of the data
analyzed came from the transcripts of interviews with nine company managers
(and one external Board member) in two different years (1986 and 1988)
Much ot the extant data analysis was combined with these interview transcripts
to form the data base for subsequent analysis.

- Observations were used both as an informal method (1.e . keeping eyes and
ears open during the numerous visits to four different company locations) and
more formally (sitting in on a Management Committee meeting of the top
company executives). Any written observation notes were also incorporated
into the data base.

These four techniques were mutually supporting in the completion of this needs
assessment. These needs assessment techniques are not new in themselves, but their
synthesis and organization /s new and this study provides the literature with a single,
concrete, and successful exampie of it.

The results show that significant changes were taking place in the organization
studied, and that aimost all of these couid be understood within the framework of the PIM that
was developed as part of the needs assessment process. The needs assessment was

deemed a success by virtue of the results’ high correspondence with hypothesized factors
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(the PIM), as well as the identification of additional factors. Hopefully, this approach will pave
the way for other, similar, problem-seeking, organization-wide needs assessments. This needs

assessment could be done for other transitions in the organization life cycle or for other

predictable organization transitions that may not be identified in the organization life cycle

literature. The focus is on identifying and understanding the issues involved in any predictable
organization transition. In the terms of the conceptual framework, this research process can

be applied in many different research contexts. Thus, predictable organization transitions can
be found not only in business organizations (e.g., adjusting to new production technologies in

the steel or brewing industries in the 1980's) but also in government organizations (e.g., the

change from one ruling party to another), and educational institutions (e.g., the downsizing of
English public schools in Quebec as a result of language legislation and emigration). It is the
application of this research process, a problem-seeking, organization-wide needs assessment,
that will expand the domain of educational technology. This study provides a first concrete
example of how to proceed.

The Research Context: A Predictable Organization Transition

The research context for this study was the IPO event in the organization life cycle.
This stuay rvides the first model of the IPO as a predictable organization transition in the life
cycle ot a company. The model itself represents a contribution to our understanding of the
IPO process. It also provides a useful empirical contribution to the life cycle literature, as well
as a method of identifying and characterizing other life cycle transitions.

The PIM was derived from the existing literature on the IPO event. The Interview
Questions List (shown in Appendix A), developed from the PIM, guided the interview process.
Data were collected that were found to support most of the transitions predicted by the PIM;
there was clear evidence to show that the five main changes of the PIM were taking place at
GTC. (These changes were in the areas of organization structure, decision making, strategic

thinking, growth potential, and management style.) This provides an impontant first empirical
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confirmation of the model. (The argument that this approach is self-fulfiliing is addressed in the
Conclusion section later in this chapter.)

The inductive nature of the research method also allowed for the emergence of
unforeseen elements, and the Culture codeword was uncovered as an important aspect of the
IPO transition that the PIM did not consider. The GTC transition to a public company brought
with it an accelerated growth rate that reinforced the IPO changes, particuiarly in the areas of
formalization, delegation, and organization structure. New people, new plants, new locations,
new functions, new systems and procedures all strained the organization's “personalty” - its
values and practices. The maintenance and propagation of this culture is important in guiding
the behaviour of organization members and keeping organization units (increasingly spread
over a wider geographic territory and a wider range of activities) together in a cohesive
corporate family. The pressures of the IPO transition, the accelerated growth rate, and the
sheer size of the GTC organization were making the management increasingly aware of this
cultural transition. It is an important transition issue that must be incorporated into an iPO
model. Situations that influence changes in management style, the growth potential of the
organization, its organization structure, and its decision making system can all, in turn,
influence changes in the organization's culture. The inclusion of these influences is shown In
Figure 20: The IPO Transitions Model (ITM).

This ITM provides a framework for future studies to further validate or modify its
structure and elements. An educational technoiogist working with organizations tacing a
similar IPO transition can use the method, the specific results of this study, and the ITM &t
proposes as rather detailed maps to guide data collection, analysis, and interpretation. The
next section of this chapter, A Design for Suitable Learning Interventions, also proposes the
elements of a learning system design to manage the transition process. Owner/managers of
firms considering the IPO process can use the ITM to both assess their decision more fuily

and to provide self-instructional guidance in their own management of tt eir irm's trarsition.
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IPO Transitions Model (ITM)
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The life cycle literature is extensive, but it severely lacks empirical support. The
Literature Review chapter noted that there are many different models and that *“many of these
differences [between life cycle models] arise because the models themselves are not explicitly
grcunded in empirical investigations®. Any systematic empirical investigation is, therefore,
welcome in this area ‘Glueck, 1874, p. 26, quoted 1n Vozikis, 1979) The IPO is a stage not
presently included in extant life cycle models; it's identification and characterization as
provided in this study represent a valuable addition to that literature.

The weak empirical base in suppor of the various hfe cycle models may be due, in
part, to a lack of available techniques to identify and characterize the various stages of these
models. The method of this study was built from the needs assessment Iiterature in the
educational technology domain. It's application in the life cycle area, traditionally a business
management domain, demonstrates one benefit of an interdisciphnary approach: A method
from one domain (Ed Tech) makes more research possible in ancther area (Iife cycles) where
it is clearly needed. Similar methods could be used to assess the transition i1ssues and
learning requirerments for other predictable organization transitions.

The IPO transition was selected for this study because 1t 1s easy to 1dentify companies
at this stage of their development. The possibiity of a large target population i1s greater for
this life cycle transitton than for other life cycle transitions This does not mean, however, that
other life cycle transitions cannot be studied in the same way as the IPO transition was
studied in this research, even if the populations of these companies are hard to «dentfy. This
study has demonstrated that a single case study can yield useful results, especially if it 1s
grounded in the existing literature about that transition.

Greiner (1972), for example, presents a crisis driven mode!l with five phases of
*revolution" and *evoiution*. Each revolutionary period is characterized by a critical
management problem that must be resolved before growth can continue. Thus, the creativity

stage when a new business is born fosters a leadership crisis when the organization grows
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beyond what the founders can do by themselves. A capable business manager i1s required to
lead the company in developing a functional organization structure, more formal accounting
and commurucations systems, and a managenal style based on delegation. This transition is
one that could be examined using the needs assessment method of this study. Similarly,
each of Greiner's other revolutionary periods could provide the focus for a needs assessment
that would deterrmm:ne in some detail the nature of these transitions, so that the management of
them can be improved with the design of suitabie learning interventions.

These times of organization transition are opportune and important moments for an
educational technologist to intervene in the design and implementation of new learning
systems. Any study that can help to identify and characterize such transitions makes a
contribution 1o practising educational technologists (by assisting in the analysis and
understanding of the organization transition process and by providing new areas of practice).
to the recipient organizations (by helping them identify and manage therr transition process),
and to the field of educational technology (by validating the use of an Ed Tech process in
other application domains). The increasing attention of educational technology to
performance improvement, including assessment and intervention in human performance
systems, supports both the process used by this study and the content domain examined.

A Design for Suitable Learning Interventions

The conceptual framework presented at the conclusion to the literature review chapter
identived the three dimenstons of this research The preceding sections addressed the first
two ol these dimensions The research process (a problem-seeking, organization-wide needs
assessment) and the research context (the IPO as a predictable transition in the organization
Ife vycle). The third dimenstion of this conceptual framework is the application of the results in
the completion of a fuil front end analysis This front end analysis uses the results of the
needs assessment to priontize the needs identified, to identify appropriate interventions to

address those needs, and to then test these interventions pnor to full scale implementation
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(Romiszowski, 1981). This section addresses the important task of identifying appropriate
interventions that can be used to address the needs uncovered in the needs assessment
The final selection, development, and implementation of learning activities would require
additional data beyond what was gathered in this needs assessment, but the design for
suitable learning interventions proposed herein provides the foundation for building this more
comprehensive front end analysis.
Suggested Interventions

This needs assessment identified six major areas of change in the IPO process.
Changes in organization structure; in decision making: in strategic thinking; in growth
potential, in management style; and in organization culture. Specific changes In each of these
areas for the company studied were detailled in the Results chapter While this identification of
learning needs is a critical task for an educational technologist ta perform, by itself it 1s
incomplete. It 1s also necessary to show how the focal organization can learn to adopt new
structures, methods, and procedures to successfully adapt to these changes, and to show
how the key individuals in the organization can learn the new skills, attitudes, and behaviours
r juired.

Consideration was given to the possible ways to manage each change identified in the
GTC situation. The Figure 21: IPO Transition Interventions presents these suggestions and
shows how they relate to the changes described by the ITM and those found n the GTC

situation.
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The various suggested interventions were identiied from the Iteratures of both
educational technology and organization development. The combination represents a
productive partnership between two fields that have some common concerns about changing
behaviours in order to improve organizational performance. The next sections will descrnibe
the organization development and Ed Tech approaches. and then the interventions suggested
for the GTC PO transition will be described.

The Organization Development Approach

Organization development (OD) s concerned with managing the process of
organizational change The perspective 1s system-wide and the focus 1s on planned change
*Organizational development s concarned with long term planned change in the cuiture,
technology, and management of a total arganization or at least a significant parn of a total
organization... {it] relies upon wwarning as a means to bring about the desired changes® (Gilley,
1989, p. 48). OD emerged as a field of study and practice in the 1960's as "a response to
change, a complex educational strategy [emphasis added) intended to change the beliefs,
attitudes, values and structure of organi’ations so that they can better adapt to new
technologies, markets, and challenges, and the dizzying rate of change itself* (Bennis, 1969, p
10). One of the principle objectives of UD programs is the ‘long range effort to improve an
organization's problem solving and renewal processes® (French and Bell, 1973, p. 15). Thus,
the impetus for the rapid growth of OD since the 1960's has been the increasing need for
organizations to adapt more quickly and effectively to an increasing rate of technologcal,
societal, and competitive market changes. Unsustained growth in organization size, complex
technology, and changes in the management of organizations have also spurred the growth of
OD (Bennis, 1969).

The roots of OD can be found in the laboratory approach to training and in the action
research model for solving organization problems. The laboratory approach to traiming was

first developed in the 1940’s by Kurt Lewin and others at the Research Center for group
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dynamics at M.LT This approach evolved to become Sensitivity Training (Training Groups)
and the National Training Labs (NTL) was founded to develop and promote this method of
learning about group dynamics and persorial behaviour through direct experience. Improved
understanding of individual behaviour and group processes was seen as the key to
maximizing the human resource potential of organizations.

The action research model, also strongly influenced by Kurt Lewin, *consists of
gathering data from a client group, organizing and forwarding the data back to the group, and
using the data to explore ways to improve® (D. Warrick, 1984, p. 8). Thus, OD methods were
based on the belief that improved personal insight and interpersonal functioning were the keys
to successful organization change.

Warren Bennis 1dentified seven characteristics of OD in 1969 that have stood the test
of time and remain important today:

1. *First of all, t1s an education strategy adopted to bring about a planned

organizational change" (p. 10).

2. The planned change is in response to a situation the organization is trying to
cope with.

3. The learning is based on direct experience.

4. OD programs generally rely on external change agents.

5. They are built on collaborating relationships.

6. Change agents share a social philosophy of humanistic values that will *shape

their strategies, determine their interventions, and largely govern their
responses to client systems" (p. 13).

7. Finally, change agents share normative goals about the desirability of organic
rather than mechanistic systems.

Thus, we find an external change agent collaborating with organization members to

help them develop more humanistic relationships and a more organic organization structure.
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This is intended to make the organization more effective.

OD projects have a strong reliance on an external change agent as a catalyst, leader,
and role model (Argyns, 1976; Beer, 1980, Bennis, 1966; Schein, 1976, Tichy and Ulnich,
1984). They must be adept at process consultation, as opposed to traditional consultation
(Schein, 1976). This requires different and more difticult skills (Argyns, 1976). They also need
other consuiting skills, as well as knowledge skills, conceptual skills, and human skills (Warnck
and Donovan, 1979). "When one considers the knowledge, expenence and expertise
necessary to be a skilled change agent. it 1s easy to understand why change agents often
have the image of warriors who slay dragons, fend off villains, and perform wondrous miracles
for organizations" (Warrick, 1984, p. 17).

OD is, in summary, a field of study and practice with considerable relevance for any
organizational change program. It Joes, however, have some hmitations when appled to
predictable organizational transitions, such as the iPO event of an organization life cycle.
Nonetheless, OD has developed a wide range of useful interventions to facilitate individual,
group and systems interventions.

The Educational Technology Approach

0D generally occurs in large orgarnizations that seek to become more organic and less
mechanistic. OD efforts rely heavily on a single individual - the OD consultant. Both these
aspects limit the effectiveness of OD in helping to manage an IPO transition. Educational
technology. on the other hand, can help to counteract these weaknesses. It also has other
important contributions to make to the IPO transition.

The appropriate use of educational technologies can reduce the rehiance on this
almost superhuman change agent. Designing learning systems and learning interventions
that can be used by many different people becomes increasingly possible when we deal with
predictable organization transitions, since development costs can be spread over several

implementation sites as different organizations face the same transition issues At the same
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time, educational technologists can become equipped to apply some of the OD techniques to
reduce the load of an OD person. This Is a cooperative problem solving approach that
marries management techniques with learning support technologies.

The OD focus on helping large organizations to become more organic I1s not always
appropriate in an PO or other life cycie transition. In GTC’s case, for example, the
organization was consciously seeking to become more structured and formalized in order to
consolidate ts increasing size; it was not seeking to become more organic. In fact, Kimberly
and Quinn (1984), both of whom are known for their work with organization life cycle models,
found the life cycle metaphor of predictable organization transitions to be inadequate when
appled to established firms where "crises of leadership and performance, changes In strategy,
and corporate reorganizations often occurred but In no particular sequence and at no
particular ime* (p vi) They became interested in the OD perspective for managing corporate
transitions as a result of these inadequacies. OD seems most applicable to mature
companies. Educational technology does not share OD's normative goal of developing more
organic organizations, but rather, it iooks to design effective learning systems wherever
performance improvement I1s desired. Educational technology is concerned with learning
problems The tools and techniques for managing behaviour change are the main domain of
educational technology, with one thrust in the area of performance improvement. Educational
technology’s main roots are in education, cybernetics and systems engineenng, and
psychology, although it has also been described as a *multi-disciplinary conglomerate*
(Mitchell, 1981) drawing from many other fields as well. It 1s, however, the systems approach
and the performance improvement perspective that provide the most useful guidelines for
managing the IPO transition.

The systems approach recognizes the organization as a dynamic whole, with all parts
interrelated. Interventions cannot, therefore, be carried out in isolation, but rather, must form

part of an integrated, ongoing program. Regular monitoring and adjustment is essential. The
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systems approach to performance improvement and instructional design begins with an
identification and analysis ot the problems, including the target audiences. This front-end
analysis helps to insure that solutions are designed to fit the problem at hand and that the
*Law of the Hammer" (Geis, 1986, p. 4) does not prevalil.

The needs assessment that was performed in this study 1dentfied areas of change in
GTC's IPO transition. ET and OD interventions were both reviewed and selected based on
whether or not they would address any of these transition issues. in fact, both OD and Ed
Tech use many of the same interventions (e g.. training, moditying consequences of
performance, and coaching and counselling) These two approaches are complementary,
bringing them together in this presentation enriches both and, more to the pont, provides a
more complete and effective set of interventions for the transitions observed at GTC
Proposed Interventions for the GTC Transition
The various interventions proposed for the GTC IPO transition are presented in the
order of their appearance in Figure, 21: IPO Transition Interventions.
Training
Training might be relevant in all areas of individual learning through the IPO transition,
but is most likely to be the best intervention when definite procedures are to be implemented
In these cases there could be a large number of people who will need additional knowledge in
order to perform their job tasks. Training would be most applicable, then, in the following
areas:
- Budgeting became more involved at GTC and training in the new systems and
methods would ease the change and reduce errors.
- The changes in decision making (more structured and formal; more deliberate,
cautious, and short term) involved managers at all levels across the
organization; training would help these people to understand and suppon

these changes.
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- Training would also help people throughout the company adjust to the
changes in the organization structure (it became more formalized and
bureaucratic at the same time that it was becoming more decentralized).

- The human resource requirements of the growing organization is another area
where there were changes involving many people. Training would therefore
be appropriate to teach recruiting and selection methods for bringing in new
employees and to explain to all employees the new HR policies that
accompanied the increasing structure and formalization in this function.

- Finally, training might prove useful in addressing any culture changes that the
feedback instruments (see the section on Feedback Systems, below) might
identify and that would be of concern to top management.

The educational technologist can make important and significant contributions in this
area. It is here that established instructional design (ID) models could be put to good use
(Briggs and Gagné, 1979; Davis et al, 1979; Dick and Carey, 1990, Mager and Beach, 1967;
Romiszowski, 1981). Training for each topic would have to be designed in light of its target
audience and the type of knowledge, skill, or attitude to be learned.

- Training for new budgeting procedures would involve all those involved in
budget preparation and use across all divisions and companies; the training
objectives would be mostly in acquiring knowledge of new processes, why
they are necessary, and how they work. Examples, practice exercises, and
job aids would likely form parnt of this training design.

- Changes in decision making styles and methods would be a more compiex
training problem, both because the behaviour patterns and decision making
styles of key executives are more entrenched and because the learning task
would be different for different levels of management. The owner/managers

who had previously made most decisions quickly and informally, without much
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consultation and discussion, would face one set of learning tasks: How to
involve and inform more people and how to delegate to them. The middle
managers would face a different task: How to take on responsibility for
making decisions that were previously made for them and, perhaps, how to
help to train their superiors in *letting go*.

The increased formalization and bureaucratization in an increasingly
decentralized GTC organization presents yet another training challenge. Here
again, subject, task, and target audience analysis would be required to
develop clear learning objectives, but it is likely that these changes would be
felt at ali levels of the organization. Training alone could not accomplish these
changes, which would of necessity take place over a period of time, and so
organization redesign activities, including modification of reward and feedback
systems, would be a concurrent activity. The actual training activity
might start with initial company-wide information sessions (1.e., knowledge
about organization structure/design and why/how it needs to change).
Outside experts could provide the background, while company executives
could provide information about planned company changes. A next step
might be for existing work groups to meet with trainers to examine the impact
of proposed changes in their own areas. This type of action could achieve
two important things: It would actively involve people in the change process,
reducing potential resistance to upcoming changes; and it would serve as a
needs assessment for work groups to develop, with assistance, their own
agendas for a change program. Overali coordination with division and
corporate management could lead to the development of additional training to
address knowledge requirements (e.g., how are new, more formal procedures

deveioped, adopted, and used), skill requirements (e.g., how to design
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efficient forms; meeting management; enforcing policies), or attitude
requirements (e.g, overcoming resistance to change). It is also likely that, at
least at the executive levels, training activities would be coordinated with
individual coaching and process consultation actities. Survey feedback
instrurnents would also be imporntaint to provide feedback on this important
change process so that it could be monitored and adjustments made.

Job Aids

Job aids provide "places to store information so that the need for recall 1s reduced"
(Harless, 1986, p. 108) They serve as reminders for what to do in completing certain tasks.
They can support training activities and in some cases they can even replace traning. In the
GTC IPO transimion they could support training in those areas where this needs assessment
identified that new procedures are to be foilowed For example, a job aid could be prepared
to show the steps and the timetable for the annual budgeting process; another could identify
decision areas and who has responsibility for each (R. Gagnoit prepared such an aid in the
HR area for making hiring decisions - see Figure 18° HRM Plan, 1988 in the Results chapter).
Job aids could also find a place in supporting performance in other procedural areas
uncovered in this needs assessment. such as the increased formalization and
bureaucratization,
Strategic Planmng Group/Open Systems Planming

The major focus of OD 1s on group processes. The normative goal of OD programs to
develop a more organic organization makes team building interventions central in most of
these programs. These group process meetings are used to improve communications, to
identify and prionitize problems, to set goals, and to learn how to solve problems
cooperatively.

The GTC IPO transition, like other life cycle transitions, is not necessarily a movement

from a highly bureaucratised or mechanistic organization to a more organic and fluia one.
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The reverse 1s often true. In GTC's case, a highly successful entrepreneunal organization was
facing the pressures of growth and size on what had been, in tact, a farly informal and
organic structure. It's need was to become more, not less, formalized and bureaucratic
Team building meetings In this case would be more likely to focus on developing @ common
view of where formalization was required and planning how to design and implement these
changes. Loosely structured team meetings woutd be appropriate for these tasks, which
would take place at the highest planning levels of the organization. In fact, with the rate of
change in the GTC organization. an ongoing top management team building process could
serve to keep top management unified and on top of therr situation It would serve, 1n eftect,
as a strategic planning group to maintain corporate direction This would be a key role in
managing the transition process

The main change i1ssues to he considered by this strategic planning group would be
the ncreased formalization and decentralization of the organization structure and the decision
making process, and monitoring and mantaining the orgamzation culture

The relationshup of the organization to its environment I1s fundamental to organization
success. In GTC's case, both the organization and its relevant environment changed with
growth and the IPO. Success and timely reaignment i1s crntical in this dynamic situation
Michael Beer (1980) presents "Open Systems Planning® as an intervention technique wherein
the organization-environment-strategy linkages are reviewed He provides a "Social Systems
Model of Organizations" to guide this review In fact, Beer recommends a strategy planning
exercise to assess changes In the relationships of the organmization 1o its environment
Specific techniques he suygests to assist in this assessment include sensing meetings
(unstructured interviews with storzkholders inside and outside the organization), confrontation
meetings (in which the entire management meets for a full day to take a reading of ther
organization’s heaith); diagnostic meetings of managers in the same or different areas to plan

and carry out diagnostic activities; or organization mirroring (using outsiders and their views in
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a fishbowl technique). These activities could be integrated into the reaiities of the GTC
transition through the top management strategic planning group This would be an ongoing
process to ensure both consisteiit perspectives and proactive leadership from GTC
management (GTC, as a highly successful company both before and after its IPO, might not
require this strategic planming group to the same extent as other, typically less successtul,
new public companies )
Orgarmgramme Rewvision/Organization Redesign

Systems interventions change the organization structure, the jobs in it, and the
relanonship of the organization to its environment. OD interventions which focus on
organization systems rather than individual behaviour 6r group processes are relatively new to
that field, but they cannot be overlooked since ther impact on performance i1s dramatic
(Warrick, 1984) The most visible structure change at GTC was represented by the creation of
a new organization chart {(organigramme). This indicated an important restructunng of people.
positions, and responsibiites It was undertaken in response to persistent problems with the
relationships prescribed in the previous organization chart A proactive, anticipatory response
would undoubtedly have saved both anguish and cost

Rummler (1986) has the perspective of an experienced educational technologist with a
focus on performance improvement He argues that changing the formal organization chart is
often insutficient sinc . it does not account for all the communication and work fiow
relationships that actually exist He therefore suggests the use of an organization map to
show system flows. This detailed analysis ot how the organization functions as an "adaptive
processing system® (p 219) leads to a more precise analysis of where problems occur and, in
turn, to more appropriate and successful redesigns. This approach would require an analysss
of GTC's activities that goes beyond what this study considered, but it would provide a more
satisfactory and long-lasting solution than the simple rearrangement of boxes on the

organization chart. The Montebello Retreat by GTC executives in 1986 that resulted in their
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new organization chart would have been both more effective and more long lasting i they had
incorporated Rummiler's approach.

Feedback Systems

Feedback systems provide ongoing information on system performance They must
go beyond accounting control and performance appraisal reports to include continuous
feedback to individuals on their job performance. The divisional and corporate executives at
GTC would also need feedback on the performance ot theit subsystems and work groups
Therr needs for feedback became more critical as changes became faster and more diticult to
learn. and as top executives were less and less able to stay in touch with operating details
(This was reported to be the case for both R Faucher and R Marcoux)

Survey feedback instruments are pant of the OD approach They are diagnoslic tools
used in selected areas. Their use, in the form of questionnaires on, for example, problem
solving styles, interpersonal skills, or decision making methods. could support the changes in
decision making that GTC was expenencing GTC managers couid use this feedback on their
own behaviour and attitudes to determine how to change therr behaviours in hght of the
company's increasingly formalized and structured decision making processes

Feedback instruments could be even more helpfu! in the task of maintaining the
organization culture, a dimension that was deemed important but somewhat elusive They
could be used effectively to measure key aspects of the corporate culture (e g . values
regarding hard work, pride, aggressiveness) and serve as a barometer of when and where
changes might be occurnng. Other interventions could be planned accordingly
Coaching and Counselling

Coaching and counselling provides one-on-one assistance to change attitudes,
actions, and habits. Outside consultants (educational technologists or others) typically
provide this assistance. It would be most useful in learning to delegate and in learning the

new roles of public relations and shareholder relations. The use of company executives to
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provide this same type of assistance to more jurior managers s described below under

Mentoring
Modify Consequences (rewards and reward systems)

An important contribution to the performance management perspective in educational
technology has been the recognition that dehicient job performance must be analyzed by
locking at the consequences of job performance. This takes place in the analysis of indwidual
jobs, a level of detail beyond what the needs assessment of this study examined.

Thus study did, however, uncover how shares became a new and important factor in
the performance reward equation At the corporate level. the use of shares for acquisitions
was, for GTC, an unanticipated incentive that spurred unprecedented acquisitions in the first
years after the IPO. Similarly, the impact of quarterly statements and shareholder evaluations
of the company and its stock price had an unanticipated (and sometimes unrecognized)
impact on decision making {it became more short term and acquisitions becarne more
appealing than the internal development of new ventures) GTC offered share purchase plans
to aill employees and stock option plans to managers. There was evidence that both of these
programs enhanced motivation and they were deemed successful. These changes in the
incentives that drove individual and company behaviour were a. unanticipated and not,
therefore, planned for. The top management strategic planning group described above would
have been an effective mechanism for anticipating these changes, especially if they had input
from outsiders more famihar with the IPO process and what to expect. They could then have
planned coordinated, proactive responses to both ease the transition and increase its
success They could, for example, have used these reward systems more successfully if
these rewards were also tied to some measures of behaviour and systems changes rather
than simply sales and profits. Examples of relevant behaviours worth rewarding could include:
Establishing new decision making procedures to support decentralization (e.g., a system of

reports, recommendations, and management reviews); demonstrations of the support and
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enhancement of corporate values (e.g.. recognition of entrepreneunial intiatives at any level);
the introduction of new programs in suppon of corporate development (e g., tor the induction
of new employees), or measured improvement n attitudes, knowledge or behaviours in cntical
corporate change areas (e.g.. results on meeting management or leadership style teedback
questionnarres that showed increasing abiinies in more participative group process and
decision making)

The positive results that GTC expernienced with the use of shares as a reward were not
guaranteed. Salomon (1977) found that this practice could backfire by increasing the
preoccupation with share value (rather than company performance) and by creating
dysfunctional competition among managers and executives GTC also was fortunate in having
experienced only one senous drop in its share price. (This was in 1987, about six months
before the 1988 interviews were conducted.) There was no evident negative reaction on the
part of the employee-shareholders, but a continuing drop in the price of the company's shares
might well have reversed the motivational consequences of using shares as a reward
Role Analysis

Certain roles changed as new functions were added (public relations, shareholder
relations, Board of Directors) and as management sStyles and decision making changed The
result was a change in behaviour through all management levels of the orgamzation (For
example, plant managers had to make decisions previously made at higher levels when these
higher levels were simply unavailable. This was described earlier as "delegation by default".)
Advance knowiedge of expected changes allows for effective planning to both mimmize
dysfunctiona