


Strategic Management and Organisational Dynamics

A01_STAC8748_07_SE_FM.indd   1 8/25/15   4:26 PM



At Pearson, we have a simple mission: to help people make more of 

their lives through learning.

We combine innovative learning technology with trusted content 

and educational expertise to provide engaging and effective learn-

ing experiences that serve people wherever and whenever they are 

learning. 

From classroom to boardroom, our curriculum materials, digital 

learning tools and testing programmes help to educate millions of 

people worldwide more than any other private enterprise. 

Every day our work helps learning flourish, and wherever learning 

flourishes, so do people.

To learn more please visit us at www.pearson.com/uk

A01_STAC8748_07_SE_FM.indd   2 8/25/15   4:26 PM

www.pearson.com/uk


Strategic Management 
and Organisational 
Dynamics

The Challenge of Complexity 
to Ways of Thinking about 
Organisations

Seventh edition

Ralph D. Stacey and Chris Mowles

A01_STAC8748_07_SE_FM.indd   3 8/25/15   4:26 PM



Pearson Education Limited
Edinburgh Gate
Harlow CM20 2JE
United Kingdom
Tel: +44 (0)1279 623623
Web: www.pearson.com/uk

First published under the Pitman Publishing imprint 1993 (print)
Second edition published 1996 (print)
Third edition published 2000 (print)
Fourth edition published 2003 (print)
Fifth edition published 2007 (print)
Sixth edition published 2011 (print and electronic)
Seventh edition published 2016 (print and electronic)

© Ralph D. Stacey 1993, 1996, 2000, 2003, 2007 (print)
© Ralph D. Stacey 2011, 2016 (print and electronic) 

The rights of Professor Ralph D. Stacey and Professor Chris Mowles to be identifed as au-
thors of this work have been asserted by them in accordance with the Copyright, Designs and 
Patents Act 1988. 

The print publication is protected by copyright. Prior to any prohibited reproduction, storage in a 
retrieval system, distribution or transmission in any form or by any means, electronic, mechanical, 
recording or otherwise, permission should be obtained from the publisher or, where applicable, 
a licence permitting restricted copying in the United Kingdom should be obtained from the 
Copyright Licensing Agency Ltd, Safron House, 6–10 Kirby Street, London EC1N 8TS.

The ePublication is protected by copyright and must not be copied, reproduced, transferred, 
distributed, leased, licensed or publicly performed or used in any way except as specifcally 
permitted in writing by the publishers, as allowed under the terms and conditions under 
which it was purchased, or as strictly permitted by applicable copyright law. Any unauthorised 
distribution or use of this text may be a direct infringement of the author’s and the publishers’ 
rights and those responsible may be liable in law accordingly.

All trademarks used herein are the property of their respective owners. The use of any 
trademark in this text does not vest in the author or publisher any trademark ownership 
rights in such trademarks, nor does the use of such trademarks imply any afliation with or 
endorsement of this book by such owners. 

Pearson Education is not responsible for the content of third-party internet sites.

ISBN: 	 978-1-292-07874-8 (print)
	 978-1-292-07877-9 (PDF)
	 978-1-292-07875-5 (eText)

British Library Cataloguing-in-Publication Data
A catalogue record for the print edition is available from the British Library

Library of Congress Cataloging-in-Publication Data 
Stacey, Ralph D., author.
  Strategic management and organisational dynamics : the challenge of complexity to ways of 
thinking about organisations / Ralph D. Stacey and Chris Mowles. — Seventh edition.
       pages  cm
  ISBN 978-1-292-07874-8
  1. Strategic planning.  2. Organizational behavior.  I. Mowles, Chris, author.  II. Title.
  HD30.28.S663 2016
  658.4’012—dc23

2015026419

10    9    8    7    6    5    4    3    2    1
20    19    18    17    16

Print edition typeset in 10/12.5 Sabon LT Pro by 76
Printed in Slovakia by Neografa

NOTE THAT ANY PAGE CROSS REFERENCES REFER TO THE PRINT EDITION

A01_STAC8748_07_SE_FM.indd   4 8/25/15   4:26 PM

www.pearson.com/uk


Brief contents

List of boxes� xiii
List of tables� xiv
Preface� xv

  	 1	 Strategic management in perspective: a step in the professionalisation  
of management	 2

	 2	 Thinking about strategy and organisational change: the implicit  
assumptions distinguishing one theory from another	 28

Part 1	 Systemic ways of thinking about strategy and organisational  
dynamics	

	 3	 The origins of systems thinking in the Age of Reason� 48

	 4	 Thinking in terms of strategic choice: cybernetic systems, cognitivist  
and humanistic psychology� 66

	 5	 Thinking in terms of organisational learning and knowledge creation:  
systems dynamics, cognitivist, humanistic and constructivist psychology� 100

	 6	 Thinking in terms of organisational psychodynamics: open systems  
and psychoanalytic perspectives� 128

	 7	 Thinking about strategy process from a systemic perspective: using a  
process to control a process� 150

	 8	 A review of systemic ways of thinking about strategy and organisational  
dynamics: key challenges for alternative ways of thinking� 176

	 9	 Extending and challenging the dominant discourse on organisations:  
thinking about participation and practice� 202

A01_STAC8748_07_SE_FM.indd   5 8/25/15   4:26 PM



vi    Brief contents

Part 2	 The challenge of complexity to ways of thinking�

	 10	 The complexity sciences: the sciences of uncertainty� 238

	 11	 Systemic applications of complexity sciences to organisations: restating  
the dominant discourse� 266

Part 3	 Complex responsive processes as a way of thinking about  
strategy and organisational dynamics�

	 12	 Responsive processes thinking: the interplay of intentions� 302

	 13	 The emergence of organisational strategy in local communicative  
interaction: complex responsive processes of conversation� 338

	 14	 The link between the local communicative interaction of strategising  
and the population-wide patterns of strategy� 362

	 15	 The emergence of organisational strategy in local communicative  
interaction: complex responsive processes of ideology and power relating� 388

	 16	 Different modes of articulating patterns of interaction emerging across  
organisations: strategy narratives and strategy models� 416

	 17	 Complex responsive processes of strategising: acting locally on the  
basis of global goals, visions, expectations and intentions for the  
‘whole’ organisation over the ‘long-term future’� 456

	 18	 Complex responsive processes: implications for thinking about  
organisational dynamics and strategy� 486

References	 519

Index� 545

A01_STAC8748_07_SE_FM.indd   6 8/25/15   4:26 PM



Contents

List of boxes� xiii
List of tables� xiv
Preface� xv

	 1	 Strategic management in perspective: a step in the professionalisation  
of management	 2

1.1  �  Introduction	 2
1.2  �  The origins of modern concepts of strategic management:  

the new role of leader� 6
1.3  �  Ways of thinking: stable global structures and fluid local interactions	 15
1.4  �  Outline of the book	 21

Further reading	 26
Questions to aid further reflection	 26

	 2	 Thinking about strategy and organisational change: the implicit  
assumptions distinguishing one theory from another	 28

2.1  �  Introduction	 28
2.2  �  The phenomena of interest: dynamic human organisations	 29
2.3  �  Making sense of the phenomena: realism, relativism and idealism	 33
2.4  �  Four questions to ask in comparing theories of organisational strategy  

and change� 39
Further reading	 41
Questions to aid further reflection	 41

Part 1	 Systemic ways of thinking about strategy and  
organisational dynamics	

	 3	 The origins of systems thinking in the Age of Reason	 48

3.1  �  Introduction	 49
3.2  �  The Scientific Revolution and rational objectivity	 51
3.3  �  The eighteenth-century German philosopher Immanuel Kant:  

natural systems and autonomous individuals� 52
3.4  �  Systems thinking in the twentieth century: the notion of human systems	 57

A01_STAC8748_07_SE_FM.indd   7 8/25/15   4:26 PM



viii    Contents

3.5  �  Thinking about organisations and their management: science  
and systems thinking� 59

3.6  �  How systems thinking deals with the four questions	 63
3.7    Summary	 64

Further reading	 64
Questions to aid further reflection	 64

	 4	 Thinking in terms of strategic choice: cybernetic systems,  
cognitivist and humanistic psychology	 66

4.1  �  Introduction	 67
4.2  �  Cybernetic systems: importing the engineer’s idea of self- 

regulation and control into understanding human activity� 68
4.3  �  Formulating and implementing long-term strategic plans	 74
4.4  �  Cognitivist and humanistic psychology: the rational and the  

emotional individual� 82
4.5  �  Leadership and the role of groups	 86
4.6  �  Key debates	 87
4.7  �  How strategic choice theory deals with the four key questions� 91
4.8  �  Summary� 96

Further reading	 98
Questions to aid further reflection	 98

	 5	 Thinking in terms of organisational learning and knowledge creation:  
systems dynamics, cognitivist, humanistic and constructivist psychology	 100

5.1  �  Introduction	 101
5.2  �  Systems dynamics: nonlinearity and positive feedback	 102
5.3  �  Personal mastery and mental models: cognitivist psychology	 105
5.4  �  Building a shared vision and team learning: humanistic psychology	 111
5.5  �  The impact of vested interests on organisational learning	 116
5.6  �  Knowledge management: cognitivist and constructivist psychology	 117
5.7  �  Key debates	 120
5.8  �  How learning organisation theory deals with the four key questions	 122
5.9  �  Summary	 125

Further reading	 126
Questions to aid further reflection	 126

	 6	 Thinking in terms of organisational psychodynamics: open systems and  
psychoanalytic perspectives	 128

6.1  �  Introduction	 129
6.2  �  Open systems theory	 129
6.3  �  Psychoanalysis and unconscious processes	 132
6.4  �  Open systems and unconscious processes	 137
6.5  �  Leaders and groups	 140
6.6  �  How open systems/psychoanalytic perspectives deal with the  

four key questions� 143
6.7  �  Summary� 147

Further reading	 148
Questions to aid further reflection	 148

A01_STAC8748_07_SE_FM.indd   8 8/25/15   4:26 PM



	 Contents    ix

	 7	 Thinking about strategy process from a systemic perspective:  
using a process to control a process� 150

  7.1  �  Introduction	 151
  7.2  �  Rational process and its critics: bounded rationality	 151
  7.3  �  Rational process and its critics: trial-and-error action	 154
  7.4  �  A contingency view of process	 158
  7.5  �  Institutions, routines and cognitive frames	 159
  7.6  �  Process and time	 161
  7.7  �  Strategy process: a review	 163
  7.8  �  The activity-based view	 165
  7.9  �  The systemic way of thinking about process and practice	 170
7.10  �  Summary	 174

Further reading	 174
Questions to aid further reflection	 175

	 8	 A review of systemic ways of thinking about strategy and  
organisational dynamics: key challenges for alternative ways of thinking� 176

8.1  �  Introduction	 177
8.2  �  The claim that there is a science of organisation and management	 178
8.3  �  The polarisation of intention and emergence	 188
8.4  �  The belief that organisations are systems in the world or in the mind	 191
8.5  �  Conflict and diversity	 195
8.6  �  Summary and key questions to be dealt with in Parts 2 and 3 of this book� 199

Further reading	 200
Questions to aid further reflection	 200

	 9	 Extending and challenging the dominant discourse on organisations:  
thinking about participation and practice� 202

9.1  �  Introduction	 203
9.2  �  Second-order systems thinking	 205
9.3  �  Social constructionist approaches	 216
9.4  �  Communities of practice	 220
9.5  �  Practice and process schools	 223
9.6  �  Critical management studies	 226
9.7  �  Summary	 228

Further reading	 228
Questions to aid further reflection	 229

Part 2	 The challenge of complexity to ways  
of thinking	

	 10	 The complexity sciences: the sciences of uncertainty	 238

10.1  �  Introduction	 239
10.2  �  Mathematical chaos theory	 241
10.3  �  The theory of dissipative structures	 244

A01_STAC8748_07_SE_FM.indd   9 8/25/15   4:26 PM



x    Contents

10.4  �  Complex adaptive systems	 247
10.5  �  Different interpretations of complexity	 257
10.6  �  Summary	 263

Further reading� 264
Questions to aid further reflection	 265

	 11	 Systemic applications of complexity sciences to organisations:  
restating the dominant discourse	 266

11.1  �  Introduction	 266
11.2  �  Modelling industries as complex systems	 267
11.3  �  Understanding organisations as complex systems� 276
11.4  �  How systemic applications of complexity sciences deal with the four  

key questions� 289
11.5  �  Summary	 291

Further reading	 292
Questions to aid further reflection	 292

Part 3	 Complex responsive processes as a way of thinking  
about strategy and organisational dynamics	

	 12	 Responsive processes thinking: the interplay of intentions	 302

12.1  �  Introduction	 303
12.2  �  Responsive processes thinking	 305
12.3  �  Chaos, complexity and analogy	 317
12.4  �  Time and responsive processes	 326
12.5  �  The differences between systemic process, strong or endogenous  

process and responsive processes thinking� 327
12.6  �  Summary� 335

Further reading	 336
Questions to aid further reflection	 336

	 13	 The emergence of organisational strategy in local communicative  
interaction: complex responsive processes of conversation� 338

13.1  �  Introduction	 340
13.2  �  Human communication and the conversation of gestures:  

the social act� 341
13.3  �  Ordinary conversation in organisations� 348
13.4  �  The dynamics of conversation� 355
13.5  �  Leaders and the activities of strategising� 358
13.6  �  Summary� 359

Further reading� 359
Questions to aid further reflection� 360

A01_STAC8748_07_SE_FM.indd   10 8/25/15   4:26 PM



	 Contents    xi

	 14	 The link between the local communicative interaction of strategising  
and the population-wide patterns of strategy� 362

14.1  �  Introduction� 363
14.2  �  Human communication and the conversation of gestures: processes of  

generalising and particularising� 366
14.3  �  The relationship between local interaction and population-wide patterns� 376
14.4  �  The roles of the most powerful� 384
14.5  �  Summary� 386

Further reading� 387
Questions to aid further reflection� 387

	 15	 The emergence of organisational strategy in local communicative  
interaction: complex responsive processes of ideology and power relating� 388

15.1  �  Introduction� 389
15.2  �  Cult values� 390
15.3  �  Desires, values and norms� 393
15.4  �  Ethics and leadership� 399
15.5  �  Power, ideology and the dynamics of inclusion–exclusion� 402
15.6  �  Complex responsive processes perspectives on decision making� 411
15.7  �  Summary� 413

Further reading� 413
Questions to aid further reflection� 414

	 16	 Different modes of articulating patterns of interaction emerging  
across organisations: strategy narratives and strategy models� 416

16.1  �  Introduction� 417
16.2  �  The emergence of themes in the narrative patterning of ordinary,  

everyday conversation� 421
16.3  �  Narrative patterning of experience and preoccupation in the game� 430
16.4  �  Reflecting on experience: the role of narrative and storytelling� 434
16.5  �  Reflecting on experience: the role of second-order abstracting� 436
16.6  �  Reasoning, measuring, forecasting and modelling in  

strategic management� 442
16.7  �  Summary� 453

Further reading� 453
Questions to aid further reflection� 454

	 17	 Complex responsive processes of strategising: acting locally on the  
basis of global goals, visions, expectations and intentions for the  
‘whole’ organisation over the ‘long-term future’� 456

17.1  �  Introduction� 457
17.2  �  Strategic choice theory as second-order abstraction� 459
17.3  �  The learning organisation as second-order abstraction� 476
17.4  �  Institutions and legitimate structures of authority� 479
17.5  �  Strategy as identity narrative� 483
17.6  �  Summary� 484

Further reading� 485
Questions to aid further reflection� 485

A01_STAC8748_07_SE_FM.indd   11 8/25/15   4:26 PM



xii    Contents

	 18	 Complex responsive processes: implications for thinking about  
organisational dynamics and strategy� 486

18.1  �  Introduction� 486
18.2  �  Key features of the complex responsive processes perspective� 487
18.3  �  Refocusing attention on strategy and change 	 497
18.4  �  Refocusing attention on control and performance improvement� 505
18.5  �  Implications for thinking about research� 507
18.6  �  Rethinking the roles of leaders and managers� 513
18.7  �  Summary� 516

Further reading� 517
Questions to aid further reflection� 518

References�   519

Index�   545

A01_STAC8748_07_SE_FM.indd   12 26/08/15   9:33 AM



List of boxes

Box 3.1  Key concepts in Kantian thinking	 57

Box 4.1  Cybernetics: main points on organisational dynamics	 73

Box 4.2  Cognitivism: main points on human knowing and communicating	 84

Box 4.3 � Humanistic psychology: main points on human knowing and  
communicating� 86

Box 5.1  Systems dynamics: main points on organisational dynamics	 106

Box 5.2  Constructivist psychology: main points on human knowing	 109

Box 6.1  General systems theory: main points on organisational dynamics	 132

Box 6.2 � Unconscious group processes: main points on organisational  
dynamics� 137

Box 11.1  Complexity and evaluation	 288

Box 14.1  Key points about social objects	 374

Box 16.1  Facilitation as the exercise of disciplinary power	 450

Box 18.1 � A brief summary of complex responsive processes as the  
basis for our understanding strategy� 491

A01_STAC8748_07_SE_FM.indd   13 8/25/15   4:26 PM



List of tables

Tables A.1    Classification of schools of strategy thinking	 46

Tables 12.1  Comparison of different ways of thinking about causality	 307

Tables 12.2 � Human analogues of simulations of heterogeneous  
complex systems� 325

Tables 12.3 � The differences between systemic process and  
responsive processes� 333

Tables 14.1  Some of the key differences between Mead, Elias and Bourdieu	 375

A01_STAC8748_07_SE_FM.indd   14 8/25/15   4:26 PM



Preface

The preface to the last edition of this book was written by Ralph two years after the 
recession took place, and he pointed to the credit crunch as an example of one of the 
central messages of this book – that there are severe limits for even the most senior 
and the most powerful players in organisations, or even in societies, to choose the 
future as they would like it to be. The financial recession was both unforeseen and 
unwanted. Since that time the financial sector has come under severe scrutiny as one 
scandal after another has been uncovered, and different banks have been variously 
accused of manipulating the inter-bank lending rate (LIBOR), misselling insurance 
policies to their customers, turning a blind eye to the laundering of money by crim-
inal gangs, and setting up offshore banking facilities to allow very wealthy people 
to avoid paying tax. From these scandals we might infer that not only are senior 
executives unable to predict the future, they are also unaware of what is going on 
day to day in the institutions for which they are responsible. And to a degree, how 
could they be, both because they are often responsible for huge institutions, and 
also because from an orthodox understanding of leadership and management, the 
abstract and ‘big picture’ view of the organisation is the most important.

 The public backlash against the banks, a substantial number of which are at 
least partly publicly owned in the UK, has led senior executives to declare ‘culture 
change’ programmes. In many ways this demonstrates exactly the same kind of 
thinking as before where the abstract and the whole are privileged, and it is assumed 
that senior executives can now put right what their predecessors were not aware of 
in the first place. What culture change programmes amount to is that senior execu-
tives choose a handful of highly idealised values or virtues, and then train all their 
staff in the kinds of behaviour that they think will fulfil them. This is accompanied 
by an apparatus for monitoring and evaluation to see that everyone is conforming, 
at least as far as is detectable. A similar phenomenon is unfolding in the public 
sector in the UK, particularly in the NHS after a series of scandals where hospitals 
seemed to be hitting their targets, and yet missing the point. The current coalition 
government has now changed the law to punish NHS employees for failing to be 
‘transparent’ about lapses in care. This has led to each hospital in the UK develop-
ing weighty policy documents, developing training programmes for staff to instruct 
them on the values they should have, and then designing monitoring and evaluation 
schemes to police the changes. If nothing else, the culture change programmes in 
banks and the public sector have generated an enormous amount of paperwork, a 
heavy apparatus of scrutiny and control and a good degree of anxiety and fear of 
blame amongst staff and managers. 
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xvi    Preface

Of course, managers in the financial and public sectors should be doing some-
thing to ensure that standards are high, but exactly what they spend their time 
doing, and how much of it is directed at paying attention to what is going on around 
them is something we call into question in this book. To what extent is the huge 
expansion of procedures helpful to what they are trying to achieve? Is a nurse more 
or less likely to be caring because she is frightened of being prosecuted?

This is a textbook of ways of thinking about organisations and their manage-
ment, particularly strategic management. It calls into question what leaders and 
managers spend their time doing, often following the prescriptions to be found in 
what we term the ‘dominant discourse’ on management. We claim in this book that 
the orthodox discourse takes for granted the assumption that change to the ‘whole’ 
organisation is possible, in the way we have highlighted in the paragraphs above 
on culture change. These prescriptions trade mostly in abstractions and perpetuate 
the idea that senior executives can control at a distance, increasingly, it seems, in 
highly authoritarian ways. As an alternative, this textbook questions some of these 
taken-for-granted assumptions as a prompt to think differently about what we are 
doing when we try to co-operate with others to get things done. The intention is 
not to offer new prescriptions for managing but to provoke deeper insight into the 
traditions of Western thought which are reflected in dominant ways of understand-
ing leadership and management. What view of human psychology is implicit in 
prescribing measures that managers should take to select the direction of an organ-
isation’s movement into the future? In a world in which the dominant prescriptions 
for strategic management are quite clearly not delivering what they are supposed 
to, we believe it is far more useful to reflect on how we are thinking, so that we 
may understand more about what we are doing rather than simply continuing to 
mindlessly apply the conventional wisdom.

This book, then, seeks to challenge thinking rather than simply to describe the 
current state of thinking about strategy and organisational dynamics. The challenge 
to current ways of thinking is presented in the contrasts that this book draws between 
systemic and responsive processes ways of thinking about strategy and organisational 
dynamics. While the systemic perspective is concerned with improvement and move-
ment to a future destination, responsive process thinking is concerned with complex 
responsive processes of human-relating in which strategies emerge in the living pres-
ent. From this perspective, strategy is defined as the emergence of organisational and 
individual identities, so that the concern is with how organisations come to be what 
they are and how those identities will continue to evolve. From a responsive processes 
perspective, the questions of performance and improvement have to do with partici-
pation in processes of communicative interaction, power relating and the creation of 
knowledge and meaning. The challenge to ways of thinking presented in this book 
also comes in the form of insights from the complexity sciences. The book will explore 
the differences for organisational thinking between a way of interpreting these insights 
in systemic terms and a way of interpreting them in responsive process terms. The 
purpose of this book is to assist people to make sense of their own experience of life 
in organisations, to explore their own thinking, because how they think powerfully 
affects what they pay attention to, and so what they do. If we never challenge dom-
inant modes of thinking, we end up trapped in modes of acting that may no longer 
be serving us all that well. We accept that it may well be that readers turning to this 
book in the expectation of finding prescriptions for management will be disappointed.
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	 Preface    xvii

This central emphasis on ways of thinking has consequences for how this book 
is structured and presented. The book questions the assumptions of the accepted 
discipline of strategic management and does so by drawing on a variety of different 
disciplines in social science, including sociology, psychology and philosophy. The 
assumption is that the complexity of what staff in organisations are doing together 
requires a variety of resources to understand it, and that subtly shaped case stud-
ies which demonstrate particularly effective ways of managing may be of limited 
value. Those examples which we do bring into the book are taken from our own 
experience of teaching or consultancy, or have struck us as pertinent to the broader 
themes we set out: that there are general similarities in human experience, but that it 
never repeats itself exactly the same. The invitation to the reader, then, is to enquire 
into their own experience of leading and managing and to seek the similarities and 
differences that we hope to provoke in writing this book.

The general structure of this seventh edition is the same as the sixth and we have 
attempted to update our references, find new examples and bring in more recent 
traditions of management scholarship which have become prominent since the 
last edition. There has also been an attempt to locate the discourse on leadership 
and management within broader political and economic changes during the last 
30 years or so. Part 1 deals with the dominant discourse on strategic management 
as in the sixth edition, and updates the chapter which attempts to review where 
the dominant discourse has got to and what evidence there is for its prescriptions. 
Part 1 concludes with new material on process and practice schools which share 
in common some of the critiques that a responsive process perspective also has on 
the dominant discourse. The final chapter of Part 1 is thus a recognition that the 
dominant discourse is being challenged in a number of ways which this book seeks 
to continue. Part 2 is once again concerned with the complexity sciences and how 
writers on organisations use them. We have incorporated some more recent work 
on organisational complexity but reach the same conclusion: namely, that most of 
these writers simply re-present the dominant discourse. Part 3 continues to review 
the theory of complex responsive processes as a way of thinking about strategising. 
The further reading at the end of the chapters refers to work that could have been 
used as reflective narratives, but as with the last edition, we have not included the 
reflective narratives found in the fifth edition.

This edition is a collaboration between Ralph and Chris which has served as a fur-
ther induction for the latter in the breadth and depth of complex responsive processes 
of relating. The core of the book remains Ralph’s work, which is an elaboration 
over 20 years of his long and fruitful discussions with colleagues, in particular Doug 
Griffin and Patricia Shaw. Chris hopes to have added some insights, to have clarified 
in places and to have brought in other examples as a way of expanding and updat-
ing the ideas. Users of previous editions have made helpful comments and we are 
grateful to our colleagues and other participants in the MA/Doctor of Management 
programme on organisational change at the University of Hertfordshire for the con-
tribution they continue to make to how we find ourselves thinking.

Ralph Stacey
Chris Mowles

University of Hertfordshire  
March 2015
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Chapter 1

Strategic management 
in perspective
A step in the professionalisation 
of management

This chapter invites you to draw on your own experience to reflect on and consider the 
implications of:

•	 The history of the concepts and practices 
of strategic management.

•	 The relatively recent concern with strate-
gic management which arose only some 
three decades ago.

•	 The enormous emphasis that managers 
place on tools and techniques and their 
insistent demand they be provided by 
academics and consultants.

•	 The role that business schools and con-
sultants have played in the development 
of notions of strategic management.

•	 The persistence of a particular way of 
understanding strategic management 
despite the absence of evidence that 
strategy makes any difference.

This chapter is important because it presents the overall attitude taken towards the 
discipline of strategic management in this book. It explains why the book does not 
set out to provide prescriptions for strategic management. Instead it explains that 
this is a textbook of ways of thinking about strategic management, where the pre-
scription is to take a refective, refexive approach. The injunction is that managers 
should think about what they are doing and why they are doing it as an antidote to 
mindlessly repeating outmoded theories.

1.1  Introduction

Over many years we have received many comments from readers of the first six edi-
tions of Strategic Management and Organisational Dynamics, and from managers 
whenever we present the ideas in seminars or work with them, which have given 
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	 Chapter 1  Strategic management in perspective    3

us some sense of what many expect to find in a textbook on strategic management. 
There seems to be a general expectation of a summary of the received body of 
accepted knowledge on strategic management which is already understood as that 
kind of management that is concerned with the ‘big picture’ over the ‘long term’ for 
the ‘whole organisation’. Most seem to distinguish strategic management from other 
management activities which are concerned with the ‘day-to-day’, ‘short term’, ‘tac-
tical’ conduct of specific organisational ‘functions’ and activities. What people usu-
ally mean when they talk about the long-term, big picture for a whole organisation 
is a clear view of the purpose of that organisation and the direction in which ‘it’ is 
intended to ‘move’, ‘going forward into the future’, so that its ‘resources’, ‘capa-
bilities’ and ‘competences’ are ‘optimally’ ‘aligned’ to the sources of competitive 
advantage in its environment as ‘the way’ to achieve ‘successful’ performance. These 
activities of strategic management are normally taken to be the primary function 
of an organisation’s ‘leader’, supported by his or her ‘top leadership team’ and it is 
widely thought that strategic purpose, direction and alignment should be expressed 
by the leader in an inspiring, easily understood statement of ‘vision and mission’. 
When those lower down in an organisational hierarchy experience confusion and 
uncertainty they frequently blame this on a failure of leadership, a lack of strategic 
direction on the part of the top management team, or at the very least a failure of 
communication down the hierarchy. What readers expect from a textbook on stra-
tegic management, therefore, is a set of ‘tools and techniques’ which can be ‘applied’ 
to an organisation to yield strategic ‘successes’ and avoid failures of leadership and 
communication. These tools and techniques should be backed by ‘evidence’ and 
illustrated by ‘case studies’ of major organisations which have achieved success 
through applying them – only then can they be accepted as persuasive.

If, however, instead of simply representing the predominantly accepted tools and 
techniques of strategic management, a textbook critiques or dismisses them, then 
there is a powerful expectation on the part of many readers that a useful textbook 
will propose new tools and techniques to replace them in the belief that, if managers 
do not have tools and techniques, they will simply have to muddle through in ways 
that are completely unacceptable in a modern world. The expectation is that a useful 
textbook will focus on what decision makers ‘should’ be doing to make decisions in 
certain kinds of problem situations in order to ‘improve’ their organisation’s perfor-
mance. Readers want to know what action they should take in order to successfully 
achieve the objectives they have selected or which have been set for them. They are 
looking for how to ‘design’ the management ‘systems’ which will deliver a more or 
less self-regulating form of ‘control’. In short, as in other management development 
activities, readers of a textbook are looking for easily understandable ‘takeaways’ 
and ‘deliverables’.

We have a strong sense, then, of a powerful, coherent set of expectations on the 
part of many readers, expectations which are co-created with publishers of manage-
ment books and business schools, completely taken for granted as obvious common 
sense, concerning what they expect from a textbook on strategic management. In 
the previous paragraphs we have placed in inverted commas those notions that most 
people talking about strategic management simply take for granted as if their mean-
ings were all perfectly obvious, needing little further explanation. However, we fnd 
it difcult to see the use of trying to present new prescriptions without exploring just 
what we mean when we make such taken-for-granted assumptions. Furthermore, 
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we fnd it difcult to match the continuing demand for simple tools with the major 
economic and political events of the past few years. It is hard to understand how 
anyone who has paid any attention to the continuing fnancial crises since 2008 
can continue to believe that there is a clear, reliable body of knowledge on strategic 
management containing prescriptive tools and techniques for its successful applica-
tion. Surely the great majority of major international banks and other commercial 
organisations have not been successfully conducting strategic management over the 
past few years. If there really was such a body of knowledge, then top executives in 
major corporations should have known how to practise strategic management to 
achieve success for each of their organisations. Since the collapse of many fnancial 
organisations means that they clearly did not succeed, either there is no reliable 
body of strategic management knowledge or most leaders and top management 
teams must have been guilty of criminal neglect because they obviously did not use 
the prescriptions over the past few years in a way that produces success. Further-
more, we must surely question why massive investments by governments in Western 
Europe and North America in public-sector services, now governed on the basis of 
private-sector management tools and techniques, have yielded such disappointing 
improvements, if indeed they have yielded any signifcant improvement at all. If 
tools and techniques for successful strategic management were actually available, 
governments must have been incredibly ignorant in not applying them so as to pro-
duce more acceptable levels of improvement.

It does not seem very rational to us to simply gloss over the major problem-
atic events of the past few years and continue to take it for granted that there is a 
reputable body of knowledge on strategic management which provides prescriptive 
tools and techniques that do lead to success. The disquiet with received management 
wisdom in the light of recent history is compounded when we realise that, despite 
the claims that there is a science of organisation and management, there is no body 
of scientifcally respectable evidence that the approaches, tools and techniques put 
forward in most textbooks do actually produce success (see Chapter 8). As soon as 
one accepts that the events of the past few years and the lack of scientifc evidence 
cast doubt on the received wisdom on strategic management, the door opens to real-
ising that ‘change’ and ‘innovation’ which most of us regard as positive, such as the 
development of the Internet and the many uses to which it is being put, also cannot 
be explained by the taken-for-granted view of strategic management, because most 
of these ‘creative’ ‘innovations’ seem to have emerged without any global strategic 
intention or any organisation-wide learning process.

In view of such global experience and the lack of evidence, this book sets out quite 
explicitly and quite intentionally to contest the expectations which many readers 
bring to it. Starting with the frst edition of this book, published in 1993, Ralph 
began questioning and countering the set of expectations we have described above 
for reasons similar to those presented above, but still there are those who criticise 
the book because it does not produce the expected tools and techniques. So, we 
feel the need to state very clearly right at the beginning that this is not a textbook 
which simply summarises an accepted body of knowledge on strategic management 
but, instead, seeks to critique it; it is not a book which simply sets out alternative 
schools of strategic management for readers to choose between, but rather seeks 
to identify the taken-for-granted assumptions underlying each school; and it is cer-
tainly not a book which provides or supports tools and techniques for successful 
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strategic management, but instead invites refection on what the insistence on tools 
and techniques is all about. This is, therefore, a textbook of the ways of think-
ing that underlie the summaries of strategic management, the alternative schools of 
strategic management and the tools and techniques of strategic management. Our 
primary concern is not simply with what strategic management is according to dif-
ferent schools and perspectives or with what they prescribe for success, but, much 
more important, it is with how we are thinking when we subscribe to particular 
defnitions, schools and perspectives and accept particular tools and techniques. The 
key interest in this book is the taken-for-granted assumptions we make when we 
suggest a particular view on strategic management or recommend particular tools 
and techniques. The concern is not with the supposed tools and techniques of stra-
tegic management but with how we are thinking when we suggest such tools and 
techniques. Indeed, the concern is with what kinds of taken-for-granted assumptions 
we are making when we think that management in any form is about tools and 
techniques at all.

In thinking about how we are thinking about strategic management, we inevitably 
fnd ourselves asking how we have come to think in the particular ways we have. In 
other words, the refexive attitude underlying this textbook is essentially concerned 
with the history of thought. When did we start to think about strategy as the direc-
tion an organisation moves in? When and in what circumstances did we start to 
think of strategy as a key function of leadership having to do with visions? When 
and why did we develop the modern fxation on management tools and techniques? 
What this textbook does, then, is to review and summarise the body of knowledge 
on ways of thinking about strategic management and how this body of knowledge 
has evolved.

But why should we bother with the ways we have come to think? What is the ben-
eft for busy executives whose primary concern is action? For us, the needs and the 
benefts are obvious and clear. Without refecting on how and why we are thinking in 
the way we currently do, we fnd ourselves mindlessly trapped in repeating the same 
inefective actions. Already, after the collapse and rescue of fnancial institutions in 
the 2007 to 2009 period, we see investment banks and management consultancies 
once more beginning to fuel waves of mergers and acquisitions as well as continuing 
to be rewarded with huge bonuses for employing the ‘talent’ for taking the kinds of 
risks which produced the collapse of the past few years. In the past three decades 
there have been major ‘reforms’ of public-sector organisations in Western Europe 
which have involved introducing the ubiquitous tools and techniques deployed in 
the private sector, along with a commitment to introducing market mechanisms. 
Despite widespread acceptance that the results of these reforms are at the very best 
mixed, there is little evidence of a major re-think in modes of public-sector govern-
ance. It is in order to escape being trapped in mindless repetitive action that this 
textbook focuses on the underdeveloped concern with thinking about organisations 
and their management.

For us, nothing could be more practical than a concern with how we are thinking 
and we can think of little more important for organisational improvement than hav-
ing leaders and managers who can and do actually refect upon what they are doing 
and why they are doing it. Our argument is that if they adopt such a refective, refex-
ive stance they will fnd themselves doing things diferently in ways that neither they 
nor we can know in advance. If this book does fnally point to a ‘tool or technique’ 
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it is to the most powerful ‘tool or technique’ available to managers, indeed to any 
human being, and that is the self-conscious capacity to take a refective, refexive 
attitude towards what they are doing. In other words, the most powerful ‘tool’ any 
of us has is our ability to think about how we are thinking – if only we would use it 
more and not obscure it with a ready reliance on fashionable tools and techniques 
which often claim to be scientifc even though there is no supporting evidence.

The other half of the main title of this book, Organisational Dynamics, signals 
our claim that an inquiry into thinking about strategic management needs to be 
placed in the context of what people in organisations actually do, rather than with 
the main pre-occupation of the strategic management literature which is with what 
managers are supposed to do but mostly do not seem to be actually doing. The term 
‘group dynamics’ refers to the nature of interactions between people in a group and 
to the patterns of stability and change these interactions produce over time in the 
behaviour of people in a group. Organisational dynamics has a meaning close to 
this – it refers to the nature of interactions between people in an organisation and to 
the stable and changing patterns of behaviour these interactions produce over time, 
some aspects of which might be referred to as ‘strategic’. In other words, the title 
of this book signals that it is concerned with ways of thinking about strategic man-
agement located in the context of thinking more widely about what people actually 
think, feel and do in organisations. And what we think, feel and do is always refec-
tive of the communities we live in and their historically evolved ways of doing and 
thinking. Notions of strategic management are not simply there – they have emerged 
in a social history. So consider frst what the origins of notions of strategic manage-
ment are and then how we might characterise rather diferent ways of thinking about 
such notions.

1.2 � The origins of modern concepts of strategic management: the new 
role of leader

The origin of the English word strategy lies in the fourteenth-century importation of 
the French word stratégie, derived from the Greek words strategia meaning ‘office 
or command of a general’, strategos meaning ‘general’, and stratus plus agein where 
the former means ‘multitude, army, expedition’ and the latter means ‘to lead’. 
Strategy, therefore, originally denoted the art of a general and, indeed, writers on 
modern strategic management sometimes refer to its origins in the Art of War by 
the Chinese general Sun Tzu, written some 2,500 years ago, and in On War by the 
Prussian general and military historian von Clausewitz, written nearly 200 years 
ago. The claim is that the concept of strategy, understood to be a plan of action for 
deploying troops devised prior to battle, as opposed to tactics which refer to the 
actual manoeuvres on the battlefield, was borrowed from the military and adapted 
to business where strategy was understood as the bridge between policy or high-
level goals and tactics or concrete actions. This location of the origins of strategy 
in a military setting fits well with the rather romantic view of leader as hero which 
has developed over the past few decades in the ‘dominant discourse’ on organisa-
tions and their management, where by dominant discourse we mean ‘the accepted 
way that management gets talked about’. However, the origins of strategy might 
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not be so romantic. At least in the Byzantine Empire, which existed for more than 
1,000 years, the strategos, or general, had other important functions to do with gov-
erning the area under his control, particularly those of ensuring the conduct of the 
population census and the listing of wealth to provide the information essential for 
collecting taxes. In other words, the strategos was very much concerned with civil 
governance and policy. The word policy also entered the English language from the 
French word policie meaning ‘civil administration’, which in turn originated in the 
Greek polis meaning ‘city state’ and politeia meaning ‘state administration’. From 
the fifteenth century onwards, ‘policy’ meant ‘a way of management’, or a ‘plan of 
action’, combining high-level goals, acceptable procedures and courses of action, 
all meant to guide future decisions. It is more realistic to regard notions of strategy 
in modern organisations as expressions of more mundane, evolving modes of civil 
administration than of swashbuckling military deployments. The next question, 
then, is just when notions of business policy and strategy became evident in the dis-
course about the management of modern organisations, particularly business firms.

During the nineteenth century joint stock/limited liability corporations developed 
as legal forms, which made it much easier to raise fnance for commercial ventures. 
Instead of having partners fully liable for all the losses an enterprise incurred, a 
joint stock company/limited liability corporation could raise fnance from share-
holders whose potential loss was limited to what they paid for their shares. This 
development meant that the owners (shareholders) of organisations and those who 
ran them (managers) became separate groups of people, in fact, diferent classes. As 
agents of the owners, managers were often criticised by shareholders when fnancial 
returns were below expectations, and when they tried to increase returns they were 
increasingly cast as villains by workers during frequent periods of industrial unrest. 
Khurana (2007) has carefully documented how this situation led to a quite inten-
tional search in the USA for an identity on the part of the new managerial class, an 
identity which was to be secured by establishing a professional status linked to the 
prestigious disciplines of the natural sciences. Management was to be presented as a 
science, and a science of organisation was to be developed. Professions such as med-
icine and engineering were characterised by institutions which defned membership, 
established codes of ethics, encouraged research and professional development and 
often published professional journals. Professionals were educated at research-based 
universities. As part of the professionalisation of management, therefore, the frst 
business school was set up at Wharton University in the USA in 1881 and this was 
followed by the founding of increasing numbers of university-based business schools 
in the ensuing decades. At much the same time, the need to hold managers legally 
accountable to shareholders resulted in legislation on public reporting of corporate 
activities and further legislation seeking to regulate the growth and fnancing of 
limited liability companies. These requirements for increasingly onerous reporting 
procedures created the need for fnancial and other surveys of companies, so creating 
a market for accounting/auditing frms, for engineering consultants and eventually 
management consultants. In addition to business schools, therefore, other aspects of 
the professionalisation of management were displayed in the development of profes-
sional membership institutions, professional educational organisations, and profes-
sional accounting, auditing and consulting bodies.

So, by the early years of the twentieth century, a managerial class, or in more 
modern terms a managerial community of practice (Wenger, 1998), had developed, 
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particularly in the USA, which encompassed not simply hierarchies of managers 
running corporations but also management consultants and other advisers, as well 
as those concerned with the development of organisations and their managers, such 
as business school academics, wealthy capitalist philanthropists and government 
policy advisers.

Any community of practice engages in joint activities which develop a collective 
identity and they accomplish these identity-forming activities in ongoing conversa-
tion in which they negotiate what they are doing and how they are making sense of 
what they are doing with each other and with members of the wider society of which 
they are part. It is in conversation that members of a community become who they 
are. The form of such conversation is thus of central importance because, in estab-
lishing what it is acceptable for people to talk about in a community, and how it is 
acceptable to talk, the conversational form, or discourse, establishes people’s relative 
power positions and therefore who they are and what they do together. Every such 
community of practice is characterised by a dominant discourse: the most accept-
able way to converse, which refects power positions supported by ideologies. The 
dominant management discourse is refected in how managers usually talk together 
about the nature of their managerial activity. It is also refected in the kind of organ-
isational research that attracts funding from research bodies, the kind of papers that 
prestigious research journals will publish, and the kind of courses taught at business 
schools, in the textbooks they use and in organisational training and development 
activities. However, evolving communities of practice are usually not simply mono-
lithic power structures (as in fascism) with rigid ideologies brooking no dissension 
(as in cults). Most communities of practice are also characterised by some resistance 
to, or criticism of, the dominant discourse. A community of practice can change in 
the tension between the dominant discourse and the critique of it. Understanding a 
community of practice, therefore, requires understanding its forms of dominant dis-
course and the kind of dissension this gives rise to, the key debates characterising its 
conversation and how confict generated by such debate is handled. The operation 
of the professional bodies of the management community described above provides 
an essential source of information on how the dominant discourse on organisations 
and their management has evolved. The most vocal of these professional bodies have 
probably been the business schools and management consultancies. The changes in 
business school curricula for educating managers and the changing composition of 
management consultancy work, therefore, provide an illuminating insight into the 
evolution of the dominant management discourse over the twentieth century.

By the 1920s business schools in the USA had developed three fairly distinct mod-
els of the curriculum for educating managers. First, some business schools delivered 
curricula devoted to training managers for jobs in specifc industries – say, operations 
managers in steel manufacturing. Second, other business schools focused on business 
functions, providing courses in accounting, fnance, business correspondence and 
sometimes history and some social sciences. Third, and this was particularly evident 
in the small group of elite business schools such as Wharton and Harvard, there 
was a focus on a science of administration for general managers, covering scientifc 
management as in Taylorism, accounting, economics of the political, historical, insti-
tutional kind rather than the neo-classical analysis found in economics faculties, and 
training in the exercise of judgement rather than of routine procedures. In this third 
development there was an emphasis on the social purpose of business activity and on 
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the presentation of managers as professionals whose purpose was the stewardship of 
society’s resources. Such an identity as professional stewards of society’s resources 
was a powerful counter to the accusations of workers that managers were their 
enemies and also a useful power shift in relation to shareholders. A list of courses 
in business school curricula of all types shows that over the 1920s and 1930s there 
were very few courses in business policy and none in strategy, strategic manage-
ment, corporate planning or even planning: economics was far less important than 
the social sciences and there was a strong interest in ethics (Khurana, 2007). Then, 
if we look at the kind of work that accounting and consulting frms were doing, 
we fnd that it was primarily to do with legal reporting requirements and the infor-
mation required for this, studies of reporting structures and forms of organisation 
and engineering and fnancial assessments for specifc, large investment projects. So, 
any notion of strategic management in organisations as we now understand it is a 
post–Second World War phenomenon, certainly not one stretching back to ancient 
Chinese, or even more recent Prussian, generals.

The Second World War was to have a major impact on the identity of managers – 
the management of organisations became a key aspect of winning a war that 
depended as much on the ability to organise the manufacture and transport of sup-
plies as on the ability to direct military confrontations. During the war, therefore, 
governments found it necessary to take seriously the techniques of management and 
administration, and in the USA the government turned to the business schools to 
address the difculties of administering a war economy, including the tasks of col-
lecting statistics and other information and developing techniques for co-ordinated 
decision making across many diferent organisations. This led to the development 
of techniques such as linear programming and systems analysis, which led later to 
computer simulations, network analysis, queuing theory and cost-accounting sys-
tems. There was progress in statistics and statistical sampling, as well as in survey 
methods and focus groups, under the pressures of assuring the quality of armaments. 
Engineers developed the theory of systems to provide forms of self-regulating con-
trol. A new and more rational conception of the managerial role using the modern 
techniques therefore developed during the war.

After the war, the managers who had acquired this kind of analytical expertise 
for the war efort were available in their thousands to work on social and economic 
reconstruction in business corporations and consulting frms, such as McKinsey, 
where they applied the new techniques to organisational problems. Management 
thus focused much more narrowly than before the war on the scientifc manager 
who used models and analytical techniques and designed and manipulated systems. 
Management was equated with setting objectives, designing systems for meeting 
them, planning, forecasting and controlling. Managers were described as ‘systems 
designers’, ‘information processors’ and ‘programmers’ regulating the interface of 
the organisation and its environment in accordance with cybernetic systems theory. 
The rapid growth in corporate size and the rise of the conglomerate were character-
ised by a multiplicity of managers removed from the grass roots of the organisation’s 
activities and who felt the need for models, maps and techniques that would enable 
them to exert control from a distance. This need for techniques of modelling, map-
ping and measuring to enable the taking of a generalised macro view from a distance 
in order to apply some degree of control had already been faced over a century 
before by tax collectors and other administrators of the business of the modern state. 
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